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COME THROUGH 
WITH FLYING COLORS 


The spirit of fair play, free com- 
petition and international co- 
operation has ever been our driving 
force, making us what we are today. 
A US$15 billion enterprise with 
over 80 offices spanning the globe. 

We work in partnership with such 
firms as Honeywell, Siemens, Hitachi, 
and Caltex. Because we believe close 
cooperation breeds mutual success. 

If you'd like to join our team, you 
know where to find us. On the fast 
track to a better tomorrow. 


Lucky-Goldstar. 


Chemistry and resources 
eConsumer and industrial electronics 
«Trade, finance and engineering 
ePublic services 








[E LUCKY-GOLDSTAR © 
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IN THE IN MAKING THE BEST USE OF HUMAN RESOURCES 


IR. ON THE BATTLEFIELD, ON THE GROUND AND UNDER WATER 
EVERY DECISION THAT BRITISH 
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WHICH EXPLAINS WHY ONE OF THE WORLD'S GREATEST 


MANUFACTURING COMPANIES IS ALSO ONE OF THE WORLD'S 
BEST-PERFORMING BUSINESSES 


AEROSPACE TAKES 


S AIMED AT ENHANCING iTS BUSINESS PERFORMANCE 


BRITISH AEROSPACE 


British Aerospace plc, 11 Strand, London 
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‘LETTERS 


_ AIDS and New York 


Sir—You correctly describe the 
magnitude of the Aips problem 
New York city is facing (July 
15th), but you are just plain 
wrong in describing the city’s re- 
sponse as "pitiful". 

This city has done more than 
any other in America to respond 
to the aips epidemic. We are 

nding $229m in city funds 
is year. Together with state 
and federal cash, we are spend- 
ing a total of $448m to provide 
care for affected people. 

We distributed condoms 
widely to reduce AIDS transmis- 
sion, and closed bathhouses and 
other public facilities which per- 
mit high-risk sexual activity; we 
were the first city to go to court 
to ensure that a child with AIDS 
has the right to attend public 
school. We provide extra money 
to those who foster children 
with AIDS and rental assistance to 
1,500 people with aips. We oper- 
ate 84 chronic-care beds for AIDS 
patients and have a paediatric 
day«are programme for children 
with aips. We have committed 
$50m to build supported hous- 
ing and health-related facilities 
for people with aips; we estab- 
lished an anti-discrimination 
unit and have mounted exten- 
sive education campaigns. We 
provide AzT, aerosolised penta- 
midine, and Bactrim therapies 
without regard to a person's abil- 
ity to pay. 

But the city cannot fight this 
epidemic alone. Only the state 
government can authorise the 
additional acute and long-term- 








care beds or provide extra 
money to expand outpatient 
care or require nursing homes to 
admit AIDS patients. 

CARYN SCHWAB 
New York Office of the mayor 


————_$_—— ll 


Hanson’s way 


Sir—You chose as an example 
of a successful outcome of take- 
overs the purchase of my former 
employer, scM Corporation, by 
Hanson, at what proved to be a 
very good price (July 15th). No 
one can deny the brilliance with 
which the Hanson operatives 
played the game in making this 
acquisition, nor the speed with 
which Hanson dismembered the 
company once control had been 
won. But, as in all business mat- 
ters, simplistic estimates of the 
causes of spectacular profits are 
apt to be misleading. 

SCM was not “a troubled com- 
pany” when Hanson made its 
bid. Following the abandon- 
ment of its European and Amer- 
ican office-copier businesses in 
1975, the centre of gravity of 
SCM was deliberately shifted. Re- 
search, plant construction and 
acquisitions were calculated to 
move SCM towards the chemicals 
industry, broadly viewed to in- 
clude the successful Glidden 
paint business (now owned by 
ici) and a newly resuscitated 
Durkee food-chemicals business 
(now owned by Unilever). The 
best of the chemicals businesses 
built by scm in the early 1980s is 
still retained by Hanson, which 
has simply allowed expansion 
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plans which were already in 
place to be carried out. 
New York GERARD STODDARD 


———_—_ 


Not the ticket 


Si&—Your correspondent on 
the Channel tunnel rail link 
(August 19th), imagining him- 
self as a senior French techno- 
crat, allowed himself to be easily 
seduced by the surface charms of 
Rachel. 

Before emerging at Rainham, 
Rachel seeks to hide herself from 
public view in a prohibitively ex- 
pensive tunnel all the way from a 
junction with the main Channel 
tunnel beneath Dover. 

She would therefore be a 
more, not a less, expensive com- 
panion than the one chosen by 
British Rail after a long court- 
ship. And it would cost even 
more to bring Rachel into cen- 
tral London where most people 
would want to see her. 

Jonn WeELsBy 
London British Railways Board 


———————— 


Vanishing president 


Six— Your article on Guatemala 
(July 8th) erred in stating that 
General Efrain Rios Montt 
“ruled ruthlessly as president in 
the late 1970s." Mr Rios Montt 
ruled in 1982-83, by military 
coup and not by election. He di- 
rected a campaign against the ru- 
ral Mayan population that burnt 
hundreds of villages and killed 
tens of thousands of Indians. 

His regime was not an isolated 
event in Guatemala, but just one 
in a continuing series of brutal 
dictatorships. These dictator- 
ships persist because Guatema- 
la's elites view the dispossessed 
and poverty-stricken Indian ma- 
jority as an unending source of 
rebellion which must be kept un- 
der control by all the methods of 
the modern police state and 
counter-insurgency army. 

You miss the point by suggest- 
ing that it makes any difference 
where, or who, the president is. 
President Vinicio Cerezo is 
merely a civilian figurehead in a 
military government. His where- 
abouts matter to no one but 
himself, his assorted mistresses 
and the United States embassy, 
which needs a civilian nominally 
in place in order to justify an in- 
creasing flow of military aid to 





Brussels airport 


Six— "The frontier-freeish real- 
ity" (August 12th) rightly draws 
attention to passengers having 
sometimes to waste more than 
half an hour at Brussels airport 
immigration as each passport is 
checked against a computer list- 
ing: you add that London's 
Heathrow is a delight by com- 
parison. Brussels appears to be 
alone in the EEC in requiring im- 
migration officers laboriously to 
key in passengers’ names. 

Some years ago European par- 
liamentarians complained about 
the delays and were given privi- 
leged egress through a separate 
door. May I suggest that this 
privilege be withdrawn? The re- 
sult would be to ensure that par- 
liamentarians use their influence 
for the benefit of all passengers 
and not just themselves. 

Brussels STANLEY CRoss._.. 
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Little enough 










Sm—Regarding your article 
about bidders’ heights, “The 
taller they come” (August 19th), 
I think you omitted to complete 
the headline. As I recall it, the 

issi are "...the 
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CHIEF 
EXECUTIVE OFFICER 


Qantas is a highly profitable major Australian company with international 
Operations spanning the transport and leisure industries. Revenues are in 
excess of..$3 billion annually and employees total over 16,000. 





In the. 1980s, increased inbound tourism and pioneering new routes has led 
to a threefold increase in annual revenues and a fifty percent increase in fleet 
size. Qantas plans to continue to increase its current fleet and the size and 
scope of its operations. To achieve this significant growth, substantial new 
capital will be required. 





Reporting to the Chairman and the Board, the C.E.O. is responsible for the 
profitable operation of this complex organisation. 


The C.E.O. will be an individual of stature in the business community with a 
record of success at Managing Director or equivalent level in a market driven 
organisation. If this experience were gained outside the transport or leisure 
industries in, for instance, consumer goods or another service business, it will 
be viewed equally advantageously. The person will need to be skilled in man 
management, operations, financial and marketing management. Strategic 
vision and the ability to negotiate at the highest levels of government and 
industry are clearly an intrinsic part of the individual's background. Tertiary 
qualifications are sought. 


The compensation package will reflect the standing, position and likely 
contribution of the successful candidate in this high profile appointment. " 
Location is Sydney, Australia. 


Replies in writing should be addressed to: 
The Managing Director, 
Russell Reynolds Associates Inc., 
Suite 1902, AMP Centre, 
50 Bridge St., Sydney, NSW 2000, Australia 
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CHIEF EXECUTIVE 
NEW ZEALAND 


_ SERIOUS FRAUD OFFICE 
` * Auckland Based 

* Foundation Role 
* Prominent Position 


The Government has approved the immediate establish- 

ment of the Serious Fraud Office. This Government 

Department will be responsible for the effect and timely 

investigation and prosecution of substantial fraudulent 

offending, particularly that involving corporate entities. 

We are seeking a Chief Executive to establish and subse- 

quently manage the office's activities towards the achieve- 

ment of its objectives. 

For this important post a unique blend of qualifications, 

experience and achievement are sought. The appointee is 

likely to have: 

— A tertiary qualification in either Accounting, Law 
or Commerce. 

— A proven record of achievement demonstrating 
the knowledge and skills relevant to the investiga- 
tion and prosecution of complex fraud particular- 
ly involving the corporate sector. 

— Proven skills in leadership, motivation and 
negotiation. 

— Strong intellectual, strategic and tactical planning 
abilities. 

— Good experience in the area of general and 
Government administration, resource manage- 
ment and policy implementation. 

— The ability to analyse objectively and appraise 
complex issues. 

— Relocation costs will be met. 

— Excellent communication and representation 
Skills. 

— Ability to manage change. 

— The ability to work effectively with senior manag- 
ers in the government and private sectors. 

— Ability to lead a team of multi-disciplinary, highly 
skilled professionals. 

— Ability to manage the office from Auckland while 
maintaining an effective relationship with the 
Attorney-General. 

- The successful candidate will be rewarded by: 

— An attractive compensation package. 
— A chance to establish an effective team. 
— A challenging role. 

. The appointment will be made under the terms of Section 

. 35 of the State Sector Act 1988. The Office will be 

. committed to equal opportunity in the workplace. 

. Applications close 15 September 1989, 

For further information in strict confidence, please tele- 

phone Trevor Dunn at Morgan & Banks Ltd Wellington 

New Zealand on (04) 734 073 (days) or (04) 339 759 

(evenings) or fax a brief résumé on (04) 721 171. 
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Outstanding Career 
Opportunities in Marketing " 


The Company is Modern Industries Co; à joint venture with the 
Procter & Gamble Company of the USA with à Head Office in 
Jeddah, Saudi Arabia. MIC is the Arabían Peninsula's leading 
manufacturer and distributor of detergents and personal care 
products such as Tide, Ariel, Pampers, Crest, Head & Shoulders, 
Camay and many other top household brands. 


Worldwide sales by Procter & Gamble, one of the world’s largest 
and most successful manufacturers of packaged consumer goods, 
were over US$ 20 billion last year. Procter & Gamble manufactur- 
ers household detergent products, personal care products, paper 
products, pharmaceuticals, and foods and beverages. 

















We are looking for outstanding young men who are eager to make 
a career in marketing and general management within a first class 
international business. If you are a thinker and a doer, thrive on 
hard work and have the ability and ambition to succeed, you 
belong with MIC/Procter & Gamble. Promotion is only from 
within, offering outstanding opportunities for rapid career 

growth. ; 


The Job: Brand and Marketing management are the functions for . 
which you will be trained. You will become a key player in a 
dynamic team of professionals in Jeddah, Saudi Arabia. Your 
career will start as a Brand Assistant located in Jeddah, Saudi 
Arabia, but are likely to get a temporary training assignment for a 
one or two year period in Geneva, Switzerland. In this position 
yen will share with your young manager the overall objective of 
uilding the Company's business. You will be assigned challeng- 
ing jobs from the start and as your knowledge and experience 
row, your responsibilities will likewise increase until you are: 
andling key projects on your own. Your rogress is entirely up to’ 
ou and your ability to take charge. By the time you are a Brand 
anager you will be the initiator of all actions taken to build the 
business of the brand(s)/market(s) for which you are responsible. 


Progress: Your further progress will depend entirely on you. Your 
scope of activities and responsibilities will broaden with time until, 
given the outstanding progress we want to make, you are ready to 
assume a position in general company management. 


Training: Many independent experts in America and Europe 
regard P&G's marketing skills and training as the best in the 
world. Training will primarily be on-the-job. Your manager will gf 
puide d so that you learn fast and can soon do important parts of 

s job. 


Salary: An attractive starting salary will be paid and will increase 
as quickly as your progress. 















Fhe Right Person for the Job 


You will probably have an MBA. But more importantly, you will 
be an intelligent, ambitious, articulate and dynamic young person 
with a strong record of achievement in your academic, extra- 
curricular and/or professional activities to date. You must have a 
very good command of written and spoken English. Your 
knowledge of Arabic is a definite plus. You will probably be 
between 22-30 years of age. 


Application: If you are interested in this career opportunity and 
are available to start work immediately or within 1989, write 
briefly, in English, stating your background, qualifications and 
experience, to: 












Mr Ph Nithart—Personnel Department 
Procter & Gamble AG 

1, rue du Pré-de-ia-Bichette 

1211 Genéve 2-Switzerland 

Tel: 022/730 31 11 


All replies will be treated in strict confidence 
and will be acknowledged. 





EXECUTIVE FOCUS 


MICS 


The Overseas Division of PSL undertakes consultancy 
assignmentsinandfordeveloping countries inthe broad area 
of marketing and business development in agriculture, 
horticulture and the food industry. 

A vacancy exists for a Senior Executive. 


j ites should have considerable overseas experience 
eam leadership qualities. Age is not crucial but 30's is 


e position is based in Newbury and involves an attractive 


| remuneration package including car and benefits. 


Applications, including CV, should be sent to: 


Produce Studies Ltd 
Overseas Division 


_ Northcroft House 


West Street 

Newbury, Berks 

RG13 1HD, UK 

Fax: Newbury (0635) 43945 


ACADEMIC DIRECTOR 
AND DEAN 


The International Management Center (IMC), an internationally 
funded organisation for developing and promoting Western 
management skills and techniques through management training, 
esearch, consultancy, and conferences, began its operation in 
November 1988 in Budapest, Hungary. 
offers a full range of management training programs for 
oung, middle-level and senior managers from Hungary, and, in 
éd numbers, from other East European countries and the 
"Union. International economic conferences, business 
gs, and workshops are organised and hosted by the Center. 


is seeking an Academic Director and Dean to assume overall 
nsibility for the developing and staffing management train- 


"ing programs, and research activities and to work closely with the 


consulting and conference unit at the Center. Qualified candidates 


must have expertise in executive management education and 


innovative instructional methodology, as well as experience in 
intercultural education. International experience and awareness 
of centrally planned economies are recommended. In addition, 
candidates must have had working relationships with selected 
business schools, management training centres and corporate 
training centres in a number of Western countries. We are looking 


for energetic, innovative, entrepreneurial, and strategic-minde 


„candidates: OPES 

The appointment is for a minimum of 12 months, beginning in 
June 1990. Remuneration is highly competitive and will be based 
on the candidate's qualifications and experience. Housing and 
moving expenses are provided. Applications should be accompa- 


-nied by a résumé and three names of references and their phone 


numbers before 30 September 1989 
Please submit all- applications to: c/o Dean Search Committee 
International Management Center, 1775 Budafok 1, PO Box 113, 


ONOMIST SEPTEMBER 21989 . 


The Director General is the chief executive of 
Centre with headquarters in Lima, Peru. — 7. 

CIP is one of the thirteen international research 
supported by the Consultative Group on international Agricultu 
search (CGIAR) and is a non-profit, autonomous institutior 
develop and disseminate knowledge for the greater use of 
crops as a basic food for the developing world. = 

The present Director General will retire in April 1991 and the Board 
Trustees has begun an international search for his successor. The Boar 
plans to identity the successful candidate by September, 1990, and 
appointment will commence early in 1991. ? 

The new Director General of CIP will possess a proven record in: 
management and administration; extensive experience and high qualifica- 
tions in agricultural research; a sound knowledge of and experience with 
agriculture in developing countries; vision and leadership qualities and a 
ability to communicate and inspire high performance from scientists ai 
administrators of different nationalities and disciplines. E 

A competitive salary with fringe benefits will be offered. Requests for 
further information should be directed to the Chairman of the Search 
Committee, David L. Call, Dean, College of Agriculture and Life Sciences; 
Cornell University, Roberts Hall, Ithaca, New York, 14853, USA. (Fax 607+ 
255-0788). 

Applications for the position should be forwarded (preferably before 
October 20, 1989) to: 

CIP Search Committee, c/o Dr J. W. Meagher, 3 Kingfield Court, 
Burwood, Vic. 3125 AUSTRALIA. Fax: 61 38885159. Telex: AA 30625. 
Attention ME 3715. 


Equality of employment opportunity 
is University policy 


UNIVERSITY COLLEGE 
Australian Defence Force Academy 
CANBERRA A.C.T. AUSTRALIA 


Lectureship in Economics 


and Management 
(TENURABLE) 


Dopartmeni of Economics and Management 
Ref: Z100.013.726 


The Department seeks applications from candidates qualified to teach | 
quantitative methods including statistics, econometrics and forecasting to 
undergraduate and post-graduate students. An ability to teach courses in 
macroeconomics, finance or industrial organization would be a disti 
advantage. The Department offers undergraduate majors in both economi 
and management, a Masters degree by course work in Managemen 
Economics with majors in logistics and project management and Mast 
and Ph.D. degrees by thesis. Postgraduate students include civilians an 
military personnel. The Department of Economics and Management is. 
strongly committed to scholarly research. Its facilities include a Prime 975 
Super-Minicomputer as well as a Management Training Laboratory equipped 
with IBM PCs for student use. Members of the Department have full access 
to the wide range of research materials available in the Canberra area. Th 
position is available from 1 February, 1990 and appointment will be on the 
asis of a contract with provision for conversion to tenure. 
Salary: A$31,259-A$40,622 per annum. Further information from Dr RB: 
Robertson 61 62 68 8841. Applications close 13 October, 1989. 


Written applications quoting reference number, should be sent to the 
Asst. College Secretary (Personnel) University College, University of 
New South Wales, Australian Defence Force Academy, Northcott Drive, 
CANBERRA ACT 2600 AUSTRALIA. include contact number during: 
business hours and names and addresses of two referees. For acknow 
iedgement of application telephone 61 62 68 8726. 





International 


GLOBAL BUSINESS INFORMATION AND ADVICE 


MANAGER, EDITORIAL 
SERVICES 


£22K-£24K (plus excellent benefits) 


Business International, a member of the Economist Group, is the 
world leader in the provision of global business information and 
advice. In the Western Europe unit we provide these services to 
the world’s leading corporations on management issues with 
specific reference to business developments. in Europe. We 
deliver these services through newsletters, research reports, 
conferences, briefings and bespoke research. 


Demand for these services has created an opening for an 
experienced manager to join our team, with specific responsibility 
for our expanding research report business. This will also entail 
involvement in conferences to launch some of the reports. 


The successful candidate will have outstanding writing and 
editing skills, commercial acumen and a strong interest in, and 
understanding of, management issues. He or she will have had at 
least five years' experience in publishing, journalism or in a 
consultancy which will have provided them with a broad knowl- 
edge of European business and management issues. . 

Please writing enclosing full career and salary details to: Anne 


Dean, Group Personnel Director, Business international, 40 
Duke Street, London W1A 1DW 








UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 


SENIOR FINANCIAL SECTOR 
AND BANKING ECONOMIST 








Salary: Negotiable, based on earnings record and experi- 
ence. 

Benefits: Highly competitive including furnished housing, 
utilities and other benefits. 

Base: Kinshasa, Zaire. 






USAID is one of the world's largest bilateral economic develop- 
ment agencies. Its fully staffed Zaire mission is currently seeking a 
senior bilingual French-English economist with extensive high 
level experience in international finance and banking. 


This senior position has been newly established to provide a range 
of advisory, research and evaluation services as part of a major 
V Private Sector Support Program financed directly by 
USAID which provides for important reforms in Zaire's finance 
and banking sector. 


Applicants should have high level experience in international 
economics, finance and banking, preferably in both the public and 

rivate sectors. Experience in developing countries is essential. 

rancophone country experience highly desirable. The successful 
candidate will demonstrate an ability to work at senior govern- 
ment levels on major economic, structural adjustment and central 
banking issues. Ability to present ideas effectively in written and 
spoken French and English is essential. Minimum of MA/MS in 
economics, finance and banking, business, or related field is 
required. 


Please reply in writing with i CV and references with current 
addresses and telephone numbers to: 
Arnold Lessard, Private Sector Officer, 
USAID/Zaire, 
APO New York 09662-0006, USA, or BP 8599, Kinshasa 1, Zaire 


Closing date for applications: September 30, 1989 
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u-band HS 376 satellites, designed and built by 
«th approximately 20 watts per transponder. At this power, earth station 
1 of € Sur tosix feet in diameter, small enough to be mounted on rooftops, walls, or i 
pt both transmitting and receiving satellite signals. By comparison, lower power, 

uire antenuas six to ten feet in diameter for receiving capability. The high-pow 
' Very Small Aperture Terminal network, which provides end-to-end . 
ata networking and videoconferencing. 






















failure while combating the illegal flo 











missions the APG-63 radar was operational 997 percent of the time. 





An advanced semiconductor packaging technology will permit maximum utilization of the next — 
generation of integrated circuits. Using packaging techniques based on its high-density multichip 
interconnect (HDMI) technology, Hughes will design, develop, fabricate and deliver test modules and | 
large-area multi-chip packages for the Naval Ocean Systems Center. HDMI uses fine-line integrated 
circuit processes to build the substrate circuitry in a hybrid package. The packaging technology is 

aimed at meeting the need for higher density modules that operate at high speed using very-large-scal 












J.A new imaging infrared focal plane array seeker may thrust the technology for missiles well into the 
` twenty-first century. The Advanced Infrared Seeker (AIRS) is smaller and much more sensitive than 
existing systems. It can sense a very wide range of temperatures producing an infrared image that 
approaches the quality of an advanced video camera. Developed as a Hughes company research project. 
i for U.S. Army applications, AIRS will provide anti-tank, surface-to-air, and air-to-air missiles with th 
P capability to operate passively, day or night, in poor visibility conditions. AIRS technology is also bein: 
applied to missile and projectile guidance systems for the Strategic Defense Initiative Program. 




















A new processor that may one day outperform today’s supercomputers uses incoherent light and a 
unique arrangement of electro-optical modulators. Called PRIMO (programmable, realtime, 

incoherent, matrix, optical), the processor, being developed by Hughes, passes light signals through 
successive grid layers, forming a two-dimensional matrix that can modulate the signal. The entire — 
gridwork is addressed with electrical signals fed only to the edges. Thus, the processor can perform —— 
complex mathematical functions in parallel, manipulating data at extremely high speeds. The compa 
device is rugged, requiring no lenses or precise alignments, and is small enough to hold in one hand. 


For more information write ta: P.O. Box 46068, Los Angeles, CA 90045-0068 USA 



































(000 US-$) * 





Premiums written 
Premiums ceded 


Net premiums 












3,391,423 
— 455,53 
2,935,880 













Net investment income 
Technical interest allocated to Life funds 
Insurance underwriting result 

Sundry income and expenditure 


Operating profit 


Profit on sale of properties and securities 
Unrealized capital losses on securities 


Allocation to reserve for realized capital gains to be reinvested 


Taxes 
Total other items 
Profit for the year 



































633,826 
364432 — — 330,355 

- 82476  — 8700 
- 3475 -= T1485 
225,015 87277 
148,524 64,161 
— 48715 — 84,854 
—  - 6618 

— 64380  — 66260 
35,429 — — 92,571 
260,444 194,706 


* All of above listed figures have been converted at the rate of exchange of Lire 1,305.77 to the US Dollar, 


€ Gross premiums written by.the Company totalled US$ 3,825.8m 
of which US$ 1,393.8m for Life and US$ 2,432m for Non-Life. 


© Total investments reached USS 9,687.4m showing a growth 
of 26.6%, 


* Net investment income totalled USS 706.7m showing a growth 
of 11.5%. The average yield has been 8.3%. Realized capital 
gains generated from the sale of securities amounted to USS 
117.6m and from the sale for properties to US$ 30.9m. 


© The year's profit, showing a growth of 33.8% over the previous 
year, amounted to US$ 260.4m of which USS 137.3m for Life 
and US$ 123.1m for Non-Life. 


* Profit per share (Dollars) * 1988 1987 
Profit 0.492 0.367 
Dividend 0.253 0.182 
Pay-out ratio (per cent) 51 50 


* Return per share (in US Dollars) in cothparable terms i.e. comparing 
values to a capital of 1,080 billion Lire. 


US$ 112.6m from the year's profit were allocated to the 
extraordinary reserve, 


The shareholders surplus including the year's profit reached 
US$ 2,326.3m showing an increase of US$ 1,096.5m over the 
previous year. 


The dividend per share is the equivalent of US$ 0.253. cents 
(+ 105; taking into consideration the free increase of capital ; 
* 39.8 on the total dividend). . gs : 


The increase of the issued capital in mixed form from 426 billion 
to 1,060 billion Lire, agreed by the Extraordinary General x 
Meeting held on 28 June 1988, was launched on 19 September ` 

1988 and completed by 5 December 1988, 


During the first half of 1989. 2: subsidiaries were. established - 7 
in Milan, Italy: Gefina Commissionaria: S.p.A.-100X. owned by 
Gefina S.p.A. and Sodiges S.r.l. Also the Generali Group. sold 

all the shares of Euralliance Paris and reduced its ownership 

in Vanguard, Sydney, from 100% to 30%. 










Head Office in Trieste (Italy) 





GENERALT 


Assicurazioni Generali 










ading and farm property 
ced-interest securities | 
res (including Associated) 
Mortgage and policy loans 
Deposits with Ceding Companies 
Bank deposits B 
Accounts receivable and other assets 
Total 


. LIABILITIES (000 US Dollars) * 


“ Provisions for insurance liabilities 
Reinsurance deposits 
Other liabilities 

‘Minority shareholders interest 
Shareholders surplus 
Profit forthe year | 


Total 














* This balance consolidates 56 insurance companies operating in 
some forty markets, (including 7 Europ Assistance companies), 
19 financial, 27 property and 3 agricultural companies where 
Generali directly or indirectly holds more than 50% of the shares. 


© Gross premiums amounted to US$ 8,326. lm (+ 11.9%), of which 
USS 2,783.3m for Life and US$ 5,542.8m for Non-Life. The 
geographical breakdown is as follows; Italy 36.1%; other EEC 
Countries 41.5%; rest of Europe 19.1%; rest of the world 3.3%. 


€ Investments total US$ 21,649. 1m (+ 18.2%). 


© Investment income amounts to USS 1,661.7m (+11.1%) 
of which 64.2% is produced by fixed-interest securities, 
16.8% property, 7.7% shares, 4.6% bank deposits and 6.7% 
other investments. | 





1988 


3,726,040 
11,696,817 
- 8,063,464 
1,142,560 
494,097 
926,129 
2,806,620 


24,455,727 


18,554,626 
211,760 
1,958,426 
340,427 
2,999,518 
390,970 


24,455,727 


1987 


3,450,952 
10,157,795 
2,296,600 
1,067,140 
477,176 
868,933 


2,296,028 


20,614,624 


16,195,513 
222,184 
1,719,517 
311,976 
1,843,401 
322,033 


20,614,624 

















€ The provisions for insurance liabilities amount to US$ 18,554.6m 


(+ 14.6%). 


@ The shareholders surplus amounts to US$ 3,292.5m and 91.1% 
belongs to the Parent Company, the minority interest being 8.9%. 


€ The profit for the year increased by 21.4% to US$ 391m and 


originated from: 

(000 US Dollars) * 

Parent Company's profit 
Profit of the other Companies 
Consolidation adjustments 


Consolidated profit 
Minority interest 


Profit for the year 








Parent Company: Assicurazioni Generali 





1988 


260,443 
215,580 
- $7,642 
438,390 
- 47,420 


390,970 


1987 
194,707 
187,695 

- 23,530 
358,872 

- 36,839 
322,033 








1989 Interim Results — 





The unaudited consolidated results of Cathay Pacific Airways Limited for the six months ended 30th June 1989 were: 


` Six months ended 
30th June 


1989 1988 
HK$M HK$M 


8,255.2 


1,569.2 1,658.2 s 
Net finance charges 24.7 418.2 564.8 


Net operating profit 


















6,947.] 


























































1,544.5 1240.0. — 3,186.0 
‘Share of profits of associated companies 48.4 45.4 99.7 

Profit before taxation 1,592.9 1,285.4 3,285.7 

Taxation 222.5 256.4 446.9 

Profit after taxation 1,370.4 1,029.0 2,838.8 

Minority interest 7.0 77 15.1 

. Profit attributable to shareholders 1,363.4 1,021.3 2,823.7 
Dividend 300.8 257.8 1,031.2 

1,062.6 763.5 1,792.5 

i 47.6¢ 35.7c 98.6c 

ivi 10.5¢ 9.0c 360€. 


Interim dividend 
_ The directors of Cathay Pacific Airways Limited have today declared an interim dividend for 1989 of 10.5¢ per share... 

The interim dividend will be paid on 29th September 1989 to shareholders registered at the close of business on 22nd September 
1989; the share register will be closed from 16th September 1989 to 22nd September 1989, both dates inclusive. 


Prospects BE 
The recent strength of the Hong Kong dollar against many of the other currencies in which most of the airline's revenues are 
earned will have an adverse effect for as long as the situation continues. Increasing costs will also affect profitability in the second 
half of the current year. In addition, although regional traffic demand is being sustained generally at high levels, there has been a 
slight impact on some services caused by the recent events in China. In all the circumstances, the results for the full year must be 
viewed with caution and any improvement over the 1988 levels of profitability is likely to be modest. 
The full interim report will be sent to all shareholders on 5th September 1989. 


"DA. Gledhill 
Chairman 


Hong Kong, 23rd August 1989 
FRI 
_ The Swire Group 


— 
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MISSION oreo and 
Aind it, the gov- 
rwo cenites of America has 
Want: deroaal curse of drugs and 
sta ( rheč0lombia, a poor ap- 
rnment © With a horrendous his- 
failed tO Mias better excuses for its 
drug hin?fe, Yet both, in their differ- 
prenUfing for the same reason: what 
torwg to do is incapable of success. 
"uy however vigorous, cannot win 
an Aainst drugs. It is time to try a better 

Nobody can accuse the Colombian government of faint- 
heartedness. For most of last month drug dealers were mur- 
dering yet more of their arch-enemies, the country's honest 
judges, policemen and political hopefuls. President Virgilio 
Barco deployed his powers under the 30-year-old state of 
emergency to order the arbitrary arrest of 11,000 people, the 
sequestration of millions of dollars’ worth of property, and 
the extradition without due process of suspects to face trial in 
the United States. But the big birds, alerted by their cor- 
rupted informers in the government services, had flown. 

Most of those captured, and most of the seized property, 
will be released for lack of proof of their guilty associations. 
Of the 89 people whose extradition the United States most 
pressingly seeks, only one mere book-keeper awaits the flight 
northwards. The big traders ordered their henchmen to 
bomb some banks and government buildings, then slipped 

‘toss the borders to well prepared retreats and to the Pana- 
„anian bank-branches where their money sits secure. Co- 
caine traders are the world's richest businessmen. Out of 
their tax-free profits they outspend, outnumber and outgun 
the law-enforcement powers of poor states, and dent the civil 
peace and dignity of the world's richest nation too. 

President Bush has responded promptly to Mr Barco's 
bravery, digging into the Pentagon's reserves to send helicop- 
ters, small-arms and other weapons. This support was unusu- 
ally swift and well calculated (and delivered without pious ad- 
vice); it was followed by promises of more generous economic 
aid. Attacking foreign drug-suppliers fits well with the new 
domestic policy that the president and his “drugs tsar”, Mr 
William Bennett, are soon to announce. Americans want a 
response to the inter-gang shoot-outs in their cities and the 
wholesale poisoning of young men, women and unborn chil- 
dren. The new offensive promises to be more comprehensive 
and much more expensive than the rag-tag skirmishes that 
have preceded it. But it stands little more chance of success 
than Mr Barco's more desperate endeavour. To understand 
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own country’s not-too-distant history. 

From 1920 until 1933, American citizens 
were forbidden to buy or sell their favourite 
dangerous drug, alcohol. The beer-trucks and 


ing what were then the most profitable crimi- 
nal organisations in the world. Now mankind 
has developed the appetite for yet more pow- 
erful drugs, and subjected them to a wider 
and equally fruitless ban. 

Drugs are bad for people. They should 
not want them—legal alcohol and tobacco, illegal heroin, co- 
caine, marijuana, or cheap and risky “designer” substitutes 
dreamt up by artful chemists. Yet demand creates supply, de- 
spite the panoply of international conventions and national 
laws whose main effect is to create still vaster profits for the 
traders. The drug exporters of Latin America—and of Leba- 
non, Pakistan, the Burma-Thailand golden triangle and the 
rest—buy up or terrorise governments, and defy even so-far- 
uncorrupted regimes, just as North America’s mafias, yard- 
crowds and cartels defy the will of Washington. 


Prohibition does not work 


As long as people spend money for a thrill, prohibition can- 
not work. It turns an issue of personal choice and health into 
a crisis of criminality. Governments protect drinkers by qual- 
ity controls, taxes and licensing that divert demand away 
from the most destructive forms of booze. For cigarette smok- 
ers, governments insist on health warnings. To protect people 
against damage from bad food or therapeutic drugs, they test 
and measure the products’ effects. Illegal drugs they merely 
outlaw and, while failing to enforce the outlawry, forgo the 
power to regulate the trade. 

Prohibition, and its inevitable failure, make a bad busi- 
ness more criminal, more profitable and more dangerous to 
its customers than it need be (see pages 21-24). Lifting the 
ban, and replacing it with detailed regulation, might certainly 
expose more people to risky experiments with drugs. That 
danger is real—even if experience shows that relatively few 
people are foolish enough to go beyond experiments. 

But prohibition’s failure is more dangerous yet, both for 
individual drug-takers and for societies corrupted, subverted 


and terrorised by the drug gangs. The trade is banned by na- | 


tional laws and international conventions. Repeal them, re- 
place them by control, taxation and discouragement. Until 
that is done, the slaughter in the United States, and the de- 
struction of Colombia, will continue. Europe’s turn is next. 
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why, Americans need only look back at their — 


the whiskey-schooners kept on coming, creat- 
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The tough in Tehran 


s 

Getting the measure of Rafsanjani 

L TE DID it, and he did it more swiftly, more neatly and 
A Amore comprehensively than anybody had expected. 
Iran's brand-new President Rafsanjani wanted a new cabinet 
(12 new men out of 22) to carry out the new policies he has in 
mind. A majority of Iran's parliament, the body which pro- 
vides one of the few checks on the country's newly strength- 
ened presidency, said it did not want him to drop the fiercely 
indamentalist home minister, Mr Ali Akbar Mohtashemi. 
The new president put off the parliamentary vote for a week, 
during which he presumably used his practised techniques of 
persuasion and intimidation. When the debate began he was 
ingratiating (Mr Mohtashemi was “one of my closest 
iends") but unyielding: he wanted his new cabinet, com- 
plete, and no Mr Mohtashemi. On Tuesday he got his way, 
name by name, from a suddenly forelock-tugging parliament. 
.. Forget those abused words “moderate” and "pragma- 
tist”, the lazy mind's way of avoiding precision. President 
Rafsanjani, who beat the opposition so tidily within a fort- 
night of taking office, has the look of a precise man. Everyone 
knows the dangers of guessing what will happen next in Iran. 
Its cleric-politicians are still capable of saying, for tactical rea- 
sons, the exact opposite of what they mean. Even so, Presi- 
dent Rafsanjani seems clearly different from the purist zealots 
he has just outmanoeuvred. The West needs to understand 
what the difference is, and what it is not. 


For the revolution’s sake, with footnotes 

President Rafsanjani is not pro-western, and he is not a closet 

secularist. He will pursue the interests of his Iran, which is the 

created by the mullah-led 1979 revolution against the 
He will employ familiar techniques: ambiguity, evasion, 

the use of bargaining counters (such as hostages) that would 

shame most other governments. In particular, though he is 


~ 
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€ ure-footed Bush 
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After a good and popular start, there is room to be bold 


H: HAS played baseball, jogged incessantly, scoured the 
T sea for blue-fish. Now, as Labour Day looms, George 
.. Bush must forsake the serious business of sweaty holidays for 
. the cooller task of leading America. When he returns to the 
. White House, the opinion polls will be telling him that he is 
. more popular than any of his predecessors were at this stage 
. in the job. He will also know, after last year's election cam- 
_ paign, that opinion-poll success can fade as quickly as the 
. green maple leaves in Maine. 
The most notable feature of Mr Bush's seven months as 
16 . 
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increasing his leverage ove 
he will not pull the lever un 
things from the West—mon 
hostages are out. 
Nevertheless, he is a change 


omy working better. This means employing more men 
workaday talents, fewer with gleaming eyes. It means 
sure the war with Iraq does not start again. It also means d 
ing business with countries that can help the rebuilding of 
Iran’s economy, Satanic though they still look to the gleaming 
eyes. That this is Mr Rafsanjani’s aim is not speculation: he 
said much of it to Iran’s parliament on August 17th. 

To understand President Rafsanjani, look at President 
Gorbachev in Moscow and Acting President de Klerk in 
South Africa. All three recognise that the system they took 
over cannot be left as it is, because in one way or another it is 
heading for collapse. None has yet dared to propose system- 
smashing changes. Yet all face opposition from ideologues 
who are against any sort of change—Mr de Klerk most visibly 
(because South African politics allows dissent, for whites), Mr 
Gorbachev more murkily (because Soviet politics does not 
allow much of it, even for communists). On this week's evi- 
dence, Mr Rafsanjani is doing better for his end than either of 
the others. The battle in Iran is far from over, but the West 
should take note of this formidable operator's first success 








president has been his ability to stay out of trouble. This is a 
more substantial skill than the Teflon quality that marked 
Ronald Reagan's presidency. Mr Reagan often got himself 
into trouble, by misquotation or by muddle, but almost al- 
ways managed to laugh off any blame: barmy followed by blar- 
ney. Mr Bush has to work much harder to avoid barmy, be- 
cause he has none of his predecessor's televisual charm and 
his attempted one-liners usually fall flat. 

In the avoidance of barmy, though, Mr Bush has done 
well. On foreign affairs in particular, he has shown the sure- 
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dregs from M Reagan's glass to sour 


d not PAs it started to coisiler a new approach on 

been eas'Bush has stopped -hat appening. 

e 
feats about Mr Bush's presiéncy are less to do with 
&erial tactics than with his strzegy for the longer term. 
remember how he promised to Je the "education presi- 
dent”, a long-term goal if ever thre was one. Yet when he 
came to present his first budget, tle small print showed that 
he was proposing to spend less nvney in real terms than Mr 
Reagan had planned. And whenMr Bush flew into Poland, 
and thus into history-in-the-makhg, the leader of the world's 
democracies was able to promse his latest converts only 
$119m in aid spread over severa years. 

In neither case is the parsimony automatically a cause for 
criticism. Curing America's elucational inadequacies will 
need a change in structure, approach and morale at least as 


After Voyager 


..we-inspiring science needs worldwide co-operation 
Y BRINGING the world down to the scale of the human 


mind, science makes man the measure of more and more 
things. Few achievements demonstrate this more clearly than 
Voyager's exploration of the solar system (see page 83). The 
century has seen a string of such achievements. The atom, the 
planets, the stars themselves are now within man’s measure. 
The essence of matter and the moment of creation are far 
from understood; but they are no longer imponderables. Nor 
are the advances limited to physics. Biology has pursued the 
essence of life down to individual molecules in one direction, 
to the study of whole ecosystems in the other. 

This increase in the scope of inquiry has been matched by 
an increase in the size and the cost of science. When the world 
was made of earth, fire, air and water, individuals could afford 
to do science (such as it was). Gradually, the need for money 
led scientists to learned societies, universities and eventually 
governments. The technology required to bring news from 
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much as more dollars. Poles will never follow through to full 
pluralism, both economic and political, if outsiders smother 
them with banknotes. But Mr Bush's tight-fistedness did not 
come across as a central part of a wider philosophy about gov- _ 
ernment. On education and Poland, he offered so little be- 
cause he could afford no more. 1 
That goes to the heart of doubts over the Bush presi- — 
dency. He has inherited a budgetary position that is unenvi- 
able: almost $3 trillion of federal debt, deficits stretching 
ahead for ever, both houses of Congress in the hands of 
spending-minded Democrats. Yet his response to this predic- 
ament consists almost entirely of repeating the mantras of his 
predecessor: no tax increases, no cuts in old-age pensions, a 
big defence budget. These are precisely the principles that 
turned the budget red in the first place. 
The only way President Bush can escape this bind is by 
offering his own vision of the future, and then asking Ameri- 
cans to take the tough decisions necessary to realise it. A 
kinder, gentler America would mean fewer tax breaks for the 
well-off. An America concerned about the environment and 
posterity would choose to pay as much tax on a gallon of pet- 
rol as motorists in other rich countries do. An America secure — 
in its ideological triumph over communism would decide to — 
scrap one whole new weapons programme (such as the B2 
bomber) from its defence budget. ER 
So far Mr Bush has done none of these things, nor even 
hinted that he might. Nor will he ever do them, as long as he 
sees individual fiscal proposals as just different forms of tin- 
kering with what is still a Reagan budget. But if he has a Bush 
vision, then a Bush budget will follow—and both would be a 
lot more sellable than he now seems to think. He has earned 
his popularity by being competent, intelligent, likeable. Now 
he must use it, to win the bigger adjectives that presidents 
have to play for. 





the frontiers to the scientist's desk has become fearsomely 
large as the frontiers have drawn farther away. Some 3,000 
people coaxed the Voyagers through their years of travel. 
Hundreds of physicists use 1,000-tonne detectors for particles 
made in machines measured in miles and millions. 

Such projects stretch the limits of single governments; 
even when they can be afforded, they distort research bud- — | 
gets. They make sense only if they are done internationally, — 
the costs are shared and wasteful duplication is avoided. That 
is how an ideal world would organise its science. In an imper- 
fect world, governments are not always convinced by interna- 
tional science. They crave scientific superiority as a matter of 
national pride. But it is foolish to think that achievements in 
pure science should be a matter of national pride,exceptinso | 
far as a nation feels pride in serving humanity as a whole. 

One advantage of international science is that it can make 
governments look at their science budgets in the right spirit: 
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_ in terms of what they are willing to spend in order to enrich 
human understanding. Competition does play a valuable role 
in science: its practitioners thrive on it, and the spice of con- 
- flict adds zest to ideas that might otherwise seem dry. But 

sometimes the savings from co-operation outweigh the bene- 
- fits of competition. 

Consider particle physics, which is both fascinating and 
notoriously spendthrift. Both America and Europe are plan- 
ning huge, multi-billion-dollar particle colliders for the 1990s. 

__ After the progress that has already been made, building two 
such machines to get at one piece of physics would be a horri- 
ble waste of money. But America's attitude to international- 
ism is ambivalent. For decades world-scale science was the 
province of the American taxpayer, and the rest of the world 
could sit back and take pride in achievements like Voyager 
_ without paying a penny. The world's biggest debtor should 
now be seeking ways to share the burden. 

Yet no sooner has Vice-President Dan Quayle (as chair- 
- man of America’s National Space Council) spoken of co-op- 
eration than he blows it in the next breath by reasserting his 
country’s primacy in “America’s frontier”. Nobody would 
deny America a role in space as primus inter pares, at least in 
_ the West. But a space programme in which it does everything, 
with its allies chipping in with superfluous embellishments, 


_ A friendly TUC? 


M- 





AAV LEN the leaders of Britain’s trade unions meet in 
Blackpool next week, some of them will see the watery 
sun and wonder if it has turned out nice again. Theirs has 
been a summer of reviving hope. Unions have defeated man- 
agements at the BBC, British Rail and London Regional Trans- 
port. They have won pay awards well above price inflation 
_ from companies like Ici. 

Awkwardly, the biggest victories were achieved against 
weak public-sector managements. Others reflected the tight 
labour market in much of British industry at this peak of a 

. seven-year boom. There were no successes in areas where 
competition is hotting up, like the docks. Britain's public sec- 
tor is shrinking, and unemployment will soon be rising again, 

___ partly because of this summer’s wage inflation. As and if their 

_ apparent successes turn again into the seed for their future 

defeats, the real problem for the unions will emerge as before: 
to decide what it is they are there to do. 

The worst features of the unions' terrible 1980s are con- 
tinuing. Membership of unions affiliated to the Trades Union 
Congress (TUC) fell from 12.2m in 1979 to 8.7m in 1988. Al- 
though total numbers in employment in Britain have been 
rising since 1983, union membership has kept on falling. In 
the mainly white-collar, private-sector, especially part-time 
occupations—which are expected to grow fastest in the next 
decade—union membership is often startlingly low. On one 
estimate, which the TUC itself takes seriously, only 596 of Brit- 
ain's non-manual, part-time employees now belong to a 
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Britain’s trade unions still have a way to go to join the modern world 
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union. 

The good news for the Blickpool faithful is that Britain is 
still far from being a non-urionised country. Even after the 
years of decline, about 4096 of its workers are in unions— 
more than double the ratio in America. The unionised public 
sector will continue to shrink, but it is not going to disappear. 
Large employers of unionised manual labour, like car manu- 
facturers and engineering companies, are not suddenly goin. 
to turn themselves into assemblers of components made b, 
non-unionised workers in Thailand. Unions will be a familiar 
part of the British landscape for many years yet. Their core 
activity will continue to be to represent members to employ- 
ers, whether through collective bargaining or the resolution 
of specific grievances as they arise. 


All Thatcherites now 


Although unions will never say this openly, Margaret 
Thatcher has helped them perform this part of their business 
better than they used to. By making it difficult to call strikes, 
and impossible to win them by bullying workers who don't 
want to strike, the government has forced unions to listen to 
their members. It was the members who hated being called 
out to satisfy a shop steward's ego, who saw that inter-union 
disputes on the same site were daft. The leaders who attract 
members now are those who sign single-union deals, and 
commit themselves to binding arbitration. 

Some union leaders feel this is not enough. In the 1960s 
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and 1970s they assumed they could dignify their role by enter- 
ing into a “partnership” with government. Since 1979 Mrs 
Thatcher has disabused them, and made it plain that they are 
no more an estate of the realm than is the Rotary Club. If Mr 
Neil Kinnock’s Labour returns to power, they trust it will 
again treat them with reverence. 

Most leaders of both the party and the unions dislike such 
talk. Labour says it wants to drop (well, modify) the unions’ 
block-vote at its conference. The wisest unions now see that if 
they are identified with the actions of an unpopular govern- 
ment, they become even more unpopular themselves, and so 
does "their" government. An arm'sdength embrace now 
looks the prudent limit of passion between party and unions. 
If this year's TUC and Labour party conference increased the 
impression that a future Labour government would kowtow 
to the unions, that would diminish the prospects of Labour 
winning the next election. 

Soa lot of union leaders see that they should now concen- 
trate on improving their services to their members, but are 


not yet being sufficiently imaginative about what new services — 


to offer. Unions should remember the days when they were 
just friendly societies. Once, they provided a host of health, 
welfare and education services for their members. Most of 
that activity was later gladly handed over to public bodies. But 
the monolithic, centralised welfare state is breaking down; it 
is already being attacked from both right and left—and will 
always be resented by whichever party is having to shoulder 
the other expensive tasks of government. 

Radical unions should now be looking for bits of the wel- 
fare state to pick up. Could they run employment exchanges 
in competition with both government and private firms? 
Might they start their own City Technology Colleges, com- 
peting with the one set up down the road by the local employ- 
ers? Can they not offer their 4096 of the British workforce 
(and their families) much better terms on credit cards, bulk- 


buying, holidays? To some union leaders, this would be the À 


ultimate heresy, an admission that we are all capitalists now. It 
would also be nothing less than the truth. 





.he travelling salesman 


F.W. de Klerk had better be as eager to talk to South Africans as he is 


to their neighbours 


OMETHING new is happening in South Africa. For the 

first time since it came to power in 1948, the ruling Na- 
tional party is trying to win support by appealing to flexible, 
rather than inflexible, white voters, and is basing its appeal 
on the promise of talking to blacks, not yelling at them. In 
this unusual campaign lies the possibility of change for the 
better—and also the possibility of dashed hopes. 

All general elections in South Africa are peculiar, if only 
because they involve all the paraphernalia of democratic elec- 
tions yet exclude the majority of the country's citizens. The 
election on September 6th is more peculiar than usual in that 
the National party's leader, Mr F.W. de Klerk, is doing his 

"5st conspicuous campaigning outside the country, courting, 

_ would seem, the support of people who are not South Afri- 
cans and would not be allowed to vote if they were. Over the 
past six weeks Mr de Klerk has met the black leaders of Mo- 
zambique, Zaire, Zambia and Lesotho, who have greeted him 
not with the vitriol and denunciations usually meted out to 
the officers of apartheid but with tolerance and even re- 
strained approval. 

Thus fortified, Mr de Klerk is going before the voters as 
the man who can negotiate South Africa out of its difficulties. 
Such a tactic is not just a departure for a Nationalist, but a 
risky one. Time and again his predecessors, faced with right- 
wing threats much less formidable than that now posed by the 
Conservative party, have chosen to assemble the ox-wagons 
in the traditional circle and gather Afrikanerdom inside. 
From there they have thumbed their noses not only at blacks, 
Indians, mixed-race Coloureds and the world, none of whose 
votes count in the whites-only house of Parliament that domi- 
nates South Africa, but at ballot-casting English-speakers too. 
They have generally been rewarded with increased majorities. 
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Mr de Klerk, by contrast, appears to be writing off the 
ultra-racist right. Those protesters smarting under the sting of 
policemen's whips, rubbing tear gas from their eyes or picking 
shot-gun pellets from their sides may not believe that Mr de 
Klerk stands for anything but a variation on a familiar theme. 
Yet de Klerk-the-traveller may be more significant than de 
Klerk-the-acting-president, whose job it is for the moment to 
uphold apartheid. By turning his back on the ideological rac- 
ists, he is wooing the English-speaking vote and thus chang- 
ing the nature of the National party, albeit from a tribal re- 
doubt (of Afrikaners) into a racial one (of whites in general)— 
but any broadening must be welcome. By casting himself as a 
negotiator, he is evidently prepared to be more conciliatory 
than was his predecessor, Mr P.W. Botha, at least towards the 
end of the Botha presidency. 


The logic of talking 
Mr de Klerk's sincerity should not be in doubt: if he did not 
mean to carry through his pledge to negotiate, there would be 
no point in making it, for the pledge alone brings with it the 
risk of losing his job. But it is still not clear that Mr de Klerk 
appreciates whom he must negotiate with. Talks with 
neighbouring leaders are all very well; indeed, they may play a 
vital part in ending regional wars, such as Angola's, which 
now threatens to get going again. But the only talks that can 
end South Africa's internal war, and thus its isolation in the 
world, are with the leaders of its own black majority. In this 
sense Mr Botha was right when he declared in his resignation 
speech on August 14th that Mr de Klerk's talks with Zambia's 
President Kaunda would be tantamount to talks with the 
banned African National Congress. 

Logic was with Mr Botha; foresight may not have been. It 
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will interpret his victory more as a mandate for diplo- 
‘abroad than for reform at home. - 

And Mr de Klerk may well prove to be a skilful diplomat. 
pearance and manner, he is benign, certainly more be- 
han Mr Botha could ever manage to be. In argument 
conduct, he is adroit: he owes his position as party leader 


Na nalists win the election, Mr de: 












to his skills as a tactician. Nothing in his career suggests that 
he is a man of strong convictions; everything suggests he is 
one of instinct and calculation. The hope must be that, if his 
instincts do not lead him to talk to South Africa's disfran- 
chised black leaders, then his calculations will. Otherwise 
South Africa's next election will revert to type, amid fear, 


bloodshed and right-wing bogeys. 



















































t the courts. That is as good a reason as any for saying no 


* YOU listen to American stockbrokers, compulsory ar- 
bitration is the best break their customers have had since 
Mayday 1975 when fixed commission rates on share transac- 
ions were abolished. They cite a study the New York Stock 
hange commissioned after the Supreme Court gave a rul- 
the NYSE liked: the court said nearly all securities cases by 
tomers against brokers should go not to court but to ar- 
ration if the customer had signed a standard arbitration 
», The NYSE’s study says that arbitration is quicker and 
han litigation and that plaintiffs are usually awarded 
et sums. Customers are right to suspect they are being 
aded the wrong end of the lollipop. 
The nyse document that brokers wave so enthusiastically 
urvey rather than a study. Some of its statistics are hardly. 
rth the cheap paper they are written on. Deloitte, Haskins 
Sells, the accountancy firm that conducted it, cautioned in 
covering letter that the survey was “not subjected to proce- 
‘in accordance with generally accepted auditing stan- 
ards". Interested parties—six brokerage houses—supplied 
ne records which the accountancy firm used to compare the 
ults of litigated disputes with arbitrated ones. The firms 
not required to choose the same three-month period as a 
ase. Nor were their files subject to an audit check. 
The sceptics include the Securities and Exchange Com- 
ssion, even though in recent years the SEC has lost its anti- 
stablishment instincts. The old give 'em hell regulatory style 
Mr Manny Cohen and Mr Stanley Sporkin is out of fash- 
n. The present agency is able to swallow Deloitte’s finding 
arbitrated cases are resolved more quickly than litigated 
es (an average of 434 days compared with 599 days) and at 
lower legal cost ($8,000 compared with $20,000). But even 
oday’s tamer SEC chokes over the NYSE’s claim that the plain- 
ffs recover more as a percentage of their total claims in ar- 
itration (19.796) than they do in litigation (2.696). It can find 
10 "empirical support" for that conclusion. 


ive shareholders an even break 


nvestors would be less suspicious of arbitration if brokerage 
ouses were not so determined to frog-march them into it. 
bitration has a long history as a way of settling trade dis- 
utes between businesses that expect to have a continuing, 
rofitable relationship: for example, a car manufacturer and a 
car dealer. Hundreds of retired judges, in Britain as well as 
America, pay for their yachts with the fees yielded from set- 


dispute about disputes 


American stockbrokers want their customers to settle all disputes through arbitration, 
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tling these disputes, though in American securities cases arbi- 
trators' fees are low. As Professor Richard Shell of the Whar- 
ton School has noted, businessmen have a common interest 
in signing a clause that requires them to send their periodic 
commercial disagreements to private, mutually selected e 
perts rather than to judges and juries. Brokerage houses an 
their customers are different. 

Typically, the brokerage house holds all the cards. It has 
deeper pockets than the aggrieved investor. It is more expert. 
It possesses the documents the investor needs to prove his 
case—documents that are often hard to obtain during the 
discovery process. To weight the odds further, brokerage 
houses are not only insisting that customers, especially those 
opening margin or option accounts, sign an arbitration. 
clause. They also insist that the clause commits their custom- 
ers to the arbitration procedures of a securities-industry body 
such as the NYSE or the National Association of Securities 
Dealers. This is contrary to NYSE policy. In a letter to its mem- 
ber organisations on June Ist, the Big Board "encouraged" 
them to give their customers the right to choose the Ameri- 
can Arbitration Association to resolve disputes. 

By ignoring this advice, brokerage houses are increasing 
the chances of Congress passing legislation to keep arbitra- 
tion voluntary. This is already the policy of the Commodity 
Futures Trading Commission, whose main job is regulatir ~“ 
the Chicago markets. Customers of commodity brokers hav 
the right to refuse to sign an arbitration clause and so retain 
their freedom to take to court any dispute that arises. A 
march to court does serve to enrich lawyers. But if arbitration 
is as wonderful for the customers as brokers say it is, why not 
permit rather than require them to go for it? 

Suspicions would also be reduced if arbitration clauses al- 
lowed customers to choose the arbitrating body. The arbitra- 
tion procedures of the stock exchanges were originally in- 
tended primarily to settle clubby disputes between members. 
The NYSE is undoubtedly sincere when it claims its arbitration 
today is as fair as anybody's, but its members' customers 
should have a guaranteed right to go elsewhere if they prefer. 
An appearance of neutrality is sometimes as crucial as neu- 
trality itself. The American Arbitration Association gives par- 
ties to a dispute longer lists of arbitrators to choose from and 
gives each of them a right to cross out lots of names. More 
important, it is independent of the securities industry. 














Colombia is fighting a war against drugs. America is losing one. The rest of 
the world will lose too, if its weapon is prohibition. There are better ways 


COWARDS the end of 1988 a 
kilogramme of cocaine fetched about 
^ $12,000 in New York. A hard bargainer 
could get it for $8,000. Stockists were un- 
loading and the price was falling fast. The 
import, sale and possession of cocaine are 

egal in the United States, yet there was a 
»-Jt of the stuff. 

Back in 1980, one-kilogramme lots of 
cocaine hydrochloride cost about $60,000. 
In those days it was a foolish fashion for 
bankers and bond-salesmen, who sniffed it 
through rolled $100 bills after dinner while 
boasting of their good connections. Now it 
is sold adulterated at $10 or less for a cheap 
ten-minute thrill amid murder and mayhem 
in America’s slums. Even that price still 
brings huge profits: a gramme makes four 
doses, so the kilogramme bought for 
$12,000 can fetch $40,000 on the street. 

The drugs trade is a fine specimen of un- 
restricted competition, which efficiently 
brings down prices and pushes up consump- 
tion. Governments refuse to limit the trade 
by regulation, taxation and discouragement. 
Instead, by national laws and international 
conventions, they try to prohibit it. In 1980 
the federal government of the United States 

__snent just under $1 billion trying to keep 

C &roin, cocaine and marijuana out of its do- 

“mestic market. By 1988 it was spending al- 
most $4 billion. Yet the retail price of drugs 
dropped even faster than the cost of polic- 
ing rose. As prohibition failed, the volume 
of imports soared. 


Funny figures 

No one knows the arithmetic of the drugs 
trade. Retail prices can be fairly easily estab- 
lished by asking around in any American 
city. Since drugs traders do not declare their 
dealings to the customs or the tax-men, 
other figures on the trade are bogus. The 
American figures are especially odd, since 11 
federal agencies (police, customs, coast- 
guard, Drug Enforcement Agency and so 
on), plus uncounted state bodies of one sort 
and another, competitively claim that the 
- drugs problem is very serious, so give them 
ore money and they can solve it. The first 
statement is true, the second false: either 
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way the "statistics" get swollen. 

For example, a subcommittee of the 
United States Senate recently reckoned the 
global trade in banned drugs at $500 billion 
a year—an estimate credited to another esti- 
mate, in Fortune magazine. Of that, said the 
subcommittee, about $300 billion was 
earned in the United States, and about one- 
third of American drugs sales are of cocaine. 
So, hey presto, the American cocaine mar- 
ket is worth $100 billion a year, which, at 
$40,000 a kilo retail, implies imports of 
2,500 tonnes of cocaine. 

At a fair guess, it costs about $200 to 
produce one kilogramme. Transport from 
Colombia to North America costs about the 
same. Add a crude $1,000 for distribution 
expenses, including bribes and enforce- 
ment. Compare these costs even with the 
low 1988 street price, and it appears that 
along the distribution chain total American 
cocaine sales bring dealers tax-free profits of 
more than $95 billion. 

Of such heroic arithmetic are scare-sto- 
ries made. Yet—however uncertain the fig- 
ures—cocaine is indeed clearly the most 
profitable article of trade in the world. In re- 
sponse to profitable American sales in the 
late 1970s, third-world producers planted 
extra acres, fitted out new laboratories and 
recruited better-armed sales forces. By the 
late 1980s deliveries had soared. To unload 
them, the middlemen had to cut their 
prices. They went down-market, hiring 


gangs to compete for distribution mo 
lies in poor areas, 

By early 1989 the slums of the Distri 
Columbia, seat of the most powerful go 
ment in the world, saw—or rather, to 
not to see—about ten murders a week. F 
were associated with cocaine trafficki 
Politicians and journalists could: he 
shooting. It hugely reinforced the án 
propaganda that was already fash 
with everybody from Firs 
dies to the musicians s 
rap and reggae and salsa ta 
to the ghettoes. The war 
drugs flooded the media. ' 
drugs continued: flooding | 
slums of Washington. =- 






























































Now for Europe 
American demand is prob 
falling (though not the m 
rate: the fight for the re 
ing trade could well be 
still more vicious). So forw 
looking drugs merchants ar 
investing their profits in 1 
markets. Japan's is potentia 
huge, and developing fast. T 
richest is Western Europe, even ahead 
1992. In drugs as in other leisure pro 
Europe's diverse countries have diff 
tastes and offer different market oppi 
ties. Spain's links of trade and c 
producing countries in Latin America 
it a natural market for the Colombian 
caine industry. Italy is the native land of 
mafia, which is losing its old grip on tl 
North American drugs trade; heroin, t 
mafia speciality, is already rife in Italy, whe 
it killed more than 800 people in 1988 
as many as in the United States. 
In northern Europe, Chinese, Pakista 
and West Indian gangs (not to mention 1 
natives) have long competed for cont 
illicit markets. Imports are rising, prie 
dropping. European governments t 
days are spending much more on anti-drugs 
















her is the price paid by the customers 
ie of overdoses or poisonous adulter- 
by policemen, by ordinary citizens 
e lives are intermittently put at risk and 
hose civil liberties sometimes curtailed in 
losing battle to prohibit drugs. 


al and illegal 
ost everybody takes some kind of stimu- 
ng drug. In 1988 the average Briton aged 
t 18 spent $50 on tea and coffee, $325 on 
acco and $750 on alcoholic drinks. 
ese legitimate products please, or invigo- 
ate, or calm, or console; they change the 
aker's state of mind. So do various stimu- 
ts and tranquillisers that may (depending 
local law) be available only on prescrip- 
All are addictive, in varying degrees. 
The demand for mind-changing drugs is 
sistible, although their effects are mys- 
«Alcohol, for instance, is classed as a 
ant, but makes most drinkers hap- 
r. Alcohol abuse has been recorded ever 
ce Noah, safe after his Flood, "drank of 
' wine, and was drunken”, with awful 
onsequences for race relations. 
Cigarettes kill smokers by the million. 
ghol wrecks people's lives and livers, ru- 
families, helps cause most road accidents 
“most violent crimes in most western 
ntries. Powerful advertising promotes its 
umption, mild government campaigns 
Cked by discriminatory taxes) seek to di- 
ish it. But outside the Muslim countries 
at forbid alcohol on religious grounds, no- 
y seriously suggests prohibition. That 
as tried in America between 1920 and 
3, and it failed. 
egal drugs do much the same things as 
l ones but more so; the difference that 
rs is legislative, not pharmacological. 
' law copes clumsily with “designer” 
gs, invented by chemists and cheaply 
e in home laboratories. But the main 
ded products are easier targets, the tradi- 
ional drugs derived from tropical plants: 
Marijuana (ganja, bhang, dope) is made 
1 the leaves and seeds of Indian hemp; 
oncentrated (and so more easily smug- 
) form is hashish. It may be smoked, 
nk as an infusion or baked in cakes. It 
ces euphoría, disorientation, a height- 
d sense of rhythm and music and a lack 
otivation and aggression. It has no im- 
'tant medical use, and people do not feel 
ll when they stop using it. Many American 
tudents find marijuana milder, easier to 
nceal and harder to detect than beer, 
ich is equally illegal for most people of 
college age there. Marijuana consumption is 
videly tolerated even where its sale and sup- 
ly are banned. 
Cocaine is the active ingredient of the 
ca plant, habitually used by Andean Indi- 
$ against cold, hunger and fatigue. Medi- 
ally, no good substitute has yet been found 
for coca derivatives in the relief of pain. Ille- 
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forcement than they used to. Far 
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Pand more to get the 
g its use may leave a 
craving e as that which some people 
feel after they stop smoking cigarettes. Regu- 
lar use rots the nose and damages the mus- 
cles of the heart. 

Cheap cocaine may contain traces of 
the damaging solvents used in extracting it 
from the original leaves. Tiny volumes of it, 
mixed with baking soda to make “crack”, 
may be heated to give off hot and harmful 
intoxicating smoke. Crack is no more or less 
addictive than cocaine in other forms; but 
$10-worth of it can give impoverished 
youths ten minutes of reckless excitement, 
during which they do crazy things. They 
could get the same effect much more cheaply 
with synthetic amphetamines. 
€ Heroin is a soluble powder derived from 
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poppies; opium is dried poppy sap, mor- 
phine an intermediate derivative, codeine is 
in every household. The opiates are medi- 
cally irreplaceable painkillers, which work 
so powerfully on the central nervous system 
that stopping their use can cause physical 
distress as bad as a bad flu. 

Prudently used, heroin need do no great 
physical harm: when doctors in Britain were 
free to prescribe it, some of them became ad- 
dicts and still worked well at their jobs for 
decades. That was stopped because a few ad- 
dicted doctors thought heroin so wonderful 
that they prescribed large quantities of it for 
others, profitably spreading their own ad- 
diction. 

Most healthy people dislike heroin, but 
it can enslave the unhappy or the psycholog- 
ically disturbed. As many as one in four of 
those who regularly use it feel ill if they do 
not take it, and will lie, cheat and steal for 
their supply; these are the addicts. Their 
craving may be chemically assuaged by syn- 
thetic methadone. Many doctors and prison 
officials think heroin addiction mainly a 





symptom of psychological disturbance, and 
try to treat it much as they treat alcoholism, 
gambling and other compulsions. But doc- 
tors are reluctant to treat addicts who, by 
admitting their addiction, are also 
confessing to a crime. 


Addicted societies 


Drug abuse may accompany social as well as 
personal disorder. Respectable citizens were 
scared by alcohol in England in the 1740s 
(and in Russia always), by opium in nine- 
teenth-century China, by hashish in Egypt 
in the 1920s. North Europeans tend to 
drink rarely but in heavy binges, so Nordic 
countries tax strong drink hard. Southern- 
ers drink as much but more slowly, so Ital- 
ians do not seem drunk and have weak anti- 
alcohol laws, but still damage their livers. 

American politicians became convinced 
during the first world war that drink was 
wrecking the nation. In 1919 they amended 
the federal constitution to prohibit all deal- _ 
ings in alcohol, except for medical purpose 
Drunkenness dropped, but a lot of peop: 
insisted on their beer or whisky. Some 
brewed the stuff at home, and brewed hang- 
overs with it. Others bought certified liquor 
from Scotland via Canada, or from France 
via Cuba. The shippers, labelled as crimi- 
nals, behaved as such. They “protected” 
truck-drivers and bar-owners, shot rivals, 
paid off local politicians and policemen. 

The federal authorities caught the rich- 
est bootleggers mainly by tricks such as ex- 
cessive income-tax assessments. As soon as 
they trapped one, another sprang up to sat- 
isfy the profitable demand. By 1933 the fed- 
eral government gave up and legalised 
drinking again. The bootleggers, losing their 
tax-free profits, diversified into other illegal 
services such as gambling and abortion, As 
these too began to be made legal, so less 
profitable, the gangs went back to smug- 
gling, and began with marijuana. 

The Caribbean entrepots began tores. 
live the bootlegging days that Hemingwá 
recorded. Then in the 1960s the region ac- 
quired more small, poor, bribable govern- 
ments. The marijuana transport and retail 
networks too made progress, brutally, by 
buy-outs and shoot-outs, into cocaine, 
which meant higher profits from smaller 
volumes easier to conceal and transport. 

Britain's experience has been longer. In 
the eighteenth century cheap gin ravaged its 
crowded, already industrialising cities. Mor- 
alists were appalled at the degradation de- 
picted by Hogarth, capitalists found that 
drink made their workers unproductive. So 
Parliament began to control the trade. Re- 
tail sales were limited to outlets supervised 
by local magistrates. The quality of spirits 
was stiffly controlled, to cut out poisonous 
adulterants. Taxes made strong drink much 
costlier than relatively harmless beer. 

The system remains in place, modified 
(albeit too slowly) to match the changing 
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imes. Now Britain certifies Scotch whisky 
hat is smuggled to the prohibition coun- 
s of the Gulf, as though Colombia certi- 
cocaine for export to New York. At 
me, alcohol’s ravages increase when, as 
v, the government fails to keep taxes on 
ahead of inflation. Drinking remains a 
roblem for private health and public safety. 
he drinks trade is crime-free. 


ting prohibition 
hibition creates crime, and so gives rise 
lercer dangers than the medical and so- 
ones it is intended to avert. True, the 
pect of time in jail must prevent pru- 
t people from ever trying drugs at all. But 
t the prudent who need protection. 
e young and the foolish are exposed 
special risks when several different drugs 
€ classed together as illegal. The state says 
arijuana is much worse than alcohol, and 
must therefore be banned, with stiff penal- 
ies. Young people see their friends smoke 
and try it without much harm. They may 
'efore believe the whole law is an ass and 
gine that heroin, subject to similar bans, 
milarly harmless, which it is not. 
Governments compel producers to indi- 
the alcohol content—and, for wine at 
east, the quality—of their drinks. Banned 
gs are simply banned; their quality and 
urity depend on no more than the seller's 
good faith, which may not be great. Cheap 
Tack, or the even cheaper cocaine sold as 
asuco, is often poisonously tainted by eth- 
lene or even petrol used as a solvent in its 
making. That can kill. In southern Italy the 
mafia sells heroin at 10% concentration, in 
he north at 50%. Southern addicts visit the 
iorth and kill themselves with one injec- 
n, like a beer-drinker who might unknow- 
ngly gulp a pint of whisky. 
- Governments that. ban drugs cannot 
also tax them; they thus abandon the most 
ffective means of controlling their abuse. 
tain's differing tax-rates divert demand 
from hard spirits to less harmful beer, but 
ot from heroin to marijuana (nor from 
marijuana to beer, if you think that desir- 
ble, which many wouldn't: a joint costs less 
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in London than a pint). Drugs impose pub- 
lic costs—for policing the trade, for treating 
its victims (such as the heroin users who get 
AIDS from shared needles), for warning the 
public against abuse. Governments decline 
the revenue that taxes could produce. 

Drug-takers steal to pay for their illegal 
habit. Drug retailers fight it out for control 
of the streets. Drug wholesalers form protec- 
tion squads, bribe policemen, tempt politi- 
cians. Drug shippers and exporters buy air- 
craft, arsenals and whole governments. 
America’s covert agents, in South-East Asia 
and in Central America, have too often ex- 
changed favours with them. The drugs busi- 
ness is the basis of much of the world’s petty 
crime, and of some of the world’s largest 
criminal conspiracies. 

Vast untaxed profits amass in the con- 
spirators’ hands and trail off into peaceable 
tax havens. The latest intergovernmental 
fashion, enshrined in a new United Nations 
convention, is therefore to beat the conspir- 
ators by taking away their profits. That 
sounds good. But the world is awash with 
crypto-dollars, avoiding tax or evading ex- 
change-controls; it is impossible to sort the 
drugs money out from the rest 
without attacking the banks 
that big countries protect. So 
far, the main target of Ameri- 
ca's prosecuting zeal is a bank 
owned by Saudis, inspired by 
Lebanese, managed by Paki- 
stanis and blaming any regret- 
table misunderstandings on its 
outpost in Panama. 

American politicians are 
frightened of drugs wars on 
their streets, and so they 
should be: they have the most 
heavily armed urban popula- 
tion in the world. Drugs wars 
in poorer, less resilient coun- 
tries terrify their politicians 
with even better reason. Leba- 
non is awash with weapons, 
many of them paid for by the 
poppy crop whose precíous sap 


In Co judges and newspaper edi- 
tors have faced a choice: collaborate and get 
$100,000, resist and get a bullet-in yout 
son’s head. Now it is the authority of the 
state itself that is at risk. 

The ooze of corruption from the illegal 
trade threatens bigger nations such as Paki- 
stan and Brazil. Hard-working Jamaicans 
can make money flying fresh flowers to the 
United States; but smugglers slip ganja into 
the flower-pots, so the American customs 
search the flowers for so long that they die. 


Legalise and control 


Drugs are dangerous. So is the illegality that 
surrounds them. In legitimate commerce, 
their sale controlled, taxed and supervised, 
their dangers proclaimed on every packet, 
drugs would poison fewer customers, kill 
fewer dealers, bribe fewer policemen, raise. 
more public revenue. 

For drugs as for alcohol, different soci- 
eties need different remedies. The present 
international ban compels all to adopt t 
same blanket policy: to pretend that th , 
can stop the trade, so forcing it into the evil 
ways that it now follows. Only the Dutch 
have had the courage to break away, treating 
different drugs differently and selectively ap- 
plying social and medical remedies rather 
than criminal. Holland is permissive; yet few 
of its youngsters die of drug abuse (and 
hardly any get Aips from infected needles). 
Drug-related crime is under control. i 

Legalising the drugs trade would be 
risky. Prohibition is worse than risky. It is a 
proven failure, a danger in its own right. 
The Economist advocates its replacement 
with more effective restrictions on the 
spread of drugs. In summary, we want to 
legalise, control and strongly discourage the 
use of them all. Give it 20 years, while to- 
day’s drugs squads turn their energies to 
things that actually do some good like help- 
ing little old ladies cross the road. 














keeps the Afghans fighting 
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In wrcking mood, Han Sen, Sihanouk ne Khieu Sap 


Back to the battlefield 


FROM OUR PARIS CORRESPONDENT 


The skies e darkenin 
breakdown of the Cam 


again over Indochina. Here are re 
ian peace talks, on the rising num 


rts on the 
ers of Viet- 


namese boat people and on Vietnam's anti-reform communists 


.)OOR Cambodia is to have no rest from 
E its troubles, at least not yet. The 19-na- 
tionParis conference that had worked all 
month for a peace settlement ended on Au- 
gust 30th without. result. France had co- 
chaired the conference with Indonesia, and 
French officials put a brave face on the fail- 
ure. They talked of reopening the talks 
when the chances of agreement were better, 
perhaps next spring. But that would come 
long after the withdrawal of the last of Viet- 
nam’s occupying troops, which is promised 
for September 26th. In that time Cambo- 
dia’s rival factions would have little to re- 
strain them from turning on each other in 
an all-out civil war. 
Foreign ministers, including those of 
America, Britain, China, France and Russia, 
_ gave the conference a grand send-off at the 
c beginning of August. The aim was a peace 

aty involving international supervision of 
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the Vietnamese withdrawal and a ceasefire 
between the forces of the Vietnam-backed 
government in Phnom Penh and the anti- 
Vietnam resistance led by Prince Norodom 
Sihanouk. A transitional government 
would have been set up to prepare a con- 
stitution and free elections. 

Ambitious as that sounds, there were 
grounds for thinking that the outside pow- 
ers wanted to be done with Cambodia, and 
that the Cambodians themselves might at 
last be weary of the two decades of war and 
terror in which more than Im of their 
countryfolk had died. Once the ministers 
had left, however, the working sessions 
quickly ground such hopes away. 

Four Cambodian parties were repre- 
sented: the government of Mr Hun Sen, and 
his three opponents in the resistance alli- 
ance. The three opponents are Prince Siha- 
nouk; Mr Son Sann, a former prime minis- 


ter; and the Khmers Rouges, who mur 
ously ruled Cambodia under Pol Pot. 
1975-78 and were represented in Pari 
their smooth front-man, Mr Khieu: 
phan. By mid-August it was clear that 
four Cambodians were not ready to dea 
Nor were the Russians, American: 
Chinese ready or able to make the C: 
bodians deal. None of their senior. m 
showed up for the final session: The 
sians are pleased above all that Vietnam 
biggest recipient of their aid, is getting o 
a costly and inconclusive foreign adventi 
what happens in Cambodia afterward: 
less concern. The Americans want a settle 
ment but do not seem willing to spend much 
diplomatic capital getting it. They are to 
between distaste for any agreement 
would give the Khmers Rouges a sh 
power and a desire not to trample on 
many Chinese toes at once in the afterma 
of the conservative crackdown: in Bei 
The Chinese themselves would probab’ 
content with any solution that:dishes ' 
nam. In practice, that means not abandc 
ing the Khmers Rouges just now. ` 
There were two main sticking points 
the talks themselves, the second of w 
was decisive. The first was the Hun Sen g 
ernment's objection to a peace-keeping 
for the United Nations. Mr Hun Sen ob 
to it because the resistance alliance t 
Cambodia's UN seat. Among non-com: 
nist powers, India alone recognises 
Phnom Penh government. Mr Hun S 
who agrees that the Vietnamese pullo 
should be internationally watched (b 
whom is unclear), had raised hopes that 
objection to the UN might be lifted when t 
allowed its fact-finding mission into Cambc 
dia last month. Yet he remained obdurate to 
the end on any UN part in peace-keeping. 
The uw fact-finding team itself w 
gloomy about the chances of keeping 
peace between guerrilla armies fighting 
Cambodia’s mountains and jungles. It r 
ported that peace-keepers would have t 
rely entirely on themselves for fuel ai 
other supplies. Watching the Vietnan 
leave would, it reported, require perhap 
only 200 men. Supervising a ceasefire woul 
need at least “several battalions”, a commi 
ment guaranteed to make the UN political a 
fairs division—and its paymasters—blanch 
To make peace-keeping easier, the 
team said guerrilla armies should be re 
grouped in camps and disarmed. Mr Hu 
Sen, however, has insisted on a ceasefir 
place to keep the Khmers Rouges a safe d 
tance from Phnom Penh. Many, he believes 
are across the Thai border in refugee camp 
All this might well have been solubl 
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had the four Cambodians been ready to 
strike a bargain among themselves. Here 
again there was a major and a minor sticking 
point. The minor one was whether Mr Hun 
Sen or Prince Sihanouk should have more 
power during the transition. The French 
proposed a power-sharing arrangement 
to prepare for elections. This was to consist 
of a council of state, headed by Prince Siha- 
nouk and including all four Cambodian par- 
ties. Mr Hun Sen would stay in charge of the 
government. The two fell out over who 
would control the army and the police. 

There was a chance of their overcoming 
mutual distrust had it not been for a deep 
disagreement over the Khmers Rouges. This 
was the major obstacle. Mr Hun Sen, a for- 
mer Khmer Rouge commander who knows 
their ways, wanted to exclude them from the 
transitional government. Prince Sihanouk 
likes the Khmers Rouges no more than Mr 
Hun Sen. They jailed the prince and killed 
several of his relations. Yet he hoped to in- 
clude them in a settlement from the start— 
so as, he said, to tame and disarm them. 

So what has the conference changed? 
The French say it has isolated the main 
problem—China and the Khmers Rouges— 
and provided a framework for agreement 
when the contestants are ready to settle. But 
the problem was known before, and a frame- 
work for agreement matters far less than the 
willingness to agree. 

In many eyes Mr Hun Sen came to Paris 
as a Vietnamese marionette. He leaves with 
his stature enhanced and with a chance, it is 
said, of economic help and perhaps even 
diplomatic recognition, from France and 
Australia among others. Mr Hun Sen’s 
growing self-confidence changed the chem- 


istry among the Cambodians. With Mr 
Najibullah in Afghanistan as an encourag- 
ing example, Mr Hun Sen is no longer so 
fearful that he will be swept from power 
once his Vietnamese protectors have gone. 

Prince Sihanouk has shown again what 
a dependent variable he is. He was hoping 
that Mr Hun Sen would be more worried 
about the future and the Chinese less loyal 
to their Khmer Rouge clients. The prince 
leaves the Paris conference moody and dis- 
tracted by quarrels within his entourage. 
There can probably be no settlement with- 
out him. But there is little he himself can do 
to bring one about. 

The enigma lies in the strength of the 
Khmers Rouges and the intentions of the 
Chinese. Few doubt the will of the Khmers 
Rouges to win power. But are they still the 
formidable fighters they were? Will China 
continue to arm them? Will the Thais, 
whose prime minister earlier this year talked 
of a "golden land" of peace in Indochina, let 
Chinese arms slip through to them? More 
questions than answers, but it is certain that 
Cambodia's woes are far from an end. 


Kon-Tikis, 
go home 


CDI odyssey of the Vietnamese boat peo- 
ple is beginning to resemble an earlier 
extraordinary event: the migration of the 
Polynesians to colonise the Pacific. Like 
those legendary seafarers, the boat people 
are covering great distances. Japan and the 











Japan ahoy 


Philippines both report increasing numbers 
of refugees now coming over the horizon. 
Getting to the Philippines means abandon- 
ing familiar coastal waters and navigating 
800 miles across the South China Sea. Japan 
requires them to undertake a journey of 
nearly 2,000 miles. 

The host countries—so-called—are less 
interested in historical comparisons than in 
how to dispose of the new arrivals. So far 
this year two dozen boats carrying refugees 
have reached Japan. Packed gunnel to gun- 











FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


A long way from Warsaw 





HOSE neighbouring fogies, East Ger- 

many and Czechoslovakia, were un- 
happy about Poland's bolt for a non-com- 
munist government last month; far-off 
Vietnam was livid. Nhan Dan, the Com- 
munist party newspaper, urged the Polish 
party to "fight resolutely against the anti- 
socialist forces and take the country out of 
the present crisis". A few days later Mr 
Nguyen Van Linh, the Vietnamese Com- 
munist boss, seemed to have Poland (or 
maybe even Russia?) in mind when he 
told a party Central Committee meeting 
that "we express our profound concern 
over the danger threatening socialism 
[from the reforms] in some fraternal so- 
cialist countries." 

The alarming events half a world away 
merely brought to the surface Vietnam's 
strongly held belief that economic reform 
may be all right, but political reform is 


not. This belief even prompted some kind 
words for the hated Chinese. After the 
Tiananmen Square massacre in June, 
Vietnam's government issued a compli- 
cated statement suggesting that it could 
see why China did what it did. 

Doi moi, as Vietnam calls its economic 
reform, has a hint or two of political relax- 
ation about it. The Vietnamese talk of 
cutting bureaucracy and making govern- 
ment more efficient and less bossy. In the 
past year farmers have received fewer in- 
structions about which crops to plant, 
people's committees have sacked some of 
their members, and the government has 
made efforts to let businessmen get on 
with business without being accused of 
“counter-revolution”’. Journalists can crit- 
icise corrupt officials, and condemn Ho 
Chi Minh's cruel land reform of 1956. 
Southerners who fought against North 






Vietnam and the Vietcong are now some- 
times credited with good qualities. 

But for the most part in Mr Linh's 
Vietnam, as in Mr Deng's China, political 
reform stops at the economy's edge. No-' 
body—in print, on film or otherwise—is 
allowed to challenge the party's monopo- 
listic right to rule. Letters are still opened 
and people are watched. Until a few years 
ago anyone involved in an anti-commu- 
nist movement (they are started up from 
time to time in the south) could end up in 
a re-education camp; they still operate in 
secret for fear of reprisals. 

In the communist world’s debate 
about what sort of reform is needed, the 
Vietnamese have lined up against Poland 
(of course) and their patron Russia, and 
with their enemy China. But, like China, 
Vietnam may find that economic reform 
eventually produces political challenges to 
the party. At first the challenges will come 
from the south, but could easily spread 
throughout Vietnam. They are likely to 
end, as China's did, in tears. 
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|. nel, they have brought some 2,200 men, 
women and children, ten times the number 
the whole of last year. The Japanese gov- 
rnment said on August 29th that it will 
start screening its boat people to decide 

which are genuine political refugees. 
Screening, which is.a euphemism for 
fairly heavy-handed interrogation, has been 
adopted with enthusiasm by most host 
- countries. Relatively few refugees persuade 
-the interrogators that they would be perse- 
t cuted if they were returned to Vietnam. So 
they are condemned: as "economic mi- 
grants". This is what the Polynesians were, 
+- but in today’s crowded world the phrase has 
< become a term of abuse for those who have 
«had the temerity to seek a better life in an- 
other country. Economic migrants from 
"Vietnam are told that if they do not go back 
voluntarily they may be forced back, or left 
to rot in a camp with no prospect of making 

a new life elsewhere. 

Hongkong has pioneered screening. It 
ow has 55,000 boat people—four times the 
umber who were there 18 months ago. 

They are packed in camps whose conditions 
hardly support the British colony's claim 
that it is treating them humanely. Át one of 
these camps, Tai Ah Chau, rioting broke 
out on August 27th among refugees who 
claimed that they were hungry. It was put 
down by armed police. Three days later 
three boat people on the island were taken 
to a government hospital suffering from 
cholera. Rich Hongkong finds it embarrass- 
ing to be accused of keeping the refugees in 
what a visitor to the island has called "un- 
imaginable squalor’”’. 

Still, it bears its disgrace cheerfully. The 
local Chinese detest the Vietnamese and, 
despite the colony’s severe labour shortage, 
would happily see them all returned to Viet- 
nam. A fragment of their wish may be com- 
ing true. Although still much higher than a 
year ago, the number of refugees arriving in 
Hongkong is declining from its springtime 

eak— perhaps because news of the colony's 
»ynhospitality has seeped back to Vietnam. 











Rising tide — 
Vietnamese boat people, arrivals 
in country of first lum 







* Resettlement destinations 
of boat people 1975 to end-June 1989 


Total: 643.361 






First 8 months at annual rate 3Hrst 7 months at annual rate 





The countries to the south and west of 
Vietnam— Thailand, Malaysia and Singa- 
pore—have long had an inhospitable repu- 
tation, endorsed by their governments' 
push-back policy. Refugee boats try to avoid 
the murderous offshore waters of Thailand. 
The fate of one that did not was described 
this week by a 17-year-old girl, Phom Hong 
Cuc, the only survivor of a boat containing 
150 refugees. She said the boat was boarded 
by Thais who committed robbery and rape 
before killing the occupants. 

The Thai government blames such at- 
tacks on "pirates"; but this puts a romantic 
gloss on the Thai fishermen who have 
grown rich by attacking the boats. It is un- 
likely that the local police do not know who 
the murderers are, but they have presum- 
ably been bought off. There were wry smiles 
at the Geneva conference on the boat peo- 
ple in June when the Thai delegate promised 
a “safe reception" for new arrivals. 

n 





China 


Hurtling into the past 


FROM OUR CHINA CORRESPONDENT 


[X OW ruthless are China's new leaders? 


This week Amnesty International pre- 
sented some of the evidence: "at least 1,300 
civilians" dead and thousands more injured, 
because Chinese troops "fired. indiscrimi- 
nately into crowds in Beijing between 3 and 
9. June"; 4,000 officially reported arrests 
since then; scores of publicised executions, 
and many more unpublicised. 

Zhang. Weipings moment of misery 
* "Came too late for inclusion in the. Amnesty 
- report. For the crime of telephoning the 
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Voice of America, Mr Zhang, a 25-year-old 
student, has just been sentenced to nine 
years in jail. Admittedly, he was handled 
more gently than the schoolteacher who 
splashed paint on the giant portrait of 
Chairman Mao overlooking Beijing's Tian- 
anmen Square: that merited a life sentence. 

Much more cruelry may be to come. 
Last week Mr Song Ping, the long-serving 
head of the Communist party’s Organisa- 
tion Department (which is in charge of per- 
sonnel) and since June a member of the Po- 





































































tant questions conc 
ing of party construc 
The words sound bai 
ing is not. Mr Song ani 
deciding how wide an 
China’s “bourgeois 
revolutionaries’’ sh 
diction of those w China’s po! 
tea-leaves is that the party's Central Cor 
mittee, due to meet in October, will app 
measures of a ferocity last seen during M. 
"anti-rightist" campaign of 1957-58, whi 
thousands of party members were sent. 
for “re-education”. 
If the tea-leaves are right, Mr Zhao 
Ziyang should be a worried man. Mr Z 
was the party boss when China's studen: 
began demonstrating last spring. He h 
been seen in public since May 19th, whe 
made a tearful—and  futile—visit 
Tiananmen Square to ask the student 
leave. If the conservatives have the vot 
a full-blown purge, Mr Zhao will, at best, 
castigated for "supporting the turmoil a 
splitting the party" (as the prime mint 
Mr Li Peng, put it). At worst, he will f 
trial—and imprisonment or perh: 
death—as a “counter-revolutionary”’ 
could be the end of the man who trie 
the behest of Deng Xiaoping, to invigc 
an economy threatened with paralysis, 
It would also be a harsh fate for Chii 
and not just because of the spiral of recrimi 
nation and revenge it would set off in 
party. Already the conservatives are firml 
in the saddle. Their power can be seen in th 
effort to re-establish party cells in gover 
ment bodies, in contradiction to the 198 
decision to "separate party and govert 
ment”. And it can be seen in the attack: 
Mr Deng’s cherished economic refori 
which, despite the government's pala 
about "deepening" them, are being swi 
rolled back. The latest assault on free m 
kets came on August 28th with the. 
nouncement of another anti-corrw 
drive. Dismayingly, it includes plans 
down private businesses the central 
ners decide are “not able to meet pu 
needs": as the planners explain it, 
many companies have been set up". 
It is now clear that Mr Deng has b 
unable to control the conservative forc 
unleashed in the spring. To overcorr 
politically-too-adventurous Mr Zh: 
Deng had to enlist an old guard, in 
Mr Chen Yun, 84, Mr Peng Zheri, 87 
very central planners he had shoved. 
power in 1987—and President Y 
Shangkun, a vigorous 82. They are now 


ASIA 


acting their price. The Politburo is domi- 
nated by younger men such as Mr Li, the 
prime minister, his deputy, Mr Yao Yilin, 
and the new party boss, Mr Jiang Zemin. But 
they instinctively agree with the old guard in 
Opposing free markets and free thinking. 

Mr Deng knows as much, which is why 
he is now rumoured to be urging leniency 
for Mr Zhao, and why he has blocked Presi- 
dent Yang's attempt to become his deputy 
on the Central Military Commission. But 
Mr Deng is an 85-year-old of uncertain 
health. For all his ruthlessness, so evident 
when he outfaced the students and Mr 
Zhao, his powers are waning. Those of men 
like Mr Li and Mr Yao are growing. 

The party is moving back to where it 
feels most secure, to the Stalinist certainties 
of the 1950s. The sour consolation is that 
this attempted move backwards will fail— 
but only after China has lost years, and too 
many Chinese their lives and careers. 








Afghanistan 
Winning by 
not losing 


I THE six months since the Russians left 
Afghanistan, the mujaheddin guerrillas 
have not managed to capture any large 
town. Their massed assault on Jalalabad, us- 
ing 15,000 men, was repelled with heavy 
losses. Kabul is at present vulnerable only to 
rockets, which kill civilians and thus turn 
people in the capital against the guerrillas. 
This week, as the summer fighting season 
was coming to an end in much of the coun- 
try, the guerrillas were having a go at Khost. 

This is a smaller town than the 
mujaheddin would like as a base for their 
"interim government”, at present confined 
to Peshawar in Pakistan. Its advantage to the 
attackers is that it is only 25 miles from the 
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pin with Piles. If captured, Khost 


would be fairly easy to supply from guerrilla 
bases in Pakistan. At midweek it appeared 
that the guerrillas had penetrated the outer 
defences of the town but were meeting stiff 
resistance. Both sides spoke of heavy 
fighting. 

A success in Khost would help the guer- 
rillas regain the world-wide respect they en- 
joyed during their ten years of fighting Rus- 
sia's army of occupation. Respect will matter 
at the non-aligned countries’ meeting, 
which was to start in Belgrade on September 
Ist. Mr Najibullah, who heads the Kabul 
government, was due at the meeting, seek- 
ing support for a political solution to the 
war. Although this sounds plausibly prefera- 
ble to a military solution, the guerrillas fear 
it would give Mr Najibullah an unacceptably 
large say in any future government. 

By simply holding out in Kabul and the 
other towns, Mr Najibullah can claim a sort 
of victory. One of his officials has said com- 
placently, “Najibullah wins by not losing, 
and the mujaheddin lose by not winning." 
The Kabul regime has been cheered by a 
leaked cable to Washington from an Ameri- 
can diplomat in Pakistan. It said that he 
doubted the mujaheddin could remove the 
Afghan government by force. (The diplomat 
has since been called home.) 

One reason the guerrillas are weak is 
that they are split. Although the muja- 
heddin control much of the countryside, 
several commanders have made local deals 
with Kabul. The commanders can run their 
patch as they wish in return for not fighting 
the government. Some mujaheddin groups 
are actually fighting each other. A battle was 
reported this week between guerrillas fight- 
ing for control of a bridge over the Helmand 
river in western Afghanistan. Whoever con- 
trols the bridge can levy a toll on its users, 
many of whom are heroin traffickers. 

Other guerrillas get caught up in tribal 
blood feuds that pre-date the war. In the 
most publicised of these, 30 guerrillas be- 





longing to the Jamiat-i-lslami party were am- 
bushed and killed in July by another Islamic 
group, Hesb-i-lslami. The Jamiat is com- 
manded by one of the must successful guer- 
rilla leaders, Mr Ahmad Shah Massoud. He 
controls much of the north and claimed this 
week to have captured Zebak, an important 
government post. In retaliation for the July 
ambush, Mr Massoud's men killed some 150 
supporters of the group that did it. 

In apparent protest, Hesb-i-Islami's 
leader, Mr Gulbuddin Heckmatyar, said this 
week that he would not take part in meet- 
ings of the interim government until an elec- 
tion was held in Afghanistan. Mr. Heck- 
matyar, the interim government's foreign 
minister, believes that the mujaheddin can 
win Kabul, if not by an assault then by plot- 
ting a coup against Mr Najibullah. The new 
government would then impose its author- 
ity on the divided country. Those who think 
like him are becoming fewer. 





Japan 


A housewife 
and consumer 


FROM OUR TOKYO CORRESPONDENT 


To KAIFU, Japan's prime minis- 
ter for less than a month, barely got his 
feet under the desk before the party bosses 
who had installed him began manouevring 
over who should replace him. Mr Kaifu, 
who set off this week to meet President Bush 
in Washington, will, it is true, last longer 
than Mr Sosuke Uno. Mr Uno took over 
from the Recruit-tainted Mr Noboru Tak- 
eshita in early June and, tainted himself bya 
sex scandal, was out two months later. The 
hard men at the top of the ruling Liberal 
Democratic party agree that Mr Kaifu 
should keep the seat warm until the nexr 
general election—then that will be that foi 
him. The main thing bothering them is 
when to call the vote. 

In an election in July the Liberal Demo- 
crats lost their majority in the upper house 
of the Diet (parliament), but they still com- 
mand 295 of the 512 seats in the more pow- 
erful lower house. That majority, however, 
is likely to be trimmed drastically, or even 
lost altogether, come the general election. 
This has to be held by next July at the latest. 
Some Liberal Democrats want to hang on as 
long as possible, banking on the voters los- 
ing interest in punishing the party further. 

hers see merit in a snap election in No- 
vember or December. They argue that the 
longer they wait, the better organised the 
newly energised opposition parties will be. 
€ opposition has an issue to organise 
around: the hated 396 consumption tax. 
Four opposition parties have banded to- 
gether to propose abolishing it. The ruling 
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Now Moriyama shops for votes 


party agrees that it could do with some revis- 
ing. The biggest cause of the government's 
unpopularity is the wrath of housewives 
over the tax, which they pay and curse every 
day. The Liberal Democrats fear that, if 
something is not done soon to smooth these 
feelings, they could be out of office. 

This was Mr Kaifu's motive for appoint- 
ing Mrs Mayumi Moriyama chief cabinet 
secretary on August 25th. His first cabinet 
secretary, the 69-year-old Mr Tokuo Yama- 
shita, was felled by yet another sex scandal: 
it seems he offered Y3m ($21,500) hush- 
money to a young prostitute with whom he 
had had an affair. The cabinet secretary 
briefs the press twice a day. The Liberal 
Democrats are hoping that frequent televi- 
sion appearances by the savvy Mrs 
Moriyama will win back women voters, and 
perhaps steal some thunder from the Social- 
ists’ popular leader, Miss Takako Doi. 

Mrs Moriyama is an impressive woman, 
and may do it. But her appointment was an 
obvious ploy (as Mr Kaifu confirmed by 
embarrassingly introducing her as “an ex- 
perienced housewife and consumer’’); and it 
suggested a party bereft of ideas about how 
to save itself. 

Mr Shin Kanemaru is the most influen- 
tial of the senior Liberal Democrats who be- 
lieve things to be so bad that the party 
should take the risk of an early election. Mr 
Kanemaru, 74, is the nominal head of the 
powerful Takeshita faction (the former 
prime minister himself is spending a period 
in the wilderness doing penance for the Re- 
cruit affair). He has been saying that the Lib- 
eral Democrats will sink further this au- 
tumn, when they reject the opposition's bills 
to scrap the consumption tax without offer- 
ing any positive suggestions of their own. At 
the same time the ruling party's weak politi- 
cal-reform bills are likely to be jeered into 
limbo by the opposition. In short, runs the 
Kanemaru argument, the Liberal Democrats 
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have nothing to lose by an early election— 
and might gain by striking before the Social- 
ists manage to recruit the 180 candidates 
they have threatened to put up. 

Mr Kanemaru has axes of his own to 
grind. The sharpest is reserved for his for- 
mer friend and protégé, none other than Mr 
Takeshita himself. Mr Kanemaru, who 
imagined he was at the centre of decision- 
making for the faction, has been stung that 
the "retired" Mr Takeshita has kept practi- 
cally all power to himself. Mr Kanemaru 
was, for instance, almost the last to hear that 
the deal giving Mr Kaifu the prime minis- 
ter's job had been signed and sealed. 

What is Mr Takeshita up to? One sug- 
gestion is that he is getting his people in 
place ready to pounce after a poor showing 
by the Liberal Democrats in the coming 
election. Mr Kaifu is likely to be dumped 
then anyway. After that someone, prefera- 
bly an accomplished party fixer, will be 
needed to rebuild the party machine while it 
shares power with minor middle-of-the-road 
parties. That someone, thinks Mr Tak- 
eshita, should be himself. Mr Kanemaru, for 
one, is far from sure that this is what the 
Liberal Democrats really need. 





Australia 


Down to earth 


FROM A CORRESPONDENT IN MELBOURNE 


E MAY be an old union man, but Bob 

Hawke is brutal about strikers who 
threaten his government. "Overpaid bus 
drivers" is what Australia's Labor prime 
minister called the airline pilots who are de- 
manding a 29.596 pay rise. 

The 1,645 pilots on Australia's internal 
routes threaten the country's A$22 billion 
($17 billion) tourist industry, its biggest for- 
eign-exchange earner. Even worse, a settle- 
ment anything like the one the pilots want 
would send other pay claims soaring. The 
economy would be hurt, as would the vot- 
ers, who go to the polls next year. 

Mr Hawke's problems began when the 
pilots voted to fly only from nine to five un- 
til their claim was met. Supported by the 
government, the airlines sued for damages. 
Thereupon, on August 24th, all the pilots 
resigned. 

The pilots claim their pay does not re- 
flect their worth judged by global demand. 
Besides, they do not belong to the Austra- 
lian Council of Trade Unions, which has ne- 
gotiated a 6% wage deal with the govern- 
ment. The agreement is the cornerstone of 
Mr Hawke's economic policy, which can ill 
afford any setbacks. The country's credit 
rating has been downgraded by Moody's 
agency from AA! to AA2. Mr Hawke counts 
on wages growing at not more than 796 a 
year and inflation staying at 7.5%. If the pi- 





lots are successful, other unions might be 
tempted to act alone, threatening the ac- 
cord. Whatever the line taken by the ACTU, 
unions need to show they can deliver: their 
membership has fallen from 5696 of the 
workforce in 1976 to 4296 in 1988. 

The government has done what it can to 
keep Australia flying. It has turned ten air- 
force planes into fairly uncomfortable pas- 
senger aircraft. It has allowed foreign air- 
lines that serve Australia to carry travellers 
on domestic trips. All in all, though, there 
have been seats for only about 7,500 of the 
45,000 passengers who usually fly each day. 
Pilots working for Qantas, Australia's inter- 
national airline, have refused to accept pas- 
sengers on internal flights other than for 
compassionate reasons. Some Australians 
have been flying from place to place in their 
own country via New Zealand or Indonesia. 

The domestic airlines are thought to be 
losing A$10m a day. The tourist industry 
reckons that so far it has lost at lea: 
A$500m. In Queensland alone 200,000 jot 
depend on tourism. The strike could dis- 
courage Americans from visiting Australia; 
American travel agents already wince at 
Australia’s hotel prices. 

The opposition supports the govern- 
ment’s fight. But it points out that the pi- 
lots’ strike has shown up serious flaws in an 
inflexible national wage-fixing system. Pay 
in a high-growth industry like tourism, 
which can afford generous settlements, af- 
fects wages in less successful industries, 
which cannot. Still, the government can 
point out that the wages accord has worked 
for six years, encouraging high investment 
and leading to many new jobs. 

Mr Hawke calls the dispute his govern- 
ment's most serious challenge. He has fre- 
quently compared his record of generally 
good labour relations with that of the previ- 
ous Liberal government. If he can't win this 
one, the voters may give someone else a go. 
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New Yorkers yearn to get rid of Koch but are bored with Dinkins (left) and 


cnough already, but it could 


be him again 


j would like to elect a new mayor 
this year. Mr Ed Koch has so worn out 
his welcome in America’s biggest city that 
he is scarcely less disliked than Mr George 
Steinbrenner, the petulant owner of the 
slumping New York Yankees. Yet, accord- 
ing to some recent opinion polls, Hizzoner 
has an even chance of being re-elected to 
serve an unprecedented fourth four-year 
term. 
It is a Lazarus-like comeback. Three 
months ago the polls indicated that Mr 
Koch was highly unlikely to win the Demo- 
cratic primary on September 12th—and 
` at, even if he did win, he would then be 
_-feated 2-1 by Mr Rudolph Giuliani, the 
probable Republican candidate, in the gen- 
eral election in November. 

It is not that Mr Koch—who used al- 
ways to demand “How’m I doin’?”, but now 
fears the answer—is doing well. Six out of 
ten New Yorkers tell pollsters that he has 
been in office too long. lt is rather that, dur- 
ing the summer, New Yorkers have had a 
chance to take a harder look at Mr Koch's 
opponents. An increasing number, it seems, 
are deciding they could do worse than vote 
again for Mr Koch. 

The rest of the country, where Mr Koch 
would find it hard to be elected dog-catcher, 
finds this inexplicable. His style is sloppy, 
streetwise, crude. He engages in vulgar 
abuse. He chanted “piggy, piggy, piggy” at 
Mr Donald Trump, a New York property 
developer, and “It’s drugs-money, drugs- 
money, drugs-money, Rudy” at Mr Giuliani 
on hearing that the Republican’s law firm, 
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White & Case, counted General Noriega's 
Panama among its clients. 

Against the vulgarity must be set an of- 
ten self-mocking sense of fun that tickles 
New Yorkers. Mr Koch has made his oppo- 
nents in this, as in previous, election cam- 
paigns seem earnest, plodding and dull. The 
bald, paunchy, 64-year-old mayor confides 
that he wants Mr Arnold Schwarzenegger to 
star in a movie of his life. He advises New 
Yorkers to "pick 12 issues, and if you agree 
with me on 9 out of 12, vote for me. If you 
agree with me on 12 out of 12, see a psychia- 
trist. 

His Yiddish blarney helps divert atten- 
tion from his spotty record. The mayor's 
personal honesty has never been in doubt. 
Nonetheless political scandals have dogged 
his administration throughout the past four 
years. The latest is the disclosure that a “tal- 
ent bank" that was supposed to bring more 
blacks, Hispanics and women into city gov- 
ernment was more interested in political 
cronyism than affirmative action. 

The 90,000 homeless people in New 
York ought to cause Mr Koch more political 
embarrassment than they do. So should the 
increase in poverty in a city where the rich 
flaunt their wealth. It has contributed to the 
huge increase in family violence that led to 
13,000 court cases for child neglect and 
abuse last year, compared with 1,700 in 
1984. Poverty amidst plenty, and the despair 
that accompanies it, contributes to the 
breakdown of family life. Eight out of ten 
babies in central Harlem are illegitimate. 
The city's health officers calculate that New 


don't warm to Giuliani (right) 





York has perhaps 200,000 people on heroin 
and another 200,000 on crack, cocaine and 
other drugs. 

But in the election campaign all these 
worries have been subsumed into the issue 
of crime and punishment—or rather "crime 
‘n drugs". The two have become as insepa- 
rable as rock "n roll. Mr Koch benefits. He 
has governed an allegedly ungovernable city 
for 12 years, as long as the famous Fiorello 
La Guardia. His experience, courage and 
chutzpah are not in question, and he is mak- 
ing the most of them in this campaign. 

Two of his three opponents for the 


Democratic nomination have made the mis- ` 


take of attacking Mr Koch on his strong 
ground. Mr Harrison Goldin, the comptrol- 
ler of the city for the past 16 years, has tried, 
and failed, to sell himself as an even tougher 
cop by demanding that drug addiction be 
made a crime. Mr Richard Ravitch, a local 
builder who has headed several government 
agencies, has done equally badly in his at- 
tempts to present himself as a more compe- 
tent manager than the experienced mayor. 
Like Mr John Anderson in the 1980 presi- 
dential election, Mr Ravitch has claims to be 
the thinking man's candidate. But unless 
the polls are wildly wrong, the Democratic 
nomination is now a two-way contest be- 
tween Mr Koch and Mr David Dinkins, the 
Manhattan borough president. 

Everybody agrees that Mr Dinkins, who 
is black, is a gentleman. The worst thing said 
about him in this campaign is that he failed 
to file his income-tax returns in 1969-72. He 
promises to work to restore racial harmony 
in a city that, he says, has been polarised by 
Mr Koch. 

When, in the latest of several recent ra- 
cial attacks, a 16-year-old black boy, Yusef 
Hawkins, was killed in Bensonhurst, an Ital- 
ian-American neighbourhood of Brooklyn, 
by a mob of white boys, Mr Dinkins noted 
that “the tone and climate of this city does 
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ugly. Demonstrators grieving Hawkins’s 
death were met by a white crowd chanting 
“Nigger go home”. Some in the crowd 
waved watermelons aloft. When Mr Koch 
went to a wake for Hawkins, he was booed 
by mourners. 

Such incidents have helped Mr Dinkins 
win an attentive hearing. New York is a city 
where "liberal" is not yet a four-letter word. 
For many white voters, by no means all of 
them middle-class, the fact that Mr Dinkins 
is black is a plus. They believe fairness de- 
mands that New York should at last do what 
Chicago, Detroit, Washington, Atlanta and 
Los Angeles have already done and elect its 
first black mayor. Even so, Mr Dinkins will 
find it hard to get more than one-quarter of 
the white vote in the Democratic primary. 

He will have to get out the black vote to 
win on September 12th with the 40%-plus 
share of the votes he needs to avoid a runoff. 
He has asked the Rev Jesse Jackson for his 
help. But this move risks losing Mr Dinkins 
the votes of the 20% of New York’s Jews 
who support him now. Nobody has forgot- 


— ten that Mr Jackson once called the city 


"Hymietown"", 

Usually the Democratic primary is all 
that matters in New York. Usually the may- 
oral election is a formality. No Republican 
candidate has won it since Mr John Lindsay 
in 1965. Mr Koch got 7696 of the vote in 
1985; 7596 in 1981. With an exciting Repub- 
lican candidate, this election promises to be 
different. 

Mr Giuliani's record as a tough, incor- 
ruptible United States attorney in New 
York, who led mobsters and insider-traders 
off in handcuffs, made him the favourite to 
win when the electioneering started. He 
seemed to be hitting all the right notes in 
bashing away at what he calls his four Cs: 
crime, crack, corruption and compassion. 
Political pros call it the “Rambo-Mother Te- 
resa strategy”. 

Mr Giuliani is still regarded as the near- 
certain winner of the Republican primary 
but an unhappy and blunder-filled cam- 
paign has converted the long opinion-poll 
lead he had over Mr Koch for the mayoral 
election into a deficit. Not all the damage is 
self-inflicted. 

A Republican opponent, Mr Ronald 
Lauder, has so far spent more than $10m of 
his mother’s cosmetics fortune in the pri- 
mary, much of it on television advertise- 
ments that ridicule Mr Giuliani as a hypo- 
crite. Mr Lauder, a determined spoiler, is 
committed to run as the Conservative par- 
ty’s candidate if he is beaten in the Republi- 
can primary on September 12th. 

President Bush had difficulties with the 
Italian name at a Republican fund-raising 
dinner: “Giu . . . Ger... Giovanni... 
Gerlani.” And Mr Giuliani’s hesitating re- 
assessment of his views on abortion hurt 
him politically. He was suspected by some of 
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bending his principles to political calcula- 
tion when he shifted from pro-life towards 
pro-choice (the change in abortion politics 
is looked at in the next story). 

He lost support among homosexuals by 
refusing to join Mr Koch in this summer’s 
250,000-strong Gay Pride parade. More sen- 
sationally, he lost broad support when it was 
alleged that, during his time as United 
States attorney, his aides were cruel to a sur- 
vivor of Auschwitz. Mr Simon Berger claims 
that, to try to make him confess to bribery, 
Mr Giuliani’s aides forced him to face a 
blackboard where was written “Arbeit 
macht frei”: the words over the concentra- 
tion camp’s gateway. Mr Giuliani cannot 
even count on the support of his co-religion- 
ists. He is said to remind many Roman 
Catholics of the priest who heard their first 
confession. 

Mr Giuliani is still a strong candidate. 
But unless he can pull his campaign to- 
gether, the winner of the Democratic pri- 
mary will win in November. And it could 
again be Mr Koch—even though many New 
Yorkers are groaning “enough already”, 
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Abortion 
Silent majority 
awakes 


SOUTH CAROLINA AND CALIFORNIA 


A REFORM primary for a seat in 
the South Carolina legislature that the 
Democrats are not even contesting is hardly 
the stuff of national headlines. But the result 
of the Hilton Head primary on August 22nd 
looks like a straw in a national wind. The 
election turned on the issue of abortion, and 
the winner, Miss Holly Cork, was the most 
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pro-abortion (pro-choice) of the three can- 
didates running. Second came Mr David 
Ames, who began by trying to avoid the is- 
sue and ended by saying he favoured keep- 
ing abortions legal. Mr Robert Graves, the 
only candidate to oppose abortion, came 
third. 

If Miss Cork, who is 23, wins the run-off 
next week she will succeed her father as state 
legislator for Hilton Head. Her success may 
have as much to do with his popularity as 
with abortion. But the same cannot be said 
for Mr Graves's failure. He got strong finan- 
cial support from the national anti-abortion 
(pro-life) forces, who dispatched Mr Burke 
Balch, a big cheese in the National Right to 
Life Committee, to give a press conference 
the day before the election urging people 
who cared about the issue to vote for Mr 
Graves. 

Much the same thing happened in a re- 
cent Republican primary for a state seat in 
California. In a district in the heart of ” - 
publican territory, in San Diego and Ris 
side counties, the race for the Republican 
nomination went to a dark horse who is pro- 
choice. By a short head, Miss Patricia 
Hunter defeated the favourite, Mr Richard 
Lyles, who, like Mr Graves in South Caro- 
lina, would restrict abortion to cases of rape, 
incest or where the life of the mother is in 
danger. 

Since this is the president’s position, 
the Republican party may be growing a little 
worried lest the Supreme Court, with its re- 
cent decision allowing abortion to be re- 
stricted in Missouri, has awakened a silent 
majority. Although there are many pro- 
choice Republicans and pro-life Democrats, 
they are both very much in the minority 
within their party. If, indeed, the electorate 
is going to vote for pro-choice candidates, 
Democrats will benefit. 

The opinion polls seem to suggest the 
majority is stirring. A New York 
Times/cBs poll taken in July fox 
that the proportion in favour of .. 
gal abortion had increased from 
44% to 4896 since the court's rul- 
ing; the proportion against any le- 
gal abortion had dropped from 
13% to 9%. More significantly, a 
Harris poll taken in July asked peo- 
ple whether they would actually 
change their vote if they disagreed 
with their otherwise preferred can- 
didate's stance on abortion: 45% of 
the pro-choice voters said they 
probably would, while 5796 of the 
pro-life ones said so. But since pro- 
choice voters are more numerous, 
the advantage would lie (29-2196) 
with the pro-choice candidates. 

The candidates are taking this 
on board. In several of the races for 
governor now heating up, the pro- 
life candidates have been waffling, 
or even changing their positions. 
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Two states are choosing governors this year. 
In New Jersey, Mr Jim Courter, the Republi- 
can candidate, who has long opposed legal 
abortion and voted that way in the House of 
Representatives, now says he would uphold 
the state constitution, which permits the 
public financing of abortion. In Virginia, 
Mr Marshall Coleman, the Republican can- 
didate, has been muddying his position 
relentlessly. 

Likewise, among the early candidates 
for next year's governors’ races, the pro-life 
candidates are beginning to trim to the 
breeze. In Massachusetts, Mr Francis 
Belloti, who as state attorney-general has ar- 
gued for parental-consent laws and against 
state financing, now seeks a constitutional 
amendment granting a woman the right to 
legal abortion. He is trying to head off his 
pro-choice rival for the Democratic nomina- 
tion, Lieutenant-governor Evelyn Murphy. 

In Florida, two Democrats who hope to 
--allenge Governor Bob Martinez are both 

o-choice, but the one who favours public 
financing, Mr George Stuart, is suddenly 
doing better in the polls than the one who 
does not, Representative Bill Nelson. In Illi- 
nois, Mr Neil Hartigan wants to become 
Democratic governor next year when Mr 
Jim Thompson retires. So he says he favours 
letting women choose. But as state attorney- 
general he will this autumn be arguing very 
differently before the Supreme Court in the 
case most likely to overturn Roe v Wade, 
the court's pro-choice precedent. 

These would-be governors may be over- 
reacting. Miss Ileana Ros-Lehtinen, the Re- 
publican candidate in the special congres- 
sional election to succeed Claude Pepper in 
Miami, won the contest on August 29th de- 
spite her unflinching pro-life position. But, 
in the end, abortion played little part in that 
race, which was dominated by the (Republi- 
can) aspirations of Cuban immigrants and 
the (Democratic) fear of those aspirations. 
a 





Congress 


Not Pygmalion 


SORRIER episode could not have be- 

fallen a nicer politician. Representative 
Barney Frank is at the centre of a seedy eth- 
ics storm, involving prostitution and homo- 
sexuality, which could well end his distin- 
guished career. Characteristically, Mr Frank 
is being open about the scandal, and this 
might, just, save him. 

Mr Frank, a liberal Democrat from 
Massachusetts, is one of two openly homo- 
sexual members of Congress. The story, un- 
earthed by the Washington Times and con- 
firmed by Mr Frank, goes back to 1985. 
After replying to an advertisement, Mr 
Frank paid $80 to have sex with Mr Steve 
Gobie who, at that time, was on probation 


THE ECONOMIST SEPTEMBER 2 1989 








Frank faces the music, frankly 


in Virginia for convictions including oral 
sodomy and possession of cocaine. 

In what he said was an attempt to steer 
Mr Gobie away from prostitution (“I 
thought | was Henry Higgins"), Mr Frank 
offered him a job. He paid him up to 
$20,000 a year as a personal aide, driver and 
housekeeper; this covered the cost of Mr 
Gobie’s lawyer and of court-ordered sex 
therapy. He fired him in 1987 when he dis- 
covered that Mr Gobie and a woman friend 
were using his Capitol Hill flat for prostitu- 
tion. Mr Gobie claims that Mr Frank knew 
that his flat was being used in this way; Mr 
Frank denies this. 

This will be one of many points that will 
come up at the ethics investigation which al- 
most certainly will be conducted by the 
House of Representatives, and which Mr 
Frank has asked for. House rules require 
members to conduct themselves in ways that 
reflect "creditably" on the House. There 
could also be a criminal inquiry (a right-wing 
lawyer has already filed suit): sodomy is a fel- 
ony in Washington (though this law is not 
generally enforced) and prostitution is a 
misdemeanour. 

The irony is that Mr Frank himself has 
been taking an active role in ethics matters. 
He and two other Democrats demanded a 
House ethics committee inquiry into the be- 
haviour of Representative Gus Savage, a 
Democrat who has been accused of proposi- 
tioning a Peace Corps volunteer while on a 
congressional junket. At the request of the 
Democratic leaders, the committee is also in 
the middle of investigating Mr Donald Lu- 
kens, an Ohio Republican who has been 
convicted of having sex with a 16-year-old 
girl. 

Politically, it will be Mr Frank's constit- 
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uents who will judge him. Republicans in 
Massachusetts are making much out of the 
incidents. But Mr Frank’s honesty and his 
reputation as a thoughtful representative, 
despite the colossal misjudgment he showed 
over Mr Gobie, might save him from being 
thrown out of office next year. He has won 
contests in his district that would have 
tripped up lesser campaigners. Last year he 
won with 70% of the vote, even after taking 
the politically risky step of announcing his 
homosexuality. 





Dairy products 


Purer than pure 


WASHINGTON, DC 


IRST the fuss was about beef; now it's 

about cows. In January America nearly 
went to trade war over its farmers’ right to 
use bovine-growth hormones, arguing, cor- 
rectly, that Europe’s antipathy to hormone- 
treated beef was based on groundless, or at 
least unproven, consumer fears. One of the 
government's unadmitted reasons was that 
such fears would spread to American con- 
sumers. Now retailers are anticipating that 
America’s own consumers will express simi- 
larly groundless fears over hormone-treated 
dairy cows. On August 23rd five supermar- 
ket chains and an ice-cream maker said they 
would not take milk products from hor- 
mone-treated cows. As with Europe's beef, 
it is not the products’ safety that is at issue, 
but the public perception of the products’ 
safety. 

The hormone in question is a kind of 
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bovine-growth hormone called somatotro- 
pin, an entirely natural protein made by 
cows’ bodies and now, thanks to genetic en- 
gineers, also made by bacteria. Injected into 
cows, it can increase their milk yields by 10- 
2596. The Food and Drug Administration, 
which has been running experiments to see 
if it is safe, has not reached a final decision. 
But there is no evidence yet that it is not 
safe, and no reason to think that it would 
not be. Normal milk contains the hormone, 
which, like most proteins, is digested in the 
human stomach, an organ designed for that 
purpose. 

The curious thing about the present 
controversy is that it conflates two entirely 
different issues: one medical, the other eco- 
nomic. The immediate cause of the five su- 
permarkets' action was a campaign by Mr 
Jeremy Rifkin’s anti-genetic-engineering 
organisation, the Foundation on Economic 
Trends, to persuade them that somatotro- 

in makes milk unsafe. The foundation 
its campaign on a (discredited) scien- 

tific paper that claims the hormone just 
might survive the stomach, get into the 
blood and affect development. Ben and Jer- 
ry's Ice Cream reached the same conclusion 
for a different reason: to save the family 


Ben and Jerry's is a phenomenally suc- 
cessful small company started 11 years ago 
in Waterbury, Vermont, by its eponymous 
owners. It hit the market at a time when su- 
perior, expensive, “home-made” ice cream 
took off. The market for premium ice cream 
is now worth about $500m, of which Ben 
and Jerry's has about 1096. The company 
has now decided not to use milk from 
somatotropin-treated cows (if and when the 
EDA approves it), and to make a virtue of its 
decision by adding a label to the side of its 
hormone-free ice-cream cartons saying 
"Save the Family Farm". 

It argues that the 450 small farmers on 
which it depends in Vermont are threat- 
ened, rather than helped, by a product that 
increases the productivity of cows. The mar- 
ket for milk has long ago reached its natural 
ceiling and profits are made only by increas- 
ing economies. Every notch on the scale of 
productivity means fewer cows, which 
means fewer farmers, which means more of 
Vermont in the hands of condominium- 
builders. 

The dilemma for dairy farmers is acute. 
If, as the five supermarket chains are gam- 
bling, the consumer is going to be prepared 
to pay more for unadulterated milk prod- 
ucts, even when no risk is proven, then the 
farmers will want to avoid hormones. The 
five chains include Kroger and Safeway, 
which between them own 2,300 supermar- 
kets. But in doing so, the farmers would be 
missing out on a productivity boost that 
could save their businesses in an oversup- 
plied market. 


s 





34 


Drugs i 


Off to war they go 





OLOMBIA'S courageous bid to restore 

its rule of law gave President George 
Bush the chance of a startling curtain-raiser 
for the drug policy he will be announcing 
when he gets back to work on September 
5th. He rose to the occasion. 

He interrupted his Maine holiday to an- 
nounce emergency military aid worth $65m 
for Colombia. He then summoned his top 
men, including the defence secretary, Mr 
Dick Cheney, and the attorney-general, Mr 
Dick Thornburgh, to Kennebunkport for a 
discussion of the military options. Colom- 
bia's President Virgilio Barco broadcast an 
eloquent message on the television net- 
works. America, alive with the sound of 
martial anti-drug music, will be unusually re- 
ceptive when Mr Bush recommends, as his 
drug chief, Mr William Bennett, has said he 
will recommend, that the drive against drugs 
be given priority over all other social pro- 
grammes. 

The main focus of the new policy is on 
the American drug-consumer. But Mr Bush 
will also be calling for a good deal more 
money to be given to Colombia, Bolivia and 
Peru to help those countries stop the grow- 
ing of coca and the making of cocaine. As a 
foretaste of what is to come, Colombia, 
which accounts for 80% of the cocaine that 
enters the United States, was slipped that 
emergency military-aid package. 

The package includes 20 Huey troop- 
carrying armed helicopters, small aircraft, 
assault boats, communications equipment, 
field trucks, guns and ammunition. These, 
particularly the helicopters, are things that 
the Colombian army and police force need; 
moreover, they are being delivered fast with 


no fuss or bureaucratic bother. The money 
is said to have been discovered in an emer- 
gency foreign-aid fund, which is now empty. 

Earlier this year Congress promised Co- 
lombia $5m to help it to protect its judges 
from the terrorism of the drug gangs: 50 
judges have been killed in the past ten years; 
hundreds have been intimidated into giving 
up. But that money, mingy in the first place, 
has been unconscionably slow in arriving, 
held up in Washington while questions were 
asked about what precisely it should be 
spent on. 

Mrs Monica de Greiff, Colombia’s jus- 
tice minister, who is in Washington to talk 
with Mr Thornburgh about extradition pro- 
cedures, made a moving public plea for 
extra $19m to pay for bullet-proof cars 1 
the braver judges who still carry on. Despite 
death threats, against herself and her three- 
year-old son, Mrs de Greiff denied rumours 
that she was throwing in the sponge: Co- 
lombia has had five justice ministers in three 
years. 

Some 50 American servicemen are in- 
cluded in the military package: their job will 
be to advise the Colombians on the use of 
the equipment, and other technical advice. 
The administration has not flatly excluded 
the possibility of American troops being de- 
ployed and Mr Thornburgh noted that any 
request for military assistance would be 
looked at seriously. But, to the administra- 
tion’s relief, though not to its surprise, Mr 
Barco told Mr Bush that the presence of 
American troops would "not be necessary". 

It is a sign of exceptional times that a 
Newsweek-Gallup poll showed 53% of the 
American public supporting the idea of 
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sending American soldiers to fight the drug 
war in Colombia. Whether or not this gung- 
ho attitude would survive the first jungle 
casualties, there does seem to be a general 
belief that the military machine, which costs 
the taxpayer such an enormous amount of 
money, should play a more active part 
against the drugs that many Americans re- 
gard as the country’s number-one enemy. 

Reflecting this sentiment, the anti-drug 
bill, passed last year, gave the armed services 
a bigger role in tracking and intercepting the 
drug traffic (though the arrest of drug traf- 
fickers is still left to the Drug Enforcement 
Agency or the Customs Service), Mr Che- 
ney, who spent many years in Congress, is 
thought to be much keener than his prede- 
cessors were on involving the armed services 
in this complex battle. 

But a policy based on interception is 
now out of favour. There is not much point, 
argues Mr Thornburgh, in confiscating a 
"argo of cocaine, or catching couriers, both 
of which can and will be swiftly replaced; it is 
time to disrupt the traffic by going after the 
top drug-barons. Easier said than done. But 
the one thing that Colombia's gang-leaders, 
who have successfully terrorised their way 
out of Colombian justice, are said to fear is 
extradition to the still unterrorised Ameri- 
can courts. With bravado, the top men sign 
themselves “the extraditables". 


The extraditables 


Several Colombians were extradited in the 
early 1980s but in 1986 Colombia’s Su- 
preme Court, which had been steadily los- 
ing its justices to murder, ruled that the 
1979 extradition treaty with the United 
States was invalid. President Barco is now 
hoping that the country’s state of siege will 
enable him to extradite a suspect without 
going through the whole judicial process. 
The Americans, who have a list of about 80 
Colombians who are wanted for question- 
ing, recognised only half-a-dozen names 
among the 11,000 people rounded up last 
week, and found just one man, Mr Eduardo 
Martinez Romero, who has been indicted by 
an American court (a federal grand jury in 
Atlanta) and is therefore eligible for 
extradition. 

Mr Martinez, an economist, is alleged to 
have run a big money-laundering scheme 
that operated out of Atlanta. He was caught 
in Panama after an elaborate two-year un- 
dercover operation, but slipped away before 
he could be arrested. The Americans, who 
would dearly like to get their hands on him, 
have presented the extradition documents 
in Bogota; Mr Martinez and his lawyers are 
appealing the order. Colombia, despite its 
hideous violence, is not a country where the 
law can be over-ridden for emergencies as 
simply as it is, for instance, in Israel. 

Mr Martinez's money-laundering activi- 
ties point to another area where the Ameri- 
cans hope to crack down. Many billions of 


THE ECONOMIST SEPTEMBER 2 1989 
| oo NA L 7 


dollars of drug-money pass each year 
through the international banking system, 
their safety assured by the banks’ competi- 
tive respect for their clients’ privacy. This 
money is now being rather more vigorously 
chased, and the banks are said to be a mite 
more co-operative. 

Getting the illicit money to the bank 
can be a little harder than transporting the 
drugs the money bought. A couple of small- 
fry launderers, Mr and Mrs John Posada, 
were caught in New York last week sitting 
on $4m in small-denomination notes: bulky 
enough loot, said one policeman, to fill a 
swimming-pool. 





Presidential libraries 
His second term 





Carter meant well in Panama 


HE Carter Presidential Centre in At- 

lanta is getting ready to receive guests 
for an unusual conference. Through the pa- 
tient efforts of ex-President Jimmy Carter, 
delegates from the Ethiopian government of 
President Mengistu Haile Mariam, and from 
the Eritrean rebels who are fighting him, are 
being brought together on September 7th in 
an attempt to put an end to their civil war. 
This particular Ethiopian conflict has 
dragged on for 18 years or more, and the 
matter at issue is simple. Addis Ababa wants 
Eritrea to continue as a province of Ethio- 
pia; the Eritrean People’s Liberation Front 
wants it to be independent. 

Mr Carter has defined his role in the 
meeting as that of a neutral observer; he will 
enlarge it to that of mediator if the opposing 
parties want it. He holds that bringing the 
two sides together will help them to under- 
stand each other, and that understanding 
tends to produce settlements. The trouble in 
this case seems to be that the two sides al- 
ready understand one another only too well. 

Still, there are signs of battle-weariness, 



































and Mr Mengistu's difficulties have lately 
grown to an extent that might reasonably in- 
terest him in compromise. Mr Carter's ade 
visers, the scholars who conduct this part of 
his centre's long list of activities, get encour- 
agement from the facts that the two sides - 
have agreed to meet at all, that they are do- 
ing it without preconditions and in the pres- 
ence of third parties, and that they are will 
ing to let all this be made known. Nobody ` 
knows how long the Ethiopian-Eritrean 
talks may take. 
Several overlapping circles of activity 
make up the Carter centre, which opened in - 
1986. Scholars and organisers conduct am- 
bitious, in some cases strikingly original, — 
programmes of study and consultation on 
many aspects of the human condition; 
Many of the scholars are also teachers at 
Emory University in Atlanta, where Mr ` 
Carter himself, with the title of distin- 
guished professor, teaches two or three days. 
a month. The core of the operation is the- 
library and museum housing the White 
House papers of the Carter term, stored and — 
managed by the National Archives. ; 
Federal money defrays the archival and 
museum costs, but Mr Carter had to raise — 
the money to get the place built. His is the- 
eighth federal presidential library; the. 
ninth, Mr Ronald Reagan's, is expected to 
open in southern California in 1991. Noth- 
ing systematic was done about the papers of — 
the first 29 presidents, with the exception of © 
Rutherford Hayes who providently, before 
his death in 1893, placed his papers in the 
hands of the state of Ohio, which keeps 
them still. It was Franklin Roosevelt who - 
brought the question, what to do about | 
presidential archives, into focus, and his - 
model has essentially been followed. 
Congress, while it accepts the presiden- 
tial library as a necessary and useful institu- ` 
tion, has grown distinctly uneasy about the | 
cumulative cost as one president follows an- — 
other. Mr George Bush, whose library when — - 
he departs from office will be the tenth in 
the series, will be the first president required 
to find not just the money for his library .— 
buildings, but also an endowment to defray 
some of the running costs. 2 
Missing from the series is still the library - 
of Mr Richard Nixon; this is because Con- - 
gress, in the wake of the Watergate scandals, 
ordered the government to take possession 
of his tapes and public papers and keep ` 
them near Washington. Work is starting on 
a Richard Nixon museum at his Californian 
birthplace, Yorba Linda, but it will not bea 
presidential library unless or until Congress 
lifts its restriction on the Nixon records. — - 


Like a bloodhound 
While, under present law, each of the librar- ~ 
ies has to conform to archival standards laid 
down from Washington, this does not stop ` 


them taking on a shape and a personality of 
their own. The chief planner of the Carter — 
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GALVESTON, TEXAS 


WHEN Mr Robert 
Mosbacher joined. the cabi- 
net as commerce secretary, 
he cannot have expected 
that his first deeply conten- 
tious decision, which of- 
fended both parties, would 
be about turtles. Nor could 
he expect that his first attempt to take 
that decision would lead to a blockade of 
Galveston port near his Houston 
home. 

The blockade, in July, con- 
sisted of shrimp boats whose own- 
ers were angry at Mr Mosbacher's 
ruling that they must use devices 
to keep turtles from getting 
caught in their nets. Mr 
Mosbacher backed down, hoping 
for 45 days of calm in which to re- 
group. But he was taken to court 
by conservationists, demanding 
reinstatement of the rule. They 
won, so Mr Mosbacher then fell 
back on a temporary compromise 
requiring shrimpers to lift their 
nets every 105 minutes so that 
any trapped turtles could escape 
before they drowned. On Sep- 
tember 7th he must bring in a per- 
manent rule. 

The issue is simple. Turtles are 
drowning in shrimp nets at a rate 
of about 11,000 a year. About 500 
of those drowned turtles each year are of a 
species known as Kemp's ridley, which is 
so scarce that only 600 nesting females 
still come ashore each season to lay eggs at 
their only nesting site in Mexico. Shrimp 
boats are about to make a species extinct 
and the endangered-species laws require 
the government to prevent them doing so. 






AS 


Turtles versus shrimps 


in the Gulf of Mexico, quickly complied. 






After exhaustive study, the National 
Marine Fisheries Service, a branch of the 
Commerce Department, has concluded 
that it is easy to stop turtles drowning in 
nets by fitting — "turtle-excluder 
devices"—large grills—to the mouths of 
the nets. These reduce the size of shrimp 
catches by less than 2%, while keeping 
97% of turtles which would otherwise be 
caught out of the nets. Florida, prompted 





The nets await him 


by the arrival of a heap of dead turtles on a 
beach last spring, passed a law requiring 
the use of TEDs in its waters (up to nine 
miles offshore). In May, Mr Mosbacher 
followed suit with a federal regulation. 
Atlantic shrimpers, who seem to be 
made of more reasonable stuff than those 


But Texans and Louisianans screamed 
that TEDs would ruin their livelihoods. 
They got the backing of their congress- 
men, blockaded Galveston with their 
boats and forced the commerce secretary 
to back down. 

To be fair to them, they operate on 
tight profit margins, where even a 296 cut 
in catch makes a difference. Of the 750m 
pounds of shrimp (worth $2.3 billion) 
eaten by Americans, only about one-third 
are home caught, so the price is kept low 
by foreign competition. Moreover, the av- 
erage shrimper can go for a year without 
catching a turtle, and seven years 
without catching a Kemp's ridley. 
But with 12,000 boats operating, 
one Kemp's ridley per boat every 
seven years is a heavy toll. 

The shrimpers mostly work at 
night between July and Septem- 
ber, trawling in water up to 100 
feet deep. Since shrimp are so 
short-lived, overfishing has not 
become a problem. But shrimpers 
tend to be a fairly bloody-minded 
lot. A few years ago they were un- 
pleasant to the many Vietnamese 
who had joined the industry and 
were making a success of it. They 
break rules that annoy them: 
nearly all che boats watched by 
the Coast Guard last week were 
breaking the law by trawling for 
longer than 105 minutes at a 
stretch. They claimed ignorance 
of the rule when stopped. 

Mr Mosbacher is finding, 
painfully, that there is no middle ground 
between such people and the turtle lovers. 
Five conservation organisations, who 
want TEDs and objeet to the 105-minute 
rule just as much as the shrimpers do, 
have filed a suit in a court in Washington. 
And Mr Mosbacher has to make a deci- 
sion on September 7th. 
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centre was Mr Carter, and he has brought 
something into existence that mirrors his 
own character and experience. “I didn’t 
want a monument to myself," he said at the 
time his centre was opened. 

Obviously that is what these things are; 
all the same, what Mr Carter said was true. 
He wanted a machine that he could use to 
get things done. His opinions of what is 
right and necessary for the world have not 
changed much since he was president, and 
in that sense he can be said to be using the 
centre to pursue the unfinished business of 
the Carter administration, so abruptly inter- 
rupted by his electoral defeat in 1980. 

Conflicts, denials of human rights, hun- 
ger, disease, military competition, unpro- 
ductive agriculture, economic error: Mr 


Carter trails after them like a bloodhound, 
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taking off to Panama, Beijing, Khartoum or 
Addis Ababa, convening conferences on 
the Middle East, on Latin American debt, 
on the weaknesses of government in Africa 
and on the means of combating avoidable 
disease. The level of quality at these confer- 
ences has been high. Good people turn up 
for Mr Carter. 

All presidential libraries, or rather the 
museums that accompany them, attract 
tourists. Usually it is their policy to do so, 
but if, as often happens, their planners also 
seek the proximity of a university, they can 
run into trouble. Academics do not always 
want a big influx of tourists, as the Kennedy 
library planners found at Harvard and the 
Reagan planners found at Stanford. But 
Emory University, the rich and rising aca- 
demic partner that Mr Carter found, has 








welcomed the Carter centre and given it 
priceless support. 

In planning for a big flow of tourists 
through his museum, however, Mr Carter 
also planned an ample access road. The op- 
position to the road has been vociferous, the 
university faculty has been among the oppo- 
nents, and the lawsuits about the road seem 
never to end; whether it will ever get built is 
uncertain. However, nothing like the antici- 
pated flow of tourists has turned up; instead 
of 600,000 a vear it is about 130,000, and 
many of those are school classes who are 
brought by invitation during two spring 
months. It is a curious fact that, already, 
about a third of all who come are too young 
to remember that Jimmy Carter was once 
president of the United States. 
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WHY SETTLE FOR THE ACCEPTABLE 
WHEN YOU CAN EXPERIENCE THE EXCEPTIONAL? 


For those who recognize the difference 
in quality there is now a very special place. 
Grand Hyatt Hong Kong. 

From the moment you enter the 
impressive lobby, you'll know you've arrived, 
Set against a backdrop of Hong Kong's 
magnificent harbour, you're greeted by 


soaring marble columns, sweeping staircases, 


PENTM 


cascading fountains. And gracious service 

In fact, everything about the Grand 
Hyatt is exceptional. Three restaurants with 
breath-taking harbour views. ]]'s, a completely 
new concept of entertainment. Hong Kong's 


largest recreation deck with golf 


bathed in luxury. 

[n a city renowned for world-class 
hotels, now there's one for even the most 
discerning guest. Grand Hyatt Hong Kong. 


For reservations at over 150 hotels and 


THE resorts worldwide, call 


driving range, landscaped swimming | | Y A | | your travel planner or your 


pool and tennis courts. And guest rooms TOUCH nearest Hyatt. 


GRAND HYATTJHONG KONG 


1 HARBOUR ROAD, HONG KONG. TEL: 5-8611234. FAX: 5-8654675. 


OPENING SEPTEMBER 10, 1989. 














Specialized precision. Global accuracy. 





Trade finance. Treasury services. 
Merchant banking. Stockbroking. 
Insurance. Years of experience in 
different departments and offices of 
the HongkongBank group have given 
our staff specialized financial skills. 
That's why the HongkongBank 
group's member companies have 
gained a formidable reputation for 


their specialized financial services. 
Wardley in project and corporate 
finance. James Capel in securities. 
Carlingford and Gibbs in insurance. 
To name a few. 


Advanced technology links these 
independently successful companies 
into a global network: over 1,300 
offices in 50 countries. The result: 

a unique mix of knowledge and 
experience worldwide. 


For more information, contact your 
nearest office of the HongkongBank 
group. 

Specialized skills providing fast local 


decisions, backed by global resources. 


That's our strength. 
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Hongkong Bank 


Mein ind aus 
Metti Bul oi Rus Bul 
The British Bank of the Middle East * 
of Australia * Hongkong Bank of Canada 


Wardley * James Capel * CM&M 
Equator Bank 








Carlingford and Gibbs Insurance Groups 


Fast decisioni: Worldwide. 
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INTERNATIONAL 


Why Lebanon tugs at France 


FROM OUR PARIS CORRESPONDENT 





The Foch sends Damascus an ambiguous signal 


RANCE'S courage and sense of duty 
have to be admired. But why did it 
stride so boldly to the very brim of the Leba- 
nese inferno! Bigger outsiders (America) 
and closer ones (Israel) have burned them- 
selves in Lebanon's 14-year civil war. 
France's present show of force off the Leba- 
nese coast, which President Mitterrand 
‘diy calls a “mission of safeguard”, has 
„sed the question, not just for the Syrians 
but among France’s allies too, of how far it 
intends to go. Despite a look of improvisa- 
tion, there is a pattern to what France is do- 
ing, though not one without risks. 

France’s policy towards Lebanon is 
guided by a mixture of idealism, internal 
politics and concern for Middle East power- 
balancing. Since fighting flared up around 
General Michel Aoun’s Christian redoubt 
in and around Beirut last March, French 
politicians on right and left have been call- 
ing for France to act. The sight of shelling 
on the nightly television news stirred out- 
rage (often, because of the emphasis on 
Christian victims, one-sided outrage). 

France’s historical ties with Lebanon 
reach back to the confessional bloodbaths 
of the 1860s, when France was appointed to 
protect Maronite Christians from attacks by 
the Druzes. After the first world war and the 
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break-up of the Turkish empire, France got 
the League of Nations mandate over 
Greater Syria, which it promptly broke in 
two, creating modern Lebanon. French law- 
yers drafted the 1926 constitution, which 
laid the framework for power-sharing be- 
tween the religious communities. Apart 
from the brief civil war of 1958, this broadly 
worked for half a century. 

France has ties of people as well. Hos- 
tage-taking and war have reduced the num- 
ber of French people in Lebanon to 6,000 at 
the last count, four-fifths of whom have dual 
nationality. Yet French is the second lan- 
guage of Lebanon and France is the first 
country Lebanese who can afford it flee to. 
The number of Lebanese in France, a few 
thousand at the beginning of the decade, is 
growing fast. The mainly Christian Leba- 
nese in France are vocal on behalf of their 
co-religionists at home. Though not 
organised enough to be a lobby, their voices 
are heard where it counts. 

France played little part in the early 
stages of the civil war which erupted in Leb- 
anon in 1975. Yet Israel's invasion in 1982, 
with its threat to finish off the Palestine Lib- 
eration Organisation, stirred France to act. 
Its forces helped to cover the evacuation of 
the PLO leader, Mr Yasser Arafat. Later, in 


1985-88, French hostages in Lebanon be- 
came almost a national preoccupation. 
Once they were out—by official count, one 
at most remains—some people thought 
France would gratefully wash its hands of 
Lebanon. It did not. 

When last spring's shelling erupted in 
Beirut, President Mitterrand asked other 
foreign leaders to join a peacemaking effort. 
Opposition politicians called for more ac- 
tive French involvement. The first, speaking 
of “national shame", was Mr Francois Léo- 
tard, a centre-right leader and former semi- 
narian. Next, writers and intellectuals, many 
of them on the left, poured into the Leba- 
nese embassy in a gesture of solidarity, de- 
manding Lebanese passports. France's 
Christian Lebanese organised a big march. 

This drumbeat of concern made it hard 
for the French government to appear as 
even-handed as it had claimed to be. In 
April the foreign minister, Mr Roland Du- 
mas, sent Mr Jean-Francois Deniau, an op- 
position member of the foreign-relations 
committee, on an exploratory mission to 
Lebanon. Mr Deniau managed to make it 
sound as if France considered General 
Aoun, the Christian leader struggling to 
wrench Lebanon back from Syria, a martyr 
for western values. Coming from a member 
of the French mainstream right, the impres- 
sion was doubly unfortunate. One of the 
anti-Muslim staples of France's far-right Na- 
tional Front is that Christians must stop 
France becoming "another Lebanon”. 

To undo Mr Deniau's error, Mr 
Mitterrand then dispatched Mr Bernard 
Kouchner, former head of Médecins sans 
Frontiéres, on a "humanitarian" mission. 
Though well meant, this had little effect. 
Under the eye of a minder from the French 
foreign office, Mr Kouchner at least trod on 
no more mines. The search for peace passed, 
after an Arab summit in Casablanca in May, 
from France to a trio of Arab nations, Alge- 
ria, Morocco and Saudi Arabia. The Arab 
threesome soon backed away, baffled, 

France might have left things there had 
the fighting not further worsened in August, 
when Syria looked ready to organise a big 
ground attack against General Aoun's en- 
clave. Mr Mitterrand put under steam a 
squadron of eight warships, including the 
aircraft carrier Foch, refusing to define the 
ships’ task beyond “deterrence”. They 
might have protected Maronites trying to 
leave, or supplies trying to get into the 
Christian port of Jounieh; or they could 
have jammed Syrian radar. The Syrians and 
the Lebanese Muslims declared that the 
French were war-mongering. 

As the artillery war in Beirut became 


41 


INTERNATIONAL 


slightly less fierce in the last days of August, 
the secretary-general of the French foreign 
office, Mr Francois Scheer, rushed to Da- 
mascus, en route to Beirut, to assure the Syr- 
ians that no belligerence was intended. 
Three of the Foch's support ships were with- 
drawn, and the flotilla stopped 190 miles 
from the Lebanese coast. At the same time 
France came up with a three-point peace 
plan, announced by Mr Dumas on August 
27th. This calls for a ceasefire, for political 
reform and for withdrawal from Lebanon of 
Syrian and Israeli troops. The French war- 
ships did nothing on August 29th, when 
Syrian shells struck a tanker bound for 
Jounieh, setting it on fire and killing nine of 
its crew of 11. 

Blowing hot and cold is a tactic for keep- 
ing an adversary off his guard. But who is 
France's adversary? It is in General Aoun's 
interest to draw outside powers into the 
fighting on his side. Yet, even if Syria over- 
played its hand by trying to take over the 
Christian redoubt, the most France would 
be likely to do is to cover a Christian evacua- 
tion. Bigger military steps against the Syri- 
ans would be full of risk. 

France's peace plan suffers not only the 
handicap of having countless failed prece- 
dents. The past months have exposed 
France's double interest: a genuine desire 
for peace, and an equally strong wish to see 
Syria contained. It is not fair to say, as some 
do, that France wants simply to protect the 
Maronites in Lebanon against the Muslims. 
Nor is it possible for the Syrians or anyone 
else in the region to treat France as a disin- 
terested peacemaker. France is a large trader 
with, creditor to and weapons-supplier of 
Iraq—the armourer of General Aoun, and 
Syria's main Arab enemy. 

Last week it was the turn of a Soviet en- 
voy, Mr Gennadi Tarasov, to play mediator 
in Beirut. But Russia is a large supplier of 
weapons, credits and trade to Syria. Is it any 
wonder that even the French are now pin- 
ning their hopes on encouraging the baffled 
Arab threesome to have another go at 
sorting out the mess? 








Israel and the Palestinians 


Exhaustion 


FROM OUR ISRAEL CORRESPONDENT 


E ANS in the Israeli-occupied 
Gaza Strip are facing a new deprivation. 
Israel has decided to restrict their use of fac- 
simile machines, in the hope of stopping the 
transmission of leaflets and instructions be- 
tween activists in the occupied territories 
and the leadership of the Palestine Libera- 
tion Organisation abroad. 

Like many of the measures adopted by 
Israel since Palestinians started their upris- 
ing in December 1987, the ban on faxes 
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T WAS indiscreet of Lieutenant-Colo- 

nel Yair Klein to yell orders in Hebrew 
at his non-commissioned officers while 
being filmed by an American television 
| crew in Colombia. His presence there 
shocked many Israelis, and embarrassed 
their government, which has confiscated 
the colonel's passport pending an investi- 
gation. The colonel is a retired officer and, 
like all Israelis of his age, in the army re- 
serve. Early in 1988 his team was training 
"peasant self-defence groups", under the 
auspices of Colombian army officers. 
Early this year President Virgilio Barco 
said the training must stop, since some of 
the groups were operating as death-squads 
for right-wing drug-dealing landlords. 

Weapons are useless without after- 
| sales service, meaning lessons in how to 
| kill people with them. Selling aircraft is 
high finance: selling small-arms is more 
red-blooded. The Israelis sell good cheap 
rifles and accessories, as suitable for gang- 
sters as for freedom-fighters and police- 


looks pretty easy to circumvent. Israel tried 
to stop international telephone calls from 
the occupied territories early on in the 
intifada, but gave up when Palestinians 
started making all their calls from East Jeru- 
salem, formally part of Israel and therefore 
unaffected. Twenty months after it started, 
the intifada is still unsquashed. Even so, Is- 
raeli pressure is having an effect. 

The Palestinians have lately begun to 
show signs of stress, fatigue, even despera- 
tion. Until recently Israeli officials who said 
it was only a matter of time before that hap- 
pened were doing little more than thinking 


Are they turning from stones to bullets? 


After-sales servicemen 


























men. The line between training-teams and 
mercenary fighters is blurred. 

Governments send trainers to con- 
flicts in which they are known to be (as 
the Americans put it) “covertly” engaged: 
Nicaragua, Afghanistan, Angola and so 
on. Governments also encourage arms 
sales. Sometimes they may not know what 
the salesmen and trainers are up to, some- 
times they choose not to know. Some- 
times their trainers are "retired" soldiers, 
who are allowed to re-enlist when the 
training is over. 

British firms with official approval 
have provided arms and after-sales service 
in, for example, Kenya and Oman. 
Frenchmen stand by the governments of 
Gabon and the Comoro Islands. Ameri- 
can ex-servicemen find jobs with their 
own government's non-military enter” 
prises, such as the Drug Enforcemen 
Agency's operations in Peru and Bolivia. 
Israelis have been sighted in, among other 
places, Zaire and Panama. Whether gov- 





wishfully. Now some Palestinians are start- 
ing to question whether it is all worth it. Af 
ter months of arrests and raids, scores if not 
hundreds of the hard-core local leaders who 
form the backbone of the intifada have 
been rounded up, detained, deported or 
killed. The army and the Shin Bet security 
service appear to have organised ambushes 
of men they wanted. A Gaza man who was 
shot dead on August 29th was a leader of 
the shabiba, the youth wing of Fatah, the 
biggest grouping inside the loose coalition 
that forms the PLO. 

With many of their leaders dead or in 
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ernments know what is going on, or 
choose not to know, is an interesting 
estion. Israel promises a full investiga- 
in of Colonel Klein’s activities. But 
governments that are keen to promote 
arms sales, and the influence that goes 


with them, are unlikely to be frank. 








prison, ordinary Palestinians show signs of 
tiring. Two recent leaflets issued by the 
United National Leadership of the Uprising 
called for pupils to stay away from schools 
(recently reopened after a year-long closure) 
on days earmarked for general strikes, and 
for West Bankers to refrain from working in- 
side Israel proper for one week in solidarity 
with their compatriots from the Gaza Strip, 
who have been on strike for a fortnight in 
protest against the introduction of new 
identity cards. A few months ago Palestin- 
ians treated the underground leadership's 
instructions as holy writ. This lot of orders 
went largely ignored. 
The Israeli army is not gloating yet. 
hny of its officers expect fatigue to bring 
escalation, not a dying away, of the uprising. 
In Tunis last month Fatah’s leaders called 
for an increase in violence in the occupied 
territories. Possibly in response, there has 
been a change in Palestinian tactics on the 
ground. Last week an unarmed Israeli civil- 
ian was kidnapped in the West Bank town of 
Tulkarm (he was freed soon afterwards by 
the army). A few days before that four Israeli 
tax collectors were attacked with petrol 
bombs in the centre of Ramallah. Shots 
were fired at an army position in Nablus. 
The once-clear definition of the intifada as a 
Palestinian “war of stones” but not of bul- 
lets has blurred as younger and wilder activ- 
ists take the place of those under arrest. 
The intifada still enjoys wide support. 
But the momentum of the political strides 
made by the pLo—its dialogue with the 
United States and the recognition by scores 
of countries of Mr Yasser Arafat's phantom 
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Palestine—is slowing down. Mr Arafat says 
increasingly often that he is losing patience 
with American mediation. Meanwhile, in 
the ten days before August 29th, at least 15 
Palestinians were killed by Israeli army gun- 
fire; several others died in what have now 
become routine attacks by Palestinians on 
fellow-Palestinians accused of collaborating 
with the Israelis. The sacrifices of the 
intifada continue, but the gains are fewer 
than they were. 





World Bank 
Greener faces for 
its greenbacks 


WHEN delegates arrive at the 
annual meeting of the World 
Bank in Washington, DC, later 
this month, they will have to 
push their way through a 
crowd of demonstrators clam- 
ouring for green issues to be 
taken more seriously. Once in- 
side the doors of the Sheraton Park Hotel, 
they will be waylaid by posses of lobbyists on 
issues as far-flung as population resettlement 
in Indonesia and dams in India. The World 
Bank has become the main target of chari- 
ties and other organisations worried about 
the damage development can inflict on the 
environment. 

The Bank's response has been to try to 
green itself. The development committee, 
on which finance ministers from member 
countries have twice-yearly talks about the 
main aspects of the Bank's policy, has al- 
ready published two papers on links be- 
tween development and the environment. A 
third was being discussed this week by the 
Bank's board of directors. It claims that 
some progress has been made in attaching 
environmental safeguards to loans for spe- 
cific projects, such as dams or roads; but 
much less has yet been done to make sure 
that the environment is properly considered 
when the Bank lends money for countries to 
make general economic reforms. 

The Bank began to treat the environ- 
ment more seriously in 1987. The 
reorganisation that took place then led to 
the setting up of an environment depart- 
ment. Previously green issues had been the 
responsibility of a handful of staff members, 
too junior to have much influence. Early in 
1988 the Bank acquired its first environ- 
ment director, Mr Kenneth Piddington, a 
New Zealander. The department now does 
some research, and has a group attached to 
each of the four main regions into which the 
Bank divides the world, with the job of re- 
viewing loan proposals at an early stage. 

The new department is still finding its 
feet. The environment brings the Bank un- 


INTERNATIONAL 
familiar problems. Some of these are dis- 
cussed in the latest paper for the develop- 
ment committee: 
€ The Bank tends to assess the value of a 
project by weighing up its costs and benefits 
in cash terms. This creates a built-in bias — 
against the environment. Even though - 
plenty of Bank projects—in education and 
health, for instance—are equally hard to 
value, the Bank's staff still tend to use rigid 
cost-benefit tests. A big breakthrough here 
will be new guidelines on how the environ- 
mental impact of a project should be as- 
sessed, which will be routinely applied to 
most new loans from now on. 

@ It may be easier to spot the environmental 
side-effects of a loan for a particular project 
than one for general economic adjustment. 
In the past, for instance, the Bank has en- — 
couraged countries to chop down their for- _ 
ests in order to boost their export earnings. 
One way to discourage such myopia is to 
treat natural assets like man-made capital in 
national accounts. Early drafts of the com- 
mittee paper called for all country economic 
reports to show, within three years, how 
environmental damage would affect a coun- 
try's growth and creditworthiness. That am- 
bitious target has now been replaced by a 
vaguer commitment. 

@ Third-world countries will increasingly be 
asked to follow policies whose benefits 
mainly show up outside their borders—by 
conserving rare species, or cutting emissions 
of carbon dioxide into the atmosphere, for 
instance. The Bank is already under attack 
from the green lobby for lending money to 
help developing countries build more coal- 
fired power stations, which may add to the 
risk of global warming. Subsidised loans, it 
argues, may be needed to persuade poor 
countries to take an altruistic view. 

@ Protecting the environment raises awk- 
ward political points. "Environmental prob- 
lems, by their nature, typically involve con- 
flict of interest," says the development 
committee's paper. “The upstream polluter 
damages downstream fisheries; mining or 
logging operations threaten indigenous 
tribes; urgent present-day needs threaten fu- 
ture generations. In most cases, the powerful 
damage the weak." The Bank's only weapon 
in such cases is to impose "green condition- 
ality” on loans. That annoys developing 
countries, which feel that their sovereignty 
is threatened, and often fails. The environ- ' 
mental conditions the Bank tried to attach 
to a large loan to Brazil for a project in Ama- 
zonia were largely ignored once the money 
was handed over. 

@ The Bank now realises the need to work 
more closely with unofficial organisations, 
especially those in borrowing countries. A 
special effort will be made at the annual 
meeting to brief them on Bank policy. And a 
new fund has been set up, paid for by the 
Japanese, to help them prepare projects for 
the Bank to support. Once again the Bank 
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| Chasing the brown vote 
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ich feel that lobbyists should keep 
noses out of Bank policies. 
Bank officials worry that, if the Bank 
ds all lending projects that are likely to 
bad environmental effects, borrowers 
turn to other, less squeamish lenders. It 
ht be better, they argue, for the Bank to 
ome involved in such projects so that it 
then use its influence to minimise the 
m they do. A greater danger may simply 
e pressure on the Bank to keep on lend- 
ing money. 
. The cure for environmental damage is 
sometimes not more money, but less: for in- 
D : An e 
‘stance, stopping deforestation in Brazil is 
more likely to be advanced by ending subsi- 
dies to electricity generation than by 
subsidising more dams. The Bank’s role as a 
compulsive lender sits uneasily with its new 
job as custodian of the environment. 


| 


offending developing countries, some South Africa 





Going to the 
country—abroad 


OR a man with an election on his hands 

at home, South Africa’s provisional 
president, Mr F.W. de Klerk, has spent an 
awful lot of time talking to foreigners. On 
August 25th he went to Zaire to see Presi- 
dent Mobutu Sese Seko. Within a week he 
had chatted with President Kenneth 
Kaunda of Zambia and General Patrick 
Lekhanya of Lesotho. In July, as leader of 
the National party but before he took over 
the presidency, he had met Mr Joaquim 
Chissano of Mozambique; last week he held 
a meeting in Pretoria with Mr Jonas 
MM Angola's leading anti-Marxist 
rebel. 





|| FROM OUR SOUTH AFRICA CORRESPONDENT 


l T IS too easy to forget that white people 

| A are not the only ones voting in South 
| Africa's general election. Most South Af- 
- ricans, it is true, have no vote to cast on 
|. September 6th, because most South Afri- 
cans are black. But the election will never- 
theless be the first in which Coloured 


|| (mixed-race) and Indian South Africans 


} 


i 


E 
E 


| will have a chance to vote on the same day 
| as whites for their own separate chambers 
_ of Parliament. 

. Black people campaigned tumultu- 
ously against the constitutional reforms 
. that created this tricameral parliament. 


|| Brown people who were lucky enough to 


| 


t | get a vote proved equally unenthusiastic. 


.. Only 30% of Coloured voters and 20% of 
.. Indians bothered to take part in the first 


. elections to the new chambers in 1984. 


| This time, too, many will stay away. But 


_ the two chambers, although subordinate 


|| to the white one in most matters, are not 


| completely powerless. The timing of the 


| present election proves it. 


Ex-President P.W. Botha, who until 
his stroke in mid-January wielded enor- 
| mous power, wanted to postpone the elec- 
. tion until 1992. To do so he needed to 
change the constitution he had himself 
_ devised. To do that he needed the consent 
of all three houses. Mr Allan Hendrickse, 
leader of the majority Labour party in the 
Coloured house, demanded a price for his 
assent: he asked Mr Botha to scrap the 
Group Areas Act, the law providing for 
compulsory residential segregation. Be- 
cause Mr Botha was unwilling to pay that 
price, he was compelled to call the elec- 
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So what is Mr de Klerk up to? First, no 
doubt, he wishes to put his own mark on the 
country whose government he took over on 
August 15th, and which he hopes to be 
elected to rule on September 6th. Second, 
he wants peace for the region, after the years 
of turmoil that his country has done so 
much to foster. Third, he wants to establish 
himself as a man for negotiation, not con- 
frontation. He seems to realise that, if South 
Africa goes on bashing both its domestic 
critics and its black-ruled neighbours, it will 
lose the vestiges of western sympathy that it 
will need in the hard economic times ahead. 

Taking charge is important for Mr de 
Klerk, if only because he succeeds the bully- 
ing Mr P.W. Botha, who dominated his cabi- 
net more by force of personality than of ar- 
gument, and who resigned in a fury because 
Mr de Klerk announced his appointment 
with Mr Kaunda without asking the old 
chief's leave. South Africans tend to admire 











Insider Hendrickse 


would have liked. 

Mr Hendrickse’s manoeuvres on that 
occasion may encourage a larger number 
of Coloured people to take next week's 
voting seriously. But even if the turnout is 
low, another victory for his own party 
looks certain. In 1984 Labour won 76 out 
of 80 seats. Mr Hendrickse's popularity 
has grown since 1987 when, as a member 
of Mr Botha's cabinet, he defied the presi- 
dent by diving into God's own sea" from 
a beach set aside for whites only. This mu- 
tiny got him sacked from the cabinet, but 
saved his political career by showing that 
he was not just the servile tool of a white 
president. 

The Labour party now campaigns on a 





brown contests are a si 


promise to fight for the immediate aboli- 
tion of apartheid's three main legislative 
pillars: che Group Areas Act, the Popula- 
tion Registration Act (which classifies 
South Africans by race) and the Separate 
Amenities Act (which authorises the res- 
ervation of public facilities for exclusive 
use by one race). 

Mr Hendrickse has worked hard to 
persuade fellow South Africans that it is 
possible to dismantle apartheid from 
within. The Indian chamber, in contrast, 
is widely reviled. Much of the blame lies 
with the many scandals attached to Mr 
Amichand Rajbansi, leader of the once 
biggest party, the National People’s party, 
and the first Indian to be appointed to the 
cabinet. Like Mr Hendrickse, he lost his 
job in it—but that was after a judicial in- 
quiry into allegations of irregularities in 
the House of Delegates. The inquiry judge 
called Mr Rajbansi a "mean-minded 
bully" and recommended that he should 
be excluded from any official post which 
calls for integrity. 

Does the vote for the brown chambers 
matter? Their power to obstruct constitu- 
tional change could become more impor- 
tant after the election. All three main 
white parties—the ruling National party 
and, on its right and left respectively, the 
opposition Conservative and Democratic 
parties—say they intend to change the 
constitution. The Nationalists and Demo- 
crats plan in their different ways to in- 
clude black people in central government; 
the Conservatives want to partition the 
country and establish parliaments for 
each of the main races. In principle, any 
constitutional amendment must be ap- 
proved by all three houses, voting sepa- 
rately. Still, for most South Africans, the 
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When de Klerk met Kaunda, nobody mentioned the ANC 


decisiveness; it would probably help Mr de 
Klerk, whatever the decision was. 

Regional peace, or at least less outside 
intervention in the region’s internal wars, 
has been coming since the Americans, with 
Soviet agreement, arranged for the Cubans 
to get out of Angola. The South Africans 
have wanted weak neighbours, and have 
helped weaken them by stirring up home- 
grown antagonisms. But that has had a 
price. In Angola the Cubans gave South Af- 
rica's soldiers a bloody nose in late 1987. 

Mr de Klerk now seems to want to stop 
subverting the region. That is easier said 
than done. The American-sponsored peace 
deal omitted to provide for the main rebel 
organisation, UNITA, whose leader, Mr 
Savimbi, benefits from popular support in 
his own tribal areas; he has private backers 
(and diamond mines) as well as the South 
African and American paymasters who have 
helped run his show. He now complains he 
is being left out of the peace deal, and 

- threatens to start fighting again. His sup- 
plies arrive through Zaire, so Mr Mobutu 
holds the key to Mr Savimbi's future. 

Negotiation abroad should logically be 
followed by negotiation at home. The Orga- 
nisation of African Unity wants Mr de Klerk 
to negotiate with the African National Con- 
gress, whose leaders are in exile because 
black men trying to exercise political leader- 
ship inside South Africa are promptly 
locked up. Mr de Klerk declines to talk to 
the ANC until it renounces violence. Mr 
Kaunda (who is rapidly losing his grip on re- 
ality) did not challenge his visitor on this 
point during this week's unexpectedly 
cheerful meeting in Livingstone, thereby 
helping Mr de Klerk to score a point over his 
Conservative critics at home. 

The real novelty of Mr de Klerk's elec- 
tion campaign is that, under him, the Na- 
tional party has given up groping further to 
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its right for votes, and is seeking to pick up 
support from relatively moderate and Eng- 
lish-speaking white people. The assumption 
is that they are fed up with the footling racial 
divisiveness of the constitution Mr Botha in- 
vented, and would prefer one that gives the 
blacks a say—not, to be sure, a decisive 
say—in the way the country is run. 

By talking to foreign blacks Mr de Klerk 
hopes to encourage these people; by sending 
his police dogs against domestic blacks, he 
hopes to reassure them. That may be 
enough to get him the outright majority he 
sorely needs. Then his choice will be plain: 
to talk to the people he refuses to talk to, or 
to slump back into the dead end that Mr 
Botha’s signposts led to. Talking to the ANC 
would mean breaking his election pledge. 
He would not be the first ambitious politi- 
cian to do that, for the good of his country. 





Kenya 


Bandit country 


FROM OUR EAST AFRICA CORRESPONDENT 


NCE they called it the Northern Fron- 

tier District, a name with intimations 
of badlands, bandits and utter loneliness. 
Most of it is now in Kenya's North-Eastern 
Province, which lacks that ring of wildness. 
But the bandits have not gone away. The 
shifta are wandering bands of armed Soma- 
lis, from one side or the other of the Soma- 
lia-Kenya border. They were put down, with 
difficulty, by Kenyan troops and policemen 
in an undeclared war in the 1960s. Now they 
are on the rampage again. 

The Kenyans blamed the shifta war of 
the 1960s on the then Somali government, 
which dreamed of recovering a “lost” prov- 
ince of Somali-speakers, divided by a colo- 


nial arrangement between Italy and Britain. 
Somalia’s ambitions remain, roughly, half 
the reason for the area's insecurity. When 
President Siad Barre became Somalia's lead- 
er in 1969, he decided to be less vigorously 
irredentist than his predecessors and with- 
drew support from the insurgents. But the 
elderly Mr Barre, once the master of clan 
politics, may now be losing control of his 
own country. Clan-based war in northern 
Somalia has spun off smaller clan-based in- 
surgencies along the Kenyan border to the 
south. 

This spells trouble for Kenya. So does 
dissent in the Somali army, some of whose 
soldiers desert rather than pursue fratricidal 
conflicts in the north. After the disastrous 
droughts of the mid-1980s, fighting has bro- 
ken up villages, leaving young men without 
cattle or safe areas on which to graze them. 
The result is free-roaming bands of bush- 
wise shifta brigands. 

The typical band is led by a few ex-sol- 
diers, with a handful of automatic rifles sto 
len from the army or bought on a black mar 
ket that is kept well stocked by East Africa’s 
dreary succession of wars. Rounding out the 
group are porters and hangers-on, jobless 
youths from the disrupted villages. The ban- 
dits need to eat, so they attack country buses 
and extort food and shelter from the local 
people. They also know that there is money 
in ivory, and that an automatic rifle can 
bring down, with little risk to the user, tusk- 
bearing bulls and cows. 

Highway robbery is a local problem; 
dead elephants interest foreigners. Tourism 
is Kenya’s main earner of foreign exchange, 
and tourists like to see elephants. To end the 
poaching, the government has launched a 
military-style campaign in the game-parks, 
with extra foot patrols, air surveillance, and 
automatic weapons for the game-wardens, 
to match those of the shifta. The Kenyans 
say their losses by poaching have dropped 
from three elephants a day to three over the 
past two months. The newly invigorated se 
curity forces have killed two dozen or more 
bandits. The unintended result is a plague of 
hungry shifta, pushed from their normal ha- 
vens in the game-parks to prey upon the 
nearest settlements. 

Pressure and dislocation make the ban- 
dits more dangerous than usual, even to for- 
eigners without armed escorts. Since early 
July three tourists have been murdered in or 
near game parks, Last month a famous natu- 
ralist, George Adamson (about whose life 
among the lions a romantic film was made), 
was murdered when he interrupted a shifta 
robbery. The Kenyan authorities are proba- 
bly winning, but they still have a way to go. 
They think they are up against only 100 or 
200 bandits, in an area larger than Britain. 
They are determined to hunt them down, 
even though the hunt may take time. Peace 
across the border in Somalia would help. 


— EJ 
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EUROPE 


If two Germanies became one 


Fifty years ago this week, Hitler invaded Poland in an effort to create 
Greater Germany. The war he thus provoked in the end left Germany 
split in two. Now, thanks to Mr Gorbachev, a reunited Germany is no 
longer entirely unimaginable. Our Bonn correspondent imagines it 


HE poet Heinrich Heine once moaned 
that thinking about Germany kept him 
awake at night. A lot of people give a quiver 
~when. they think of a reunited Germany 
‘ven in the daytime. Bad enough, they 
muse, to be faced with a new (or at least 
newly born) military and economic power in 
central Europe. But imagine what a united 
sporting Germany would mean: not just 
Becker and Graf dominating Wimbledon, 
but all-German athletes tiresomely taking 
more Olympic medals than anyone else. 

The Berlin wall is not about to come 
down, nor just yet will the "entire German 
people" get a free vote on unity, as the pre- 
amble to the West German constitution de- 
mands (although thousands of East Ger- 
mans are voting with their feet and nipping 
round the Berlin wall by way of Hungary). 
But suppose it did happen. After all, the 
western allies keep saying they favour Ger- 
man unity, and in Bonn in June Mr Gorba- 
chev signed a declaration backing the rights 
of peoples to selfdetermination. If the 
Germanies got together again, what might 
the new colossus look like? 

Stick together the Federal Republic of 

. Jermany and the German Democratic Re- 
public and you have a state with 78m peo- 
ple, more than 660,000 of them under arms, 
and a GDP of close to $1.4 trillion, about half 
that of Japan. That is a pretty daunting 
thought for neighbours like the Poles—even 
leaving aside the debate which has just 
blown up in West Germany again about the 
true validity of Poland's western frontier 
along the Oder-Neisse. 

The crude statistics mislead, of course. 
They overstate the military manpower of a 
united Germany, which could presumably 
come about (if at all) only after deep cuts in 

all European armed forces, including Ger- 

man ones. But they understate a new Ger- 
many 's likely economic clout. Less cash go- 
ing for arms would mean more for the 
civilian economy—a particular. boon for 

East Germany, which spends more than 6% 

of its GDP on defence, roughly double the 

West German share. More important, if 








17m East Germans followed their 61m 
West German cousins into capitalism (as 
one imagines most would if allowed to 
decide for themselves), they could un- 
leash a new German economic miracle. 

East Germany is already the star per- 
former of Eastern Europe (admittedly a 
dim galaxy) and among the world's top 
score of industrial states. It has managed 
that in spite of being cut off from vital 
parts of pre-1945 German industry; de- 
spite massive industrial dismantling by 
the Russians; and in the teeth of an in- 
flexible, centrally planned system which 
only these Germans have managed to 
make some sense of. Ask East German 
managers how they pull it off and you get 
a Prussian answer (along with a few snide 
remarks about Russians and Poles who 
fail to do as well): “With discipline, hard 
work and tradition." 

Give such bosses the boost of true 
competition and profits, and the coun- 
try's 9m workers the chance of earning 
some real money, and watch East Ger- 
many boom. Think of the scope for 
mergers between top-rank German 
firms—for example, in electronics be- 
tween Siemens and Carl Zeiss Jena. Imag- 
ine what Daimler-Benz could do to trans- 
form the East German vehicle industry: 
200 of Daimler's senior managers took 
themselves across the border for a meet- 
ing in Dresden last autumn, so they pre- 
sumably have some East German busi- 
ness in (albeit distant) view. Not that 
most East Germans could expect to purr 
about in Daimler’s luxury Mercedes sa- 
loons; ownership of nippy Volkswagens 
would be a more realistic aim. 

East Germany would first have a lot 
of catching-up to do. It would need many 
billions of D-marks to help it replace its 
often shoddy plant and machinery; to 
renovate tens of thousands of blackened, 
tottering dwellings; to revamp a road sys- 
tem where even autobahns are some- 
times rutted like ploughed fields; to build 
new hotels which might tempt West Ger- 
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mans (the world's biggest spenders on for- 


= eign holidays) to dole out more cash for va- 


cations "at home". Where would the money 


- come from? 
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The West Germans are already plough- 


. ing more than DM5 billion ($2.6 billion) a 
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year into East Germany to improve commu- 
nications, curb pollution and buy freedom 
for political prisoners, or as gifts to friends 
and relations. They are also, from this 


- month, linking East Germany into the West 
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n electric grid, to help prevent winter 
power cuts. Might they add a West German 
“Marshall plan” for their fellow-Germans, 
flanked with generous credit support from 
their banks? The top banks certainly have 
the right names. The biggest, with 1,500 
branches worldwide (though none in East 
Germany so far), is called the Deutsche, not 


the Westdeutsche; the second biggest is the 


Dresdner, founded in Dresden in 1872. 
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It would not be a one-way street. West 
workers are not exactly slothful but 


they would have to buck up if skilled labour 
_ from the East brought extra job compe- 


"tition. That could cause friction and hous- 
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ing problems for a time: witness the present 
difficulties because of a surge of ethnic Ger- 
man immigrants from Eastern Europe and 
the Soviet Union. But in the decade or so 
after the second world war West Germany 
not only managed to absorb more than 12m 
refugees from the East but did very well out 
their hard work and inventiveness. That 
goes especially for the southern states of Ba- 
varia and Baden-Wiirttemberg, mainly farm- 
ing areas after the war but now booming 
centres of high technology and relatively low 
unemployment. 

The mordant wit of the good East Ger- 
man satirical cabarets—like Pfeffermühle in 
Leipzig and Distel in Berlin—might rub off 
on the stodgier West German ones (unless, 
that is, the absence of a ruling Communist 
party removed the spark which gives East 
German cabaret its fire). The Berlin Philhar- 
monic, without peer in West Germany, 
would have to battle harder for the top title 
in a united Germany against two worthy ri- 
vals, the Dresdner Staatskapelle and the 
Leipzig Gewandhaus Orchestra. 

All pie in the sky? Maybe. Plenty of peo- 


ple agree with the French remark that Ger- 
many is so splendid it is better to have two. 
Some westerners even profess an odd affec- 
tion for East Germany (not normally shared 
by the people who have to live there) and 
would be sad to see it go—despite the tin- 
can cars, the reek of low-octane fuel, the 
scratchy, greyish lavatory paper, the non- 
lather soap and the tortuous prose of the 
party newspaper Neues Deutschland, eter- 
nally presenting a never-never world of over- 
fulfilled quotas in “real existing socialism”. 

Then there is the obstacle of Mr Erich 
Honecker, old and ill but still East Germa- 
ny's leader, who says German unity is as 
likely as a marriage between fire and water. 
But in the 1950s Mr Honecker's predeces- 
sor, Walter Ulbricht, was telling party col- 
leagues that “we are for the unity of Ger- 
many because the Germans in the west of 
our homeland are our brothers, because we 
love our fatherland." Clearly, even those 
with the doctrine of historical inevitabilit- 
on their side are able to change their minds 
If once, why not again? 








Missed opportunity 


FROM OUR BONN CORRESPONDENT 


T WAS a bad day for West Germany's 
president, Mr Richard von Weizsácker, 
not to be in Poland. A visit there on Sep- 
tember Ist, the 50th anniversary of the 
German invasion, would have shown Ger- 
many's will to make a new start in a long- 
troubled relationship. Instead both Mr 
von Weizsäcker and the chancellor, Mr 
Helmut Kohl, stayed at home, their praise 
for Poland's new democratic course min- 
gling uneasily with demands by the far- 
right parties for a reunited Germany, one 
that would include parts of what is now 
Poland. 

West Germany had intended to tie up 
an aid package for the Poles in time for Mr 
Kohl to visit Warsaw this summer. Mr von 
Weizsäcker was to have followed on Sep- 
tember Ist with a statesmanlike speech re- 
flecting on the unhappy Polish-German 
past and offering hope for the future. It is 
the sort of thing the president is good at. 
Something, perhaps, to rival that memo- 
rable gesture by a former chancellor, Mr 
Willy Brandt, who fell on his knees before 
the memorial to victims of the Warsaw 
ghetto. 

West Germany is Poland's biggest 
trade partner in the West. It was quick to 
promise help in support of new reforms. 
Officials worry that, if the reform move- 
ment in Poland collapses, it will set back 
berestroika for years throughout Eastern 
Europe—including in East Germany, 
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Kohl does not now expect to make his 
Warsaw trip much before the end of No- 
vember, well after British, French and 
American leaders. 

Aid negotiations took longer than ex- 
pected, because the Poles at first wanted 
more than the West Germans thought it 
prudent to give (and because Mr Kohl in- 
sisted that he should control at least this 
area of foreign policy, to the exclusion of 
his voracious foreign minister, Mr Hans- 
Dietrich Genscher). There is also the 
tricky issue of improving conditions for 
people of German ancestry living in Po- 
land. Since 1970 more than 600,000 of 


these "ethnic Germans" have come to 





West Germany, 140,000 of them last year 
alone. Mr Kohl's government thinks Po- 
land could help cut the loss this outflow 
entails for the Polish economy by giving 
Germans in Poland more of a chance to 
promote their own culture. 

But conservatives in Mr Kohl's coali- 
tion, especially in the Bavarian Christian 
Social Union, are not keen on speedy and 
generous aid to Poland anyway. They fear 
it will lose them more votes to the Repub- 
licans, che new party of the far right which 
is gathering support at the polls by playing 
to "Germany first” sentiment and to wor- 
ries about the numbers of refugees pour- 
ing into West Germany. 

In a bid to outflank the Republicans, 
the Bavarian leader, Mr Theo Waigel, has 
stirred up a row over the Polish-German 
border. He argues that, since no peace 
treaty was ever signed between Germany 
and the wartime allies settling new fron- 
tiers, the German Reich continues to exist 
within its 1937 borders—in other words, 
including parts of Poland, such as Silesia, 
which had been mainly German for cen- 
turies but were lost when Hitler's armies 
were defeated in 1945, 

Technically Mr Waigel has a point. But 
in 1970 West Germany signed a treaty 
with Poland in which it pledged that it has 
no territorial claims on Poland “now or in 
future". Mr von Weizsücker repeated that 
this week in a message to Poland's presi- 
dent, General Wojciech Jaruzelski, to 
howls from the Republicans that he was 
selling Germany short. It made a sad sub- 
stitute for what was meant to be a historic 


| where reforms have hardly begun. Yet Mr Von Weizsücker's spin goes wasted occasion. 
: e. | 
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Auschwitz —— NE 
Lead us not into 
Glemptation 


HE entry of Poland's Roman Catholic 
primate, Cardinal Jozef Glemp, into the 
row over the Carmelite convent at Ausch- 
witz has outraged Jews and embarrassed 
many of the cardinal's fellow Catholics. The 
controversy had been fraying nerves since 
July, when Jews organised protests against 
the continued presence of the convent. 
Then, in a sermon on August 26th, Cardi- 
nal Glemp's temper seemed to snap. 
Dear Jews, do not talk with us from the position 
of a nation raised beyond all others and do not 
dictate terms that are impossible to fulfil. Don't 
you see, esteemed Jews, that openly opposing 
the Carmelite nuns hurts the feelings of all 
Poles and violates our hard-won sovereignty. 
Your power is in the mass media, at your imme- 
diate disposal in many countries. Do not use it 
to spread anti-Polonism . . . 

Let us distinguish Oswiecim-Auschwitz, 
where mainly Poles and other peoples perished, 
from Brzezinka-Birkenau, a few kilometres 
away, where mainly Jews were murdered . . . If 
there is no anti-Polonism there will be no anti- 
Semitism here. 


Cardinal Decourtray, the archbishop of Ly- 
ons, defended the Polish primate against 
charges of anti-Semitism. The French cardi- 
nal led the Catholic delegation which, in 
1987, agreed to the removal of the convent 
from Auschwitz—an undertaking still not 
honoured by the Polish church. He insists 
that the agreement still stands, though Car- 
dinal Macharski, the archbishop of Cracow, 
in whose diocese Auschwitz lies, had said on 
August 10th that it had been “suspended” 
because of the "aggressive atmosphere" cre- 
ated by "some Jewish groups”. 

But Cardinal Glemp got a stinging re- 
' ake from his own flock. On August 28th 

iazeta Wyborcza, Solidarity's daily paper, 
expressed "pain and regret" at the deep 
hurt the cardinal's words could cause to the 
families of the Jewish victims of the Holo- 
caust. Nobody should doubt the piety and 
the goodwill of the Carmelite nuns, the Soli- 
darity paper said. But there should be no 
doubting the genuineness of Jewish feelings. 
Nor should Jewish protests be seen mainly 
in terms of press manipulation, 

On August 26th, the day of Cardinal 
Glemp's sermon, the Polish Pope published 
two documents on the 50th anniversary of 
the start of second world war. In these he 
passionately condemned anti-Semitism. 
Will he now work behind the scenes for a 
quick solution to the nasty Auschwitz dis- 
pute? One offer, floated before the Glemp 
intervention, was to build an alternative 
convent quickly with the help of money 
from West German Catholic bishops. A 
more imaginative idea came on August 30th 
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Glemp bares his feelings 


from the Italian prime minister, Mr Giulio 
Andreotti, who has close links with the Vat- 
ican. He suggested that the convent be 
moved to the uncontroversial site of an- 
other Nazi massacre in Rome. 





Poland 


Shock therapy 


FROM OUR WARSAW CORRESPONDENT 


S A “controllable shock" what Poland 

needs to cure its economic illness? A 
young economist from Harvard University, 
Mr Jeffrey Sachs, thinks so, and he is telling 
Poland's new Solidarity leadership how the 
shock therapy—something akin to the Er- 
hard reforms that laid the groundwork for 
West Germany's postwar economic mir- 
acle—should be administered. 


Solidarity plus Sachs equals sausage? 


ul EUROPE 


Mr Sachs's programme, devised with 
another American economist, Mr David 
Lipton, calls for a sudden leap to a market 
economy through a strong clamp on the 
money supply, the elimination of subsidies 
and price controls and the relaxation of for- 
eign-trade regulations—including the intro- 
duction of full convertibility for the zloty. 
The West would have to help by agreeing to 
a suspension of debt payments and by pour- 
ing in capital. According to Mr Sachs, west- 
ern money would come once investors and 
leaders alike were convinced that something 
was really changing in Poland. Mr George 
Soros, the Hungarian-born entrepreneur 
who sponsors Mr Sachs's trips to Warsaw, 
calls this idea the “Big Bang" theory of eco- 
nomic transformation. The question is 
whether it would create a new universe or 
simply destroy the old one. 

Mr Sachs says he can promise chaos for 
six months, improvement within a year, and 
full integration into the European economy 
within ten years. Impossible? Mr Sachs has 
reason to believe in miracles. He served as 
an adviser to the Bolivian government, 
where his prescriptions helped reduce infla- 
tion from 40,00096 to 1596 in a matter of 
months. The reduction of Bólivia's budget 
deficit was the key to success, and so could it 
be in Poland, where the deficit has quintu- 
pled since last year. 

Solidarity's economists and politicians 
are taking the idea of radical change seri- 
ously enough to run frequent articles on the 
“Sachs plan” in Solidarity's press, and to in- 
troduce Mr Sachs to the new prime minis- 
ter, Mr Tadeusz Mazowiecki. While he still 
has no formal link with the Polish govern- 
ment, his plan, as one of his Polish backers 
put it, "is the only game in town", and the 
only programme comprehensive enough to 
present to the IMF when Poland is due to 
make its bid later this month. The critical 
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issue of quick IMF and World Bank credits, 
without which other banks will continue to 
hold back, may depend on the acceptability 
of new Polish proposals. 

Inevitably, Mr Sachs is meeting strong 
opposition from Solidarity's trade-union 
traditionalists, and from politicians worried 
about the social consequences of his propos- 
als. Sceptics point to the wave of strikes that 
followed the price rises brought about by 
the sudden "marketisation" of Poland's 
food economy at the beginning of August. 
They ask how Poles can be expected to ac- 
cept the "marketisation"' of everything, es- 
pecially if it is done overnight. 

Perhaps they could. Poles may need a 
psychological shock as much as an economic 
one, says a leading Polish economist, Mr Al- 
exander Paszynski, to convince them that 
the new regime really is new. Moreover, the 
liberal goals of the Sachs plan are not dis- 
puted, only the wisdom of proceeding at 
such speed; yet it can be argued that speed is 
of the essence. Nobody knows how long Mr 
Mazowiecki's "honeymoon" will last, nor 
how long impoverished workers will obey 
Mr Lech Walesa's pleas not to strike. 

At least two big problems remain to be 
worked out: what happens to "rouble-zone"" 
trading when the zloty becomes convertible, 
and who will own Poland's outdated fac- 
tories and mines in its future free-market 
economy? Bolivia did not have the Soviet 
Union and Czechoslovakia as its two main 
trading partners, nor did it have state own- 
ership of over 9096 of industry. Plenty more 
thinking is needed to prepare a Polish “Big 
Bang". There are economists in Poland and 
abroad willing to put their minds to it, once 
Mr Mazowiecki has managed to put to- 
gether a new government. 





Soviet Union 
Trouble, trouble, 
trouble 


I FAVOUR, 300,000; against, 80,000: 
the numbers spoke for themselves and 
no doubt Moldavia's parliament was listen- 
ing. It was expected this week to bow to the 
majority, who had massed on August 27th 
in the central square of Kishinev, the repub- 
lic's capital, and pass a controversial law 
making Romanian, rather than Russian, the 
official language of the republic. By mid- 
week about 80,000— mostly Russian— 
workers in Moldavia had downed tools in 
protest at the prospect. But they, like their 
equally affronted Russian brethren in the 
Baltic republics of Estonia, Latvia and Lith- 
uania, seem powerless to slow the nationalist 
surge that threatens to turn them into 
strangers in what they had come to believe 
was their own country. 
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A punch for Moldavia ! 


From his holiday retreat Mr Mikhail 
Gorbachev made plain his alarm at the na- 
tionalist threat to his reforms. Twice over 
the weekend he spoke by telephone to Mr 
Algirdas Brazauskas, the Lithuanian party 
boss, to tell him that events in Lithuania 
had now "gone too far". On August 26th, 
in between the two telephone calls, a grim 
warning was issued in the name of the Com- 
munist party's Central Committee in Mos- 
cow to all three Baltic republics: nationalism 
was leading them towards the “abyss”. 
Speculation that Mr Gorbachev's holiday 
peace might not have been disturbed for 
consultations about the harsh wording of 
the warning was quickly dismissed by Soviet 
officials. 

The Central Committee's fist hit the ta- 
ble only three days after the biggest indepen- 
dence protest ever staged in the Soviet 
Union. On August 23rd more than 1m peo- 
ple had formed a human chain linking the 
capitals of the three Baltic republics. They 
were marking the 50th anniversary of the 
Hitler-Stalin pact, which gave Stalin a free 
hand to scoop the Baltic states into the So- 
viet Union. 

Mr Gorbachev singled out Lithuania for 
special telephone treatment because it has 
come the closest to declaring itself indepen- 
dent of its masters in Moscow. A special 
commission of Lithuania's parliament re- 
cently declared the republic's incorporation 
into the Soviet Union in 1940 to be illegal. 
The Lithuanian Communist party, which 
has been all but swept aside by the national- 
ist movement, Sajudis, has said it is consid- 
ering breaking from Moscow and declaring 
itself independent (the Komsomol, the 
Communist youth organisation, has already 
done so). Lithuania's Communists argue 
this is the only way they can hope to win 
seats in local elections later this year. 

Party bosses feel themselves caught in a 
trap of Mr Gorbachev's making. It is his pol- 


icy of glasnost that has emboldened the na- 
tionalists to complain and allowed them to 
be heard. And his introduction of more 
competitive elections has forced party mem- 
bers to compete with popular-front candi- 
dates for seats. 

In Lithuania the party quickly decided 
that, if it could not beat Sajudis, it had bet- 
ter join the nationalists. In Moldavia the 
party had been criticised for heavy-handed 
suppression of smaller demos earlier this 
year, and now finds itself in disfavour again, 
this time for letting events slip out of con- 
trol. Only in the Ukraine has the popular 
front, set up earlier this year, been stifled by 
the party. But the methods used—harass- 
ment, beatings—are frowned on by the Gor- 
bachev Kremlin. 

Mr Gorbachev seems at a loss to know 
what to do next. It is one thing to rush in 
troops to keep two warring communities 
apart, as he was forced to do again this week 
to prevent more bloodshed between Arm-- 
nians and Azerbaijanis in the disput 
southern region of Nagorno-Karabakh, and 
as he had done earlier this year in Georgia 
and in Uzbekistan. But any attempt to use 





Dirty tricks 


FROM A SPECIAL CORRESPONDENT IN ESTONIA 


A YOUNG Estonian journalist, 
Mr Madis Jiirgen, wrote a series 
of articles in an Estonian newspaper 
this summer about the beating up 
and sexual abuse of Estonian (and 
other) recruits serving in the Soviet 
army in the southern republics of the 
Soviet Union. The attitude of Soviet 
officers was summed up by the title of 
the series: “Shut up and soldier on”. 
It seems that someone may be trying 
to shut Mr Jiirgen up. 

The articles led to the trial (in 
Odessa in August) and conviction of 
a group of the bullies, who were sen- 
tenced to prison. This made the slur 
on army honour even harder to bear. 
The three soldiers who were witnesses 
at the trial were paraded before 1,000 
comrades and told they had shamed 
the army. 

On August 29th Mr Jiirgen was 
driving, accompanied by this cor- 
respondent and a West German stu- 
dent, on the main road from Tallinn 
to Leningrad when a back wheel fell 
off. Luckily, nobody was hurt. An in- 
spection showed that three of the 
four bolts holding the wheel in place 
had been removed. Mr Jürgen was in 
no doubt that this was an attempt to 
intimidate him, or worse. "Similar 
tricks have been tried on some of my 
radical colleagues," he said. 
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Emerging Stock Markets 
Factbook 1983 


Capital Markets Department 
International Finance Corporation 


An indispensable guide to little-known invest- 
ment opportunities in the stock markets of devel- 
oping countries. 

The Factbook provides: 


@ Information on the performance of de- 
veloping country stock markets as mea- 
sured by indexes compiled by the 
World Bank's International Finance 
Corporation and commonly used local 
market indexes. 

@ Tables and charts on various statistical 
fundamentals of the emerging markets, 
including key information for outside 
investors. 

@ In-depth profiles on 19 individual 
emerging markets with 1980-88 data 
comparable across countries. 


This annual Factbook will give money managers, investment bankers, and analysts an 


invaluable edge in seeking a high performance stock portfolio in emerging stock markets. 
ISBN 0-8213-1212-X, £75.00 

Prospects for the Business Sector in Developing Countries 

IFC Economics Department 

This report outlines issues and events affecting private business in developing countries 
that have taken place in the recent past as well as those that are likely to be of importance 
through 1990. 

ISBN 0-8213-1268-5, £6.00 

Developing the Private Sector 

À Challenge for the World Bank Group 

This report examines the World Bank's experience with development of the private 
sector and formulates a strategy for the institution’s future activities. It pays particular 
attention to the prospective activities of the International Finance Corporation and the 


Multilateral Investment Guarantee Agency. 
£6.00 


Please mail to: THE ECONOMISTS’ BOOKSHOP, Clare Market, Portugal Street, London WC2A 2AB. 
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US customers only send 
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to World Bank Publications, 
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Asia/Pacific Market 
Demo ` 1990- 
Projections of the population size 
and developments in 

28 Asia/Pacific countries 


This report shows you — quickly, cle 
visually — where opportunities for y 
products are waiting in the world's most 
dynamic region. 


It does so by presenting demographic fi 
trends, and forecasts, broken down by 15 age 
groups through the year 2000. 


Instead of going through stacks of books 
and reports and plodding through moun 
of statistics, you get the vital demographic facts 
and forecasts you need, in one source, 
glance. 


4 Good Reasons Why You Need 
This Report 
1. It helps you make better-informed 


your products. The report shows the 
current and future sizes not only of total 
country populations, but also — key to 
market planners — of 15 different age 
groups. 

. It enables you to assess the relative site 
and importance of different markets in 
Asia/Pacific. Each individual country 
section follows exactly the same outline. 
making it easy to compare statistics and 
trends. Discrepancies amofig different 
countries’ systems of compiling and 
presenting demographic data have been 
ironed out. 


. It covers the entire region in one hand: 
volume. It is an indispensable reference 
and planning tool you can't afford to miss | 
— compatible data for 28 countries in oi 
easy-to-use source. 


. It saves you time and money. You need 
to spend only a tiny fraction of what i 
would cost you to gather all this 
information yourself. And you cán save 
many days of plodding through stacks 0! 
reference books and mountains of statistics 
and putting the data into a form that's | 
relevant for business. 


Specifications 

* 86 pages 

* Published in April 1989 
* Price: US$225 


To order, simply attach your business 
card to a photocopy of this advertisement, 
and send them to 


Business 

Internalional 
DRA RORESI BEONMIDOR AND ANCE 
Business International Ltd. 
Subscription Dept., 40 Duke St 
London W1A IDW, UK 
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‘oops against the dignified, self-disciplined 
volts now taking place in the Baltic repub- 
and Moldavia could bring an end to his 
Xperiments with reform. 
.Next month Mr Gorbachev will put 
ew proposals to the Central Committee in 
oscow that will expand the powers of the 
epublics, but fall short of the sort of auton- 
y, let alone independence, that the na- 
alists demand. A strong centre and 
ng republics is the Gorbachev refrain. 
may find that he has pleased nobody, but 
rely incurred the wrath of party conserva- 
to add to his problems with the nation- 
. He is also offering hostages to fortune. 
order to placate national feeling, the 
document talks of the "completely vol- 
tary nature" of the union between the re- 
lics. Mr Gorbachev has no intention of 
ing anybody leave voluntarily. But what 
hey take him at his word? 





OM OUR AMSTERDAM CORRESPONDENT 


EH election campaigns are as flat as 
the country itself, The current one is 
o. exception. But the result of the vote on 
eptember 6th will be unusually interesting, 
for two reasons. 
One is that it will show how far voters 
are now prepared to back "green" policies, 
even if these cost them money. The centre- 
ght coalition led by Mr Ruud Lubbers col- 
lapsed last May over the financing of an am- 


The second reason to watch Holland is that 
this election may point to a new Euro-trend: 
is politics tilting left again after a decade of 
conservatism? 
-> The opinion polls point to a close race. 
Mr Lubbers’s middle-of-the-road Christian 
Democrats and their right-wing partners, 
€ Liberals, may well lose their majority in 
_ the 150-seat lower house of parliament. The 
Liberals look likely to suffer for having 
brought down the government by opposing 
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bitious national plan to reduce pollution. . 











! Fonetic French 


FEY years ago Paul Valéry lamented 
the “oddities” of French spelling, 
"ignorantly and absurdly frozen by sev- 
enteenth-century pedants”. Nobody lis- 
tened to a mere poet. In the 1950s a con- 
ference of French-speaking nations 
called for simpler spelling and a commis- 
sion of linguists drew up a list of sugges- 
tions. Nothing came of it. But the cam- 
paign goes on. In a book* published just 
in time for the new French school year, 
| Messrs Jacques Leconte and Philippe 
| Cibois invite the Académie Frangaise— 
France's custodian of linguistic ortho- 
doxy—to support spelling reform and 
call on the government to turn their pro- 
posals into law. 

If the authors have their way, Presi- 
dent Mitterrand would become Mitéran, 
since double letters would be abolished 
and unpronounced ones would go too. 
There would be no need to worry about 
those irregular plurals in "x" (as in pla- 
teaux), which would become regular 
ones in "s". That phoney Renaissance 
usurper "ph" would be scrapped and the 
medieval "f" reinstated: this révolution 
filologique would align French with 
Spanish, Portuguese and Italian. 

Simpler spelling would, the authors 
claim, make life easier for schoolchil- 
dren. Anti-reformers say it would 
amount to “lowering French to the level 
| of those who can’t spell". But Mr Le 
conte, a former teacher, is backed by the 
Socialist leadership of the biggest teach- 
er's union (SNI), whose secretary, Mr 
Jean-Claude Barbarant, has written a 
postscript to the book. Before it ap- 
peared, Mr Leconte had laid out his 
views on spelling in the union's weekly 
bulletin, inviting teachers to send in 
comments: 8296 of those who did sup- 
ported him. 

Today's teachers are more relaxed 















about spelling than their predecessors, 
who until the 1970s submitted pupils to 
daily dictations. Yet many admit that in- 
dulgence in the classroom and television 
in the home have undermined children's 
grasp of written French. Hence their sup- 
port for a spelling reform—though the 
Leconte-Cibois proposals stop short of 
tackling the grammatical pitfalls of writ- 
ten French, which are a main cause of 
mistakes. 

The authors believe that immigrants 


too would benefit from a more phonetic 
(sorry, fonetic) French: “If our spelling 
were easier, our language would be assim- 
ilated more rapidly by foreigners, espe- 
cially immigrants and French-speaking 
Africans." Linguistic neo-colonialism? 
Maybe, but such condescension can cut 
both ways. Interviewed earlier this year 
on French radio, King Hassan of Mo- 
rocco expressed concern about the fu- 
ture of French. Asked if he was referring 
to the spread of English throughout the 
world, he replied scornfully: "Not at all. 
What appals me is the way people in 
France speak and write our language.” 








*'Que vive l orthographe!” ("Long live spelling!"’), 
Seuil, 192 pages, FFr79. 








abolition of a tax break to help pay for the 
environment plan. 

But the opposition Labour party may 
also drop a seat or two. Some of its support- 
ers are defecting to the Green Left, a new 
alliance of four left-wing parties (which 
oddly, however, does not include the Green 
party itself; bickering has prevented all 
shades of greenery from merging). Green 
Left may deprive Mr Wim Kok, the Labour 


leader, of the chance to become prime, 


minister. 


Proportional representation (in the 


Dutch version, the whole country counts as 
a single constituency) ensures that no single 
party is big enough to rule alone. The Chris- 


_ “Further with Lubbers”. 


_ Mr Lubbers himself laments that the phrase 


tian Democrats have been in every govern- 
ment since the second world war, and will 
almost certainly stay in power. The election 
is largely about who will govern with them. 
The prospect of coalition talks helps to ex- 
plain why nearly everyone is so boringly po- 
lite during Dutch campaigns. 

This time, though, connoisseurs note a 
subtle shift towards razzmatazz. The Chris- 
tian Democrats are attempting to tap the 
prime minister’s popularity with the slogan 















personality-pushing is.too much f 





is "too American". 
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BP helps to refin 


the world’s most 
valuable resource 


Young people are our most valuable resource 

That’s why BP has traditionally sponsored 
educational programmes in countries around 
the world. 

With teaching material and development 
projects, we encourage students to get to gripá 
with practical issues. And our local link schools. 
allow students special access to BP facilities and. 
industrial plants. 

We don't pretend that there isn't an element. 
of self-interest involved. We're helping to produce - 
young people who will be an asset to any industry. 
Even, dare we say it, our own. 

Supporting education is one of the things BP. 


is doing today, for all our tomorrows. 





For all our tomorrows. 
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The politics of posterity 


6X TO GENERATION has a freehold on this 

earth. All we have is a life tenancy—with a 
full repairing lease." That was Margaret Thatcher 
last year, in the speech that marked her conversion 
from Iron Lady to Green Goddess. Hard on her 
heels trod Mikhail Gorbachev, who made the envi- 
ronment a theme of an address to the United Na- 
tions; George Bush, who built part of his election 
campaign round a promise to clean up America; 
and the EEC Commission, trying to outdo its mem- 
ber governments in greenery. Never have so many 
politicians seized so quickly on one idea. 

They are responding to an extraordinary shift 
in public opinion, apparent all over the world. In 
Britain 8,000 people write to the government about 
deforestation in the Amazon—far more than wrote 
about starving Ethiopians. In elections to the Euro- 
pean Parliament, Greens astonish themselves with 
their success. In Czechoslovakia Charter 77 urges 
the government to clean up the environment. A 
mammoth survey in 14 countries by Louis Harris 
and Associates for the United Nations finds a wide- 
spread belief, in poor and rich countries alike, that 
the environment has got worse. 

Why this passionate interest in so many coun- 
tries? One answer is growing hostility to nuclear 
power. The Chernobyl accident woke environmen- 
talism in countries where it slumbered, like France 
and Japan. More important, people have begun to 
see the damage done by bad environmental policies. 
It took last summer's drought to make Americans 
worry about the greenhouse effect; dying seals to 
make the British worry about dumping muck in the 
North Sea; wilting forests to make West Germans 
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care about acid rain. People protest most about 
what they can see in their own backyards, and what 
affects their own lives. 

As economic growth has accelerated, and as 
more countries, with more people, have joined in, 
so its environmental side-effects have increased. 
Worse, some of the damage appears irreversible. It is 
one thing to dump sewage in a river. Clean it up, 
and the fish usually come back. But losing a species, 
or a bit of the ozone layer, is altogether more seri- 
ous. Many people see the environment as an issue of 
social morality: of each generation's responsibility 
for leaving its children a better world. 

The last time many people fretted about the 
environment, in the early 1970s, it was the better- 
off who cared most. Affluent greens were accused 
(in the neat phrase of Anthony Crosland, a British 
Labour politician) of wanting to “kick the ladder 
down behind them.” Now, people in poor countries 
have stopped seeing the issue as something that 
only the rich could afford to worry about. 

With good reason. For the environment is what 
poor countries live off. Typically, primary produc- 
tion—farming, forestry, fishing, mining—accounts 
for more than a third of their GNP, more than two- 
thirds of employment, and over half their export 
earnings. Their natural resources are their main as- 
sets. From them, they must feed a billion more 
mouths every 13 years. If nature turns sour, poor 
countries have far more to lose than the rich. 

Indeed, the most gruesome environmental hor- 
ror stories are not from the rich industrial coun- 
tries. The air is much dirtier in Mexico City than in 
Los Angeles; in Shenyang than in Dusseldorf. As 












Across the world, 
the environment 
is becoming hot 
politics. Sensible 
green policies will 
require people, 
governments and 
companies to 
make immense 
changes, argues 
Frances 
Cairncross, our 
environment 
editor 







“not always win 
i votes 


-the poorer countries industrialise, 





buy cars, get 
richer, their capacity for damage will overtake tha 
of the rich world—because they have more people. 
China alone, by burning its dirty coal and making 
polluting refrigerators, could torpedo everybody 
else’s efforts to stop the build-up of atmospheric car- 
bon and damage to the ozone layer. 


Nature’s unpaid bills 


For politicians, who tend to agree with Joseph Addi- 
son ("We are always doing something for posterity, 
but I would fain see posterity do something for us"), 
the environment presents quite new problems. 
They will have to co-operate with other countries as 
never before, including some they would not be 
seen dead talking to on any other subject. They will 
have to take decisions on the basis of what they are 
told by boffins who are even more unintelligible 
than economists, and show the same alarming ten- 
dency to disagree with each other. 

Worse, politicians will find that green issues 
have a way of turning into nasty questions about 
justice and income distribution. The bits of the 
planet that have no single owner (the sea, the rain 
forest, clean air) are the most vulnerable. Only gov- 
ernments have the power to protect them. That may 
mean stopping powerful citizens (electricity utilities, 


. cattle ranchers, motorists) fr 


behaving ina way 





that they regard as their right. 

: One way to make sure that mankind runs up no 
more unpaid bills with nature is to get people to pay 
as they go along: to make sure that the prices of all 
natural resources, be they clean air or irrigation wa- 
ter, take full account of their long-term scarcity and 
of the environmental effects of their use. Translate 
that into hard cash, and what might you get? Water 
at $1 a gallon, perhaps, or petrol at $20 a gallon. 
Unimaginable? Not if that “full repairing lease” is 
carried out. 

At the moment, humanity is not.just failing to 
carry out repairs; it is actually subsidising the de- 
struction of the building. In every country, the 
wasteful use of natural resources is deliberately en- 
couraged in some way. Agricultural protection lures 
farmers into intensive monoculture. Fertiliser subsi- 
dies wash out nitrates into the water supply. State- 
subsidised electricity drives up energy consumption. 
Ending such subsidies is a matter of commonsense 
economics. Farm protection hurts consumers, fertil- 
iser subsidies help chemical companies more than 
farmers, cheap electricity inflates: fiscal deficits. 
Scrap subsidies, and much environmental damage 
would stop. Consoling? A bit. But since when did 
governments practise commonsense economics? 
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We have been here before 


HE last big tide of greenery reached high-water 

mark back in 1972. That was the year the Club 
of Rome published a grim account by a team from 
the Massachusetts Institute of Technology. “If the 
present growth trends in world population, 
industrialisation, pollution, food production, and 
resource depletion continue unchanged,” the club 
concluded, “the limits to growth on this planet will 
be reached some time within the next 100 years." 

Hard on the heels of the exponential gloom of 
"The Limits to Growth" came Mr Paul Ehrlich's 
"The Population Bomb", predicting that a quarter 
of mankind would starve to death between 1973 
and 1983; and E.F.Schumacher's vision of a world 
where "Small is Beautiful". In 1972 the world's first 
nationwide Green party was founded, in New Zea- 
land; in that year, too, senior government ministers 


UNITED STATES 


% f people who: - 


[2] say the environment is one of the 
most important issues facing 





sat through interminable sessions of the Stockholm 
conference on the environment. 

Then the excitement faded. A decade slipped 
away in which the problems that scared the Club of 
Rome—the population explosion, the accumula- 
tion of toxic wastes and pesticides, atmospheric pol- 
lution, land erosion—were largely forgotten. What 
happened? 

One answer—important to bear in mind in 
reading all the glum guesses in this survey—is that 
the early scares were wrong. The Club of Rome was 
wrong to predict the imminent exhaustion of raw 
materials. A year after “The Limits to Growth”: was 
published, the oil price had quadrupled. Suddenly it 
was worth sucking oil out of the North Sea. A year 
after "The Population Bomb” appeared, the 
world's birth rate at last began to rise more slowly. 


Britain - 
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Predictions of disaster that rely on extrapolating 
past trends are usually wrong. 

It may be, too, that the anti-growth attitude of 
1970s environmentalism helped to destroy it. Plenty 
of greens still argue that economic growth is ulti- 
mately the enemy of the environment. Others take 
the more sanguine line developed in “Our Com- 
mon Future”, the report of a commission under 
Mrs Gro Harlem Brundtland, the Norwegian prime 
minister. Published in 1987, the Brundtland report 
emphasised “sustainable development” which it de- 
fined as "development that meets the needs of the 
present without compromising the ability of future 
generations to meet their own needs". Growth will 
be sustainable only if it is environmentally sound. 

At the same time, the base of support for green- 
ery has broadened. By and large, it runs across in- 
come levels and age gaps, though it has been more 
attractive to women than men. One sign of growing 
greenery has been the rising membership of green 
voluntary organisations. America's Wilderness So- 
ciety has shot from 40,000 at the start of the 1980s 
to 320,000; Friends of the Earth has seen its paid-up 
support in England and Wales more than double in 
the past year (after falling in the late 1970s); Ameri- 
ca's Worldwatch Institute used to take one job ap- 
plicant in 300 but now can pick one from 1,000. 

Greenery has infected Eastern Europe and the 
Soviet Union, too. Some 5,000 people marched 
against a planned chemical plant in Yerevan, Arme- 
nia, in February 1988; between 50,000 and 100,000 
people linked hands on the seashore in September 
1988 to call attention to the pollution of the Baltic 
Sea; 600,000 people in Lithuania—1796 of the 
province's population—signed a protest in October 
1988 against a nuclear-power plant. 

Environmentalism takes different forms in dif- 
ferent countries. [n some, it marks a new concern 
with public health, and particularly with possible 
links between pollution and cancer. In others, it 
seems to be akin to nationalism, another political 
movement that crosses traditional boundaries. In 
Eastern Europe, particularly Hungary and Czecho- 
slovakia, and in the dissident republics of the Soviet 
Union, it has been one way in which nationalism 
has been allowed to express itself. 

The main impact of environmentalism has been 
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Paris thinks green thoughts, too 


on established parties. Most industrial countries 
now have a Green party, but it has generally re- 
mained small. Only in West Germany has the 
Green party changed the face of politics. As a recent 
book* put it, "Almost without exception, the 
Green parties are squeamish about power—in their 
own organisations and in the world around them.” 
Their politics tends to be a mish-mash of eco-femi- 
nism, anti-nuclearism, and massive redistribution. 
Not surprisingly, most voters prefer to chivvy 
their traditional politicians to take more interest in 
greenery. The environment is an issue without any 
obvious political home. In America the most rabidly 
anti-environmental president for many years (a Re- 
publican) has just been succeeded by a committed 
supporter of green policies (another Republican). 
The environment has become a consensual is- 
sue, which no politician can be "against". As a re- 
sult, mainstream politicians may find that being 
green wins them fewer votes than they had hoped. 
They will not always find that consumers are their 
allies, and they will never be able to do enough to 
satisfy the green lobby. Only as countries start to 
discuss the means to deal with environmental prob- 
lems may new political groupings start to emerge. 
n^ 





Greening economics 


| Dp wads S began thinking about the envi- 
ronment two centuries ago. In those days they 
called it "land". Thomas Malthus and David Ri- 
cardo were both interested in what happened when 
population growth drove people to cultivate ever 
more marginal lands. They expected rising rents, 
diminishing profits and subsistence wages. Neither 
set much store by technology as a way of raising agri- 
cultural productivity, by substituting man-made 
capital for scarce natural resources. 

Like the dismal forecasts of the Club of Rome, 
the gloomy predictions of these early Victorians fell 
out of fashion as the world changed. Food and raw 
materials poured into nineteenth-century Europe 
from the new colonies by rail and steamship, en- 
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couraging late Victorian economists like Alfred 
Marshall virtually to ignore natural resources, and 
to concentrate instead on labour and capital. 

The natural resources which now mainly con- 
cern environmental economists are not coal, timber 
or fish. As the next part of this survey shows, some 
of the resources which have become scarcest are un- 
polluted air, water and soil. The real limits to 
growth are (a) the capacity of the environment to 
deal with waste in all its forms, and (b) the threat to 
resources which play no direct part in world com- 
merce. These “critical " resources—the ozone layer, 





*Green Parties” by Sara Parkin, published by Heretic 
Books, London 1989. 








Economists can 
help governments 
set green priorities 
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How to make the 
market clean up 


the carbon cycle, Amazonia—are treated as free 
goods when in reality they serve the most basic eco- 
nomic function: that of enabling people to survive. 

If special care is taken of these, growth can con- 
tinue. Special care implies righting the present im- 
balance in price signals—in favour of marketed 
commodities, and against unpriced natural re- 
sources. Markets alone will not solve all environ- 
mental problems. In some critical areas, getting 
prices right is a job for government. 

e resources most easily degraded are those 
where ownership is common, or in doubt. Two 
powerful examples are the disappearance of the rain 
forests, with their myriad species, and the build-up 
of carbon in the atmosphere that may cause global 
warming. So economists believe in the need to help 
people with an interest in the environment to estab- 
lish "property rights" to it. That idea, fine in the- 
ory, is hard to turn into practice: future generations 
cast no votes. Besides, privatising the environment 
is not always the best way to protect it. 

Increasingly, economists are not trying to pro- 
vide politicians with fancy arguments for doing 
what their electors want anyway, but taking envi- 
ronmental goals as given and looking at economic 
ways to pursue them. That may set them at logger- 
heads with the green lobby, which tends to think in 
absolutes. There is no such thing, say true greens, as 


safe pollution. In reality, the costs of abolishing a 
particular kind of pollution may rise steeply as it di- 
minishes. Economists are apt to ask whether it may 
be wiser to get rid only of pollution that clearly does 
harm. Sometimes it may be worth acting in spite of 
uncertainty (as with global warming); but the 
greater the uncertainty, the greater the need to be 
cost-effective. 

Governments need a sense of the ratio of costs 
to environmental benefits so as to order priorities. 
Voters may worry more about relatively harmless 
kinds of pollution than about the less obvious but 
more dangerous ones. The fuss about disposing of 
nuclear waste is far greater than rows about heavy 
metals; yet mercury and cadmium may linger in the 
soil long after nuclear waste has decayed. 

One reason for trying to order environmental 
priorities is that the list of threats is endless. Ameri- 
cans scare themselves silly worrying about radon in 
their houses, something that few Europeans have 
even heard of. On World Environment Day in June 
the United Nations environment programme listed 
five growing threats: blooms of algae, such as that 
now swilling on the Adriatic; acid fog (100 times 
more acidic than acid rain); potential damage 
caused by biotechnology; the pollution of Antarc- 
tica; and the emission of particulates by diesel vehi- 
cles. Expect to hear more about these in future. 





Making polluters pay 


TES HH is the usual by-product of eco- 
nomic activity—whether it be acid rain, hazard- 
ous waste, oil-spilling tankers or simply discarded 
beer bottles. Prodded by their voters, governments 
will increasingly try to get polluters to carry the costs 
of the dirt they create. 

For there is no global rubbish bin. If waste can- 





not be dug into the land, it must be tipped into the 
sea; if it cannot be discharged into the ocean, it 
must be burned. America, which generates far more 
municipal waste per head than any other big indus- 
trial country, more industrial waste than most and 
far more toxic waste than all Western Europe, is the 
first to run into this buffer. More and more cities 
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make households separate their rubbish for recy- 
cling, not to save scarce raw materials but to avoid 
having to pay huge prices for somewhere to tip the 
refuse. 
In judging the chances of a clean-up, it is worth 
remembering that pollution of some sorts has got 
better in some places. Londoners no longer choke 
on “pea-souper’”’ fogs; the Tiber and Guadalquivir 
rivers carry twice as much oxygen as 15 years ago; 
lead emissions in the United States are little more 
than one-tenth the level of 1975. In the 1970s and 
early 1980s a combination of slower economic 
growth and tougher emission controls in the indus- 
trial countries led to some striking reductions in air 
pollution. Several big countries, including the 
United States, West Germany and Japan, cut emis- 
sions of sulphur dioxide. 

These examples show that if a country is pre- 
pared to devote enough cash and technology to a 
pollution problem, it can usually clean it up. But it is 
much easier to find examples of growing dirt, and 
not just in the rich world. Several third-world cities 
have filthier air than most western metropolises: 
Milan and Shenyang come top of the world league 
for sulphur-dioxide pollution, followed by Tehran, 
Seoul and Rio de Janeiro; while Shenyang (again), 
Xian and New Delhi head the list for suspended par- 
ticulates, grubby grains of airborne chemicals. 

Figures for Eastern Europe and the Soviet 
Union are harder to come by, but just as unpre- 
possessing. Approximately half of Poland’s water is 
too polluted even for industrial use, 80-90% of its 
deep wells are polluted, and a quarter of the soil is 
too contaminated for safe farming. A quarter of 
Czechoslovakia’s rivers support no fish. A third of 
Bulgaria’s forests are damaged or dying. 

Most people see pollution as something that di- 
rectly touches their lives and as being closely linked 
to public health. The dilemma for governments will 
be to persuade people that curbing pollution always 
costs money. It is not just industry that has had a 
cheap ride from past failures that should be made to 
carry the costs of pollution; it is also those who buy 
its products. Cleaner air and water will mean dearer 
electricity, motoring, eating and shopping. 


How to stop it 


The usual way to tackle pollution is by telling people 
to stop it. "Command and control" is comforting 
to politicians and people: governments know what 
they are asking for, people know what they are get- 
ting, companies know what they are supposed to de- 
liver. The only people who do not like it are econo- 
mists. They point out that command-and-control 
generally delivers less clean-up per penny than more 
sophisticated alternatives, such as charging pollut- 
ers for the mess they make, or giving them permits 
to pollute which they can then sell to others. 
Regulations tend to load high costs onto some 
polluters, low costs onto others. Had Britain de- 
cided to force all motorists to convert their cars to 
run on lead-free petrol, the cost would have been 
small to the owner of a newish Nissan, but vast to 
the owner of an elderly jalopy. Regulations also tend 
to become a floor as well as a ceiling. No polluter has 
any incentive to discharge even less muck into the 
local river, say, than the regulations allow; and no 
entrepreneur has an incentive to devise technology 
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Sea and sky are not free rubbish dumps 


that brings down pollution even below the regula- 
tion minimum. Command-and-control often means 
telling polluters what technology they must use to 
clean up. But government rarely knows best. As 
regulations are often tougher for new entrants to an 
industry than for existing firms, they may discour- 
age new investment—even if it is cleaner than the 
old. 

One alternative to “command-and-control”’ is 
charging, or imposing a tax or levy. Several Euro- 
pean countries have encouraged motorists to switch 
to unleaded petrol by using tax to make leaded pet- 
rol more expensive. Sweden taxes the active ingredi- 
ents in pesticides and fertilisers. Finland and Nor- 
way impose charges on non-returnable containers, 
Italy on plastic bags, Sweden on batteries contain- 
ing mercury or cadmium. Many countries impose a 
charge on lubricant oils, to encourage their recy- 
cling. Several, including Japan, Switzerland and 
West Germany, charge noisy aircraft higher landing 
fees than quiet ones. And lots of countries charge 
for water pollution, though frequently at a flat rate. 
Few charge for air pollution. 

In theory, such charges are a way of imposing 
on polluters the external costs that they otherwise 
unload onto the environment. Polluters can then 
decide for themselves how far to meet such charges 
by changing their behaviour, and by new invest- 
ment. In practice, as a recent study ("The Applica- 
tion of Economic Instruments for Environmental 
Protection”) by the OECD shows, governments al- 
most always see such charges mainly as an adjunct to 
regulation, rather than an alternative. Typically, 
charges are a way to raise revenue to pay for regula- 
tors. Moreover, charges are almost always set too 
low to have much effect on the behaviour of people 
or companies. Of course, a charge can always be in- 
creased, but governments hate having to do that. 

So economists have hunted for ways to make 
regulation work more efficiently. One way is to give 
companies permits to discharge a limited amount of 
pollution, and then allow them to trade their per- 
mits with each other. That way, governments can 
set the precise amount of pollution that they are 
prepared to allow (something they cannot do with 
taxes or charges) and, by lowering the permits over 
time, can reduce or even eliminate it. Companies 
can do precise sums about the relative costs of con- 
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Why earth and 


water are not free 


tinuing to pollute, as opposed to investing in a 
clean-up; and the cleanest can make money by sell- 
ing their pollution rights to the grubby. 

Although economists love this idea, politicians 
have rarely tried it, and when they have, the results 
have been modest. Easily the most successful experi- 
ment was carried out by the American Environmen- 
tal Protection Agency (EPA) when it gave oil refin- 
eries two years in which to cut the allowable lead 
content of petrol. Refineries got quotas of lead, 
which they could trade with each other. The effect 
was to let them phase in the cut in lead at their own 
pace. Half of all the refineries took part in trading. 

The lead scheme had three special features that 
helped to make it work: the amount of lead in petrol 
could easily be monitored with existing regulatory 
machinery; the number of firms involved was quite 
small; and the environmental goals of the pro- 
gramme were clear and widely accepted. Less suc- 
cessful have been the EPA’s attempts since 1974 to 
allow companies to trade air-pollution permits. A 
large number of cities had failed to meet the stan- 
dards laid down in the 1970 Clean Air Act. Rather 
than stop any new companies moving into such 
places, the EPA allowed them to buy the right to pol- 
lute from established firms which had cut their own 
emissions. Other refinements were added later. 

Trade in air-pollution permits has undoubtedly 
kept down the costs of compliance. But the amount 
of trading, particularly between companies rather 
than within a single firm, has greatly disappointed 
enthusiasts. The main reason has been that Ameri- 
ca’s litigious environmentalists have resented the 
idea that companies should have a right to pollute, 
let alone that they should be able to make money by 
selling it to another firm. They find it hard to accept 


that it may be economically efficient for some pol- 
luters to do worse than official standards of cleanli- 
ness dictate, while others do better. Moreover, to 
work well, emissions trading needs better records of 
emissions than most American states possess. Oth- 
erwise, companies will see no reason to pay for what 
others are illegally taking for nothing. 

In spite of the hostility of environmentalists, 
who see them as a way of making money from dirt, 
economic measures to tackle pollution are likely to 
increase. Regulations work best when they can be 
applied to a few large polluters. As pollution comes 
increasingly from many small sources—cars, farms, 
dry-cleaners, family rubbish bins—governments 
will increasingly have to turn to taxes and charges. 
As Ms Linda Fisher of the EPA puts it, “What people 
do with their garbage or their spent batteries is be- 
coming as important as the pollution caused by a 
steel mill." 

As monitoring improves and the costs of addi- 
tional clean-up increase, marketable permits will 
also look more attractive. In June President Bush 
announced a scheme to cut sulphur-dioxide emis- 
sions with a scheme of tradeable permits for electric- 
ity utilities. The EPA is considering using marketable 
permits to phase out chloroflourocarbons (CFCs). 
Indeed, some in the administration would like to see 
CFC permits auctioned, so that the windfall profits 
from its diminishing supply accrue to the govern- 
ment, not the chemical companies. 

As yet, few of these elegant solutions will help 
China or Poland to clean up their rivers and air. 
The price mechanism ought to be a government's 
main ally in tackling pollution. Without it, there is 
no alternative to cumbersome regulation. What bet- 
ter argument for a market economy? 





Farmer waste and farmer dirt 


ARMERS make much the same mess of the 

environment the world over. They cultivate 
land too fragile to support crops, and cause soil ero- 
sion. They irrigate wastefully, causing water tables 
to drop. And they spray their crops too freely with 
pesticides and fertilisers, poisoning their customers, 
their rivers and their own families. Frequently they 





No more land, many more mouths to feed 


are encouraged by government policies that 
subsidise bad practice. 

“Lask myself, what's likely to happen that will 
lead us to conclude that we're in trouble?" asks Mr 
Lester Brown, head of the Worldwatch Institute. He 
awaits, with grim satisfaction, the environmental di- 
saster which he expects will threaten the world with 
social disintegration. "My sense is that the first 
global economic indicator will be rising food 
prices." 

Mr Brown is a professional alarmist, who be- 
lieves that the planet's remarkable ability to expand 
its food production even faster than its population 
may be approaching a limit. The immediate past 
contradicts him: between 1980 and 1985 world agri- 
cultural production per head grew by 496. Some of 
that expansion has come from bringing more land 
under the plough. Mainly, it has come from irriga- 
tion, crop breeding, pesticides and, above all, chem- 
ical fertilisers. Since the mid-1970s world fertiliser 
use per unit of cropland rose by 40%; during the 
1970s the area of irrigated land grew by one-third. 

Now there are worrying signs that this lavish ex- 
pansion of agriculture may be diminishing. Fertil- 
iser use is levelling off. The yields of some important 
crops seem to be doing the same. In some parts of 
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the world, soil erosion is nibbling away at the area of 
cultivable land. For the past two years the world’s 
grain production has declined, while the number of 
hungry mouths has continued to increase. That 
leaves many poor countries more dependent for 
their food on imports. 

Measuring soil erosion is immensely difficult. It 
is, however, clearly a growing threat to farming in 
rich and poor countries. The United States, where 
the most careful measurements have been done, dis- 
covered in 1982 that about one-fifth of its cropland 
was losing topsoil at a rate likely to cause a decline in 
the soil’s productivity. The country is now in the 
middle of a programme to convert 11% of its total 
cropland to grassland or forest before topsoil van- 
ishes, leaving desert behind. India may be suffering 
a net loss of topsoil at four times America’s rate. 
China's soil may be vanishing faster still: the Yellow 
River carries 1.6 billion tonnes of sediment to the 
sea each year—more than the Ganges, which drains 
an area 27% larger. Erosion in the Soviet Union, 
with the world’s largest area of cropland, led to im- 
passioned protests in 1982 from a Politburo mem- 
ber named Mikhail Gorbachev. 

In some poor countries, sheer population pres- 
sure has made soil erosion worse by driving the 
landless on to marginal lands such as hillsides and 
forests. The growing shortage of firewood often 
means an ugly cycle of denuded hillsides, flash 
floods, silted rivers. In rich countries, farm subsidies 
have helped to drive up the price of land, encourag- 
ing the destruction of unproductive patches of 
woodland and hedges that once helped to hold top- 
soil in place. 

Soil is not the only scarce resource that the 
world’s farmers are using wastefully. Water is an- 
other. About 18% of the world’s cultivated land is 
irrigated, two-thirds of it in Asia, but it produces 
33% of the planet's harvest. Most projections of fu- 
ture food output assume large further increases in 
irrigation. But in many places the demand for irriga- 
tion water is already leaving cities thirsty. As irri- 
gated agriculture accounts for about 7096 of the 
world's use of fresh water, it needs to be efficient. At 
the moment, only one-third of the world's irrigation 
water helps to grow crops. The rest is wasted, often 
because farmers are not made to pay a price that 
properly reflects water's scarcity. 


Helping, hindering 










































Again, rich countries make the same mistakes 
as poor. In California's Central Valley, farmers pay 
less than 10% of the average supply cost of irriga- 
tion water. The result is growing problems of water- 
logged land and salinity, and a built-in incentive to 
grow low-value crops and ignore leaks and evapora- 
tion. The farmers who do best out of federal irriga- 
tion projects tend to be the richest. The taxpayer 
foots the bill for the rest. In poor countries, public 
irrigation projects tend to be a huge drain on gov- 
ernment budgets and aid programmes (in the 1980s 
irrigation has accounted for more than a quarter of 
World Bank lending to agriculture). But a study of 
six Asian countries by the World Resources Insti- 
tute found that government receipts for irrigation 
water averaged less than 10% of its full costs. 

Water that is too cheap means water overused. 
In recent years the world’s two main food produc- 
ers—America and China—have experienced un- 
planned declines in their irrigated cropland (of 7% 
in America and 2% in China). In 1986 the Ameri- 
can Department of Agriculture said that more than 
a quarter of America's 21m irrigated acres was being 
watered by pulling down the water table. Under 
parts of the north China Plain, around Beijing and 
Tienjin, the water table is dropping by one to two 
metres a year. In the Soviet Union the area covered 
by the Aral Sea has shrunk by 4096 since 1960, 
mainly because of irrigation from the rivers feeding 
it. At the World Bank, projects for intensifying agri- 
culture are stymied by water shortages. 

To squeeze more output from their soil, farmers 
in both rich and poor countries have applied grow- 
ing quantities of pesticides and articifial fertilisers. 
Both have saved from starvation many more lives 
than they may have cost through misuse. Yet both 
are applied in most countries in much greater quan- 
tities than is needed to get the highest economic 
crop yield. 

Increasing use of artificial fertilisers and pesti- 
cides occurs in both rich and poor countries. A re- 
cent study by the oEcp ("Agricultural and Environ- 
mental Policies") pointed out that fertiliser use has 
trebled in the United States over the past quarter- 
century, doubled in Denmark and increased in Hol- 
land by 15096. The quantity of pesticides applied 
has risen, too: by 6996 since 1975 in Denmark, for 
example, with a rise of 11596 in the frequency of 
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Why chopping 


down trees is bad 
economics, as well 


as bad ecology 


Think of them as carbon stores 


application in the three years from 1981. Recently, 
pesticide use has begun to level off or fall in devel- 
oped countries, as chemicals with more precise ef- 
fects become available. America’s pesticide con- 
sumption dropped 20% between 1973 and 1983. 

Farmers frequently spread more chemicals on 
their crops than they need. A recent American sur- 
vey found that over half the nitrogenous fertilisers 
applied in the corn belt were not needed to achieve 
maximum profits. A study by the International Rice 
Research Institute of pesticide use by farmers in the 
Philippines found that, with pest-resistant varieties 
of rice, even moderate applications of pesticide fre- 
quently cost farmers more than they saved. 

Such waste puts farmers on a chemical tread- 
mill: bugs and weeds become resistant to poisons, so 
next year’s poisons must be more lethal. Part of the 
cost is borne by governments. In Egypt pesticide 
subsidies cost the government $200m a year in the 
early 1980s. One cost is human health. Every year 
between 3,000 and 20,000 people die from pesticide 
poisoning, almost all of them in the developing 
countries, and another 800,000-1.1m suffer seri- 
ously. People in developed countries worry about 
the contamination of groundwater caused by artifi- 
cial fertilisers. Nitrate pollution has increased dra- 
matically in most industrial countries (with some of 


the highest levels in British rivers). 

Ac least part of the reason for the huge world- 
wide switch to artificial pesticides and fertilisers has 
been the way these farm inputs are priced. For in- 
stance, in most developing countries, pesticides are 
heavily subsidised. That kicks away any incentive to 
develop more labour-intensive ways of dealing with 
pests, although these may, in the long run, be more 
effective. Artificial fertilisers seem attractive gifts for 
rich countries to give to poor. Yet not only is fertil- 
iser highly energy-intensive, but cheap fertilisers 
may cause farmers to stop allowing their land to re- 
cover by rotating crops or leaving it fallow. That, in 
turn, may make soil erosion worse. 

A sensible farm policy for the world means 
abandoning subsidies, quotas and concessional 
loans. All these help, in different ways, to increase 
the intensive use of scarce resources and to cause 
countries to undervalue the costs of farm produc- 
tion, be they nitrates in drinking water or extinct 
butterflies. Price supports for food deprive farmers 
of an incentive to pursue mixed farming, which 
once was their best insurance against the collapse of 
one individual agricultural market, and encourage 
destructive monoculture. To feed an increasingly 
hungry world, farmers need every incentive to use 
their soil and water in ways that can be sustained. 








A treasure trove in the trees 


ORESTS still cover three and a half times as 

much of the earth's surface as cropland. But 
they are shrinking at an accelerating pace. Since 
pre-industrial times, the earth has lost a fifth of its 
forests. Most have gone from the temperate coun- 
tries of Europe and North America. The great tropi- 
cal rain forests have been the least affected: until 
recently, they were inaccessible, and sparsely popu- 
lated. Now they are being mined and torched. 

One reason for worrying about deforestation is 
that it adds to the carbon in the earth's atmosphere. 
Growing trees lock up carbon; burning or rotting 
trees release it. So most schemes to stop global 
warming (see next section) assume that deforesta- 








tion is halted and reversed. But there are other rea- 
sons for ending the destruction of the rain forests. 
First, the forests are far and away the planet's rich- 
est treasure troves of living things. But, second, to 
preserve them may guarantee their countries a bet- 
ter living than to destroy them. 

"Biodiversity" is the dry word that conserva- 
tionists use for the marvels of the jungle. A single 
hectare of Malaysian jungle may contain more than 
800 species of woody plants—about as many as in 
all North America. In tropical rain forests live at 
least half—maybe three-quarters—of all the species 
that creep or run, swim or fly, including 90% of 
earth’s insects. The Amazon alone contains one- 
fifth of all bird species in the world, and in its rivers 
swim at least eight times as many fish as in the Mis- 
sissippi and its tributaries. 

So tropical forests have become the top priority 
of conservationists. They have largely shifted their 
attention away from attempts to save individual spe- 
cies, such as the panda or the gorilla, to trying to 
protect entire “ecosystems”, in which plants and 
creatures live complicatedly interdependent lives. 
This leads them to focus on a handful of countries 
that are exceptionally rich in vulnerable wildlife. 
One-third of all the world’s rain forest is in Brazil. 
Madagascar is home to a quarter of Africa's plant 
species. Colombia has the world’s richest diversity 
of birds, Indonesia, its highest mammal-count. Zaire 
has Africa’s largest remaining tract of rain forest. 

The case for trying to. save this biodiversity is 
not merely sentimental. Ordinary people might 
think that a world without gorillas or baobab trees 
would simply be a poorer place. Bodies such as the 
World Wildlife Fund like to point out that, without 
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How a 
company in | 
Brooklyn,U.S.A. 
has taken the lead 
in "Eco-Energy* 


The company is Brooklyn Union Gas. We are one 
of the largest natural gas distributors in North 
America. In recent years, new "eco-energy" 
applications have formed an increasing part of 
our profit growth. Now you may ask, just what is 
“eco-energy?” It's our word for clean, natural gas 
energy: the economic and ecologic alternative 
to fuels that pollute. As concern for the environ- 
ment grows, we see the earnings from "eco- 
energy" applications growing too. 

Here are some examples of “eco-energy”. 

4. Natural gas powered vehicles. You probably 
know that conventionally fueled vehicles are 
some of the largest sources of air pollution. You 
may not know that natural gas "eco-energy" 
powered vehicles are virtually pollution free. As 
you read this, a private New York bus company, 
the New York City Department of Sanitation and 
United Parcel Service are all using vehicles 
powered by natural gas from Brooklyn Union. 
Another plus: substantial reductions in 
maintenance and operating costs. 

2. Cogeneration. Pollution is just one price paid 
for the electricity generated by conventional oil 





and coal burning plants. There is an alternative: 
clean, natural gas “eco-energy” generation of 
electric and thermal energy on site. “Eco- 
energy" cogeneration plants can also reduce 
the need for costly conventional electric 
generation plants. A good number of these 
practical cogeneration facilities are now in use 
in our service area. And no wonder: energy cost 
savings average about 30%. 
3. Waste Disposal. If there is one thing we in 
America have too much of—it’s garbage. 
Brooklyn Union's "eco-energy" technology can 
provide environmentally safe ways of disposing 
solid and medical waste. And, at the same time, 
generate lower cost energy. 
We can also generate clean gas energy from 
garbage landfills. In New York City, the location of 
the world’s largest landfill, we produce enough 
clean energy to heat 10,000 homes a year. 
We share our technological "eco-energy" 
expertise with companies throughout Europe 
and Asia. Your organization may benefit too. If 
you would like more information about "eco- 
energy,” or a copy of our annual report, please 
write: Elwin S. Larson, President and CEO, Brooklyn 
Union Gas ECO-ENERGY, 195 Montague Street, 
N Brooklyn, NY 11201. 


Brooklyn Union Gas 


———— 
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Ingenious ABB is the world’s leading electrical engineering company. 


We help industry and utilities all over the world to generate, — 


transmit and use electric power in ways that are economical with 
the earth’s limited resources and compatible with the environ- 
ment. 
energy We invest continuously in the research and development of 
new techniques and systems for environmental control. 
An example is our clean coal power plant based on a 
: : unique combustion technique. It is more efficient 
en nee ring than any other coal power plant, and its environ- 
gl mental impact is far less. 
Our air treatment systems are used for cleaning flue gases in 
power plants and eliminating other emissions from all types of 
l industrial processes, like the removal of particles and solvents 
C cars from the air in automobile paint plants. 
Our equipment is also used in highly sophisticated waste 
water treatment and water purification plants. 
s Our large-scale heat pumps efficiently recover energy 
the Ar. from waste water in pulpmills and other power-intensive 
; industries. 
ABB's century-old reputation as Europe's foremost electrical 
engineers continues to grow. We are determined to help clear 
the air — on into the 21st century. 
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Degussa catalysts turn 





poisonous exhaust fumes from 


cars into harmless substances. 25 years ago a 
task for our research department. It was solved 


successfully. Millions of cars in many parts of the 
world are equipped with Degussa catalysts. 


Our research continues. 
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a rich genetic bank to draw upon, the world's medi- 
cine and agriculture would be poorer, too. 

Tropical plants have been the basis of several 
useful drugs, but vast numbers have yet to be tested 
for their medical properties. Tropical forests are 
also stores of genetic material to feed back into culti- 
vated plants. Ever since 1845, when blight wiped 
out the Irish potato crop, people have been aware 
that the genetic uniformity of cultivated plants 
makes them highly susceptible to disease and pests. 
To protect them, plant breeders constantly have to 
reintroduce wild strains into domesticated crops. 
Mr Russ Mittermeier of the World Wildlife Fund 
likes to say, melodramatically: "Democracy in Latin 
America may depend on conservation in Madagas- 
car: if rust hits the coffee crop, the continent could 
lose its main source of income. There are 50 species 
of wild coffee, many of them caffeine-free, in the 
rain forests of eastern Madagascar.” American audi- 
ences particularly like the bit about “caffeine-free”’. 

Fine, but none of these arguments feeds many 
Brazilians or Madagascans. Get Hoffman La Roche 
or Eli Lilly to set up a large research lab on the door- 
step of the jungle, and that might be different. If the 
few countries with these genetic treasure troves are 
to be persuaded to keep them mainly for the benefit 
of the rest of the world, then logically the rest of the 
world ought to pay. 

From such logic has sprung various schemes for 
buying up third-world debt and swapping it for con- 
servation schemes in debtor countries. Conserva- 
tion International, an American organisation, 
bought $650,000 of Bolivia’s commercial debt in 
1987 at an 85% discount, and cancelled it in ex- 
change for a promise from the Bolivian government 
to finance and expand a national nature reserve. 
Since then "debt-for-nature" swaps have been com- 
pleted with Costa Rica, Ecuador, Madagascar and 
the Philippines, mostly by voluntary organisations 
but also by the Dutch and Swedish governments. 

Some third-world countries regard such 
schemes as environmental colonialism. Others are 
coming to realise that their wildlife offers a way to 
squeeze cash from their rich creditors. But the credi- 
tors would be wise, before signing cheques, to get 
third-world governments to look at the ways their 
own policies aggravate deforestation, and at the 
costs of deforestation that fall on their own 
economies. 

Although population pressure, land hunger 
and a need for fuel wood have all helped to cause 
deforestation, it has been hugely encouraged by bad 
economics. A tropical forest may be far more pro- 
ductive than the scrubland which often succeeds it. 
That is the nub of recent work by the World Bank 
and by Mr Robert Repetto at the Washington-based 
World Resources Institute. 

Most third-world forests, like those of the in- 
dustrial countries, are on public lands. Govern- 
ments, therefore, usually decide how forests should 
be used. Typically, they make a number of mistakes: 
@ They allow heavy logging, but exaggerate the eco- 
nomic gains. Most countries collect derisory royal- 
ties from timber; none does the sensible thing, and 
auctions off logging rights, as Britain and America 
auction oil-drilling rights. If such auctions were 
held, conservationists could bid, too. If they suc- 
ceeded, they could choose to leave trees uncleared; 
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How wonders are lost for ever 


either way, governments would gain extra revenue. 

As it is, less revenue for the government means 

bigger gains for loggers. Yet logging creates far fewer 
jobs than harvesting forests, by nut-collecting or 
rubber-tapping, for instance. Almost all tropical 
wood-exporting countries have fewer than 1% of 
their workforce in the timber industry—a figure 
half of that in Canada, which is a much more diver- 
sified economy. 
e Governments have also frequently assumed that 
fragile forest lands can easily be cleared and farmed. 
Others, too, have fallen into this trap. In the late 
1960s and early 1970s the World Bank took the 
view that developing countries had large tracts of 
unexploited land that could be cleared for develop- 
ment. The Bank has now changed its view—but not 
before becoming heavily involved in Brazil’s unwise 
Polonoroeste project to colonise its tropical forests 
with small farmers, and Indonesia’s now-aban- 
doned plans to move 1m families from Java to its 
forested outer islands. 

While exaggerating the tenuous gains from de- 
forestation, governments also frequently ignore the 
costs. Rainfall diminishes. Water supplies become 
less reliable. Soil erodes, silting rivers and harming 
dams. Hungry Ethiopia is one consequence of for- 
est-clearing; unstable Haiti another; a third is Pan- 
ama, whose canal is inexorably filling with silt 
washed off the denuded lands around it. 

So the costs of tree-clearing usually exceed the 
benefits. Moreover, governments consistently un- 
dervalue the benefits from leaving forests un- 
touched. For the world’s 500m forest-dwellers, they 
are a source of food, fuel and furniture—usually 
unmarketed, and so unvalued. Even when forest 
products other than trees are exported, statistics on 
their value are rarely collated. 

Forest destruction is often aggravated by other 
government policies. Two recent studies by the 
World Bank (one by Mr Hans Binswanger and one 
by Mr Dennis Mahar) demonstrated that a mixture 
of subsidies and tax allowances had greatly encour- 
aged the deforestation of the Amazon. Brazil’s tax 
system (like that of many other countries, developed 
and developing) virtually exempts agriculture and 
turns it into a tax shelter. That adds to the demand 
for land and drives up its price, making it harder for 
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no income tax, so get no tax 
breaks) to buy. That in turn has helped to drive the 
landless north towards the Amazon. 

In the Amazon, clearing land is a way to estab- 
lish title to it. Similar laws, a century ago, helped 
clear North America’s forests. China, by contrast, 
has shown that such policies can be made to work in 
reverse, by giving private title to deforested lands on 
condition that they are replanted. 

Again, in some parts of Brazil, tax credits for 
livestock projects have been the single biggest cause 
of forest-clearing. Yet such projects are rarely eco- 
nomic. Many are set up to strip the land and offset 
the consequent operating loss against other sources 
of income. The government loses revenue, the 
world loses trees. Such policies thrive because those 
who benefit are powerful and close to government, 
whereas the forest-dwellers, who have managed 
their land communally for generations, are power- 
less and remote. 

Realistic conservationists hope to keep some 
rain forest—perhaps 5-10%, says the World Wild- 
life Fund—pristine, as a sort of “natural capital in 
the bank": nobody knows how many species would 
survive in managed forests. For the rest, they hope 
to be able to persuade third-world governments to 
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manage their forests. A few studies have begun to 
show what forests are worth without logging. One, 
by the New York Botanical Gardens, valued the 
output of fruit, latex and timber, on the basis of 
what they could be sold for locally, at $9,000 a hect- 
are (compared with less than $3,000 a hectare for 
cow pasture). The timber alone was worth less than 
10% of the total, and if cutting down a timber tree 
killed latex or fruit trees, that wiped out the gain 
from logging. 

The attitudes for which the West blames the 
developing countries today are those which rolled 
back the native forests of America only two centu- 
ries ago. Indeed, many of the destructive policies of 
the third world have their counterparts even now in 
the West. In America, the Wilderness Society has 
been campaigning for years to end the subsidies that 
the Forest Service pays to persuade contractors to 
destroy its forests. Each year the American taxpayer 
provides $100m to pay for the harvesting of timber 
too cheap to cover its costs. The most heavily 
subsidised logging is on land too arid and cold to 
reforest. To the growing horror of the Wilderness 
Society, subsidies are encouraging logging in Ameri- 
ca's last great temperate rain , the Tongass, in 
Alaska. Perhaps the Brazilians ought to protest. 








The warming globe 


66] VERYBODY talks about the weather, but 

nobody does anything about it," said 
Charles Dudley Warner. He spoke too soon. Some 
of the gases that have built up in the atmosphere 
since the industrial revolution—carbon dioxide, ni- 
trous oxide, methane and CFCs—have the ability to 
trap some of the sun's returning rays like the glass of 
a greenhouse. As a result, many scientists believe, 
the planet's surface may warm up far more rapidly 
than at any time in the past. If that happens, the 
world may eventually be able to support fewer peo- 
ple than it can today. 

The evidence for global warming is still largely 
conjectural. True, the global temperature has risen 
by about 0.5°C since the start of this century, and 
the six warmest years on record have fallen in the 
1980s. But most meteorologists are 
not yet sure that the globe is al- 
ready warming. Untangling the 
greenhouse effect from other broad 
movements in the earth's tempera- 
ture is extremely difficult. 

Besides, warming will be en- 
hanced or offset in some highly un- 
certain ways. For instance, a 
warmer atmosphere will hold more 
water vapour. Low clouds reflect 
sunlight, and so help to cool the 
earth; high clouds let sunlight 
through but trap returning radia- 
tion, so helping to warm the earth. 
The ocean mops up much of the 
world's output of carbon, but 
warm water holds less carbon than 
cool. As the sea will heat up more 
slowly than the land, will it become 





a carbon source, not a sink? 

The pace of warming is almost impossible to 
predict. But at any given time, the actual warming 
that has taken place will be less than the warming to 
which the planet is eventually committed. Even if 
man stopped producing greenhouse gases tomor- 
row, some warming would still take place. The con- 
ventional wisdom is that the global mean tempera- 
ture will rise by between 1° and 2°C by 2030, and a 
further 0.5°C by mid-century. In 60 years, in other 
words, the temperature could rise by half as much as 
the rise of 5°C since the last ice age, 18,000 years 
ago. Think of the vast alterations in the earth’s ge- 
ography caused by that infinitely slower change. For 
many of earth’s plants and animals, a few degrees 
make the difference between survival and extinc- 
tion. “Global warming”, thinks Mr Norman Myers, 
a British environment consultant, “may prove to be 
the single greatest threat to our fellow species." 

Those who live in cold climates may rather like 
the thought of warmer winters, and the Soviet 
Union has been intrigued by the idea of being able 
to cultivate its uninhabitable steppes. But climate 
models find it hard to predict the way the weather 
will change in particular regions. For instance, lati- 
tudes nearer the poles may heat up more than those 
nearer the equator. That will probably change the 
pattern of ocean currents. A shift in the Gulf 
Stream could alter the climate of Western Europe or 
America by more the greenhouse effect alone. 

People, too, will find it hard to adapt. As warm 
water expands, the sea level might rise. One esti- 
mate says that a rise of 1-2°C might cause a 30-40 cm 
rise in sea level. Some of the world’s most densely 
populated areas are most vulnerable to flooding. 
Nearly one-third of mankind lives within 40 miles of 
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the sea, where land tends to be richest—in Bangla- 
desh, the Nile delta, China, Japan and the Nether- 
lands. Quite a small rise in sea level might cause a 
growing tide of environmental refugees. Sir Crispin 
Tickell, Britain's ambassador to the United Na- 
tions, draws a hair-raising picture of a world in 
which changing climate might, at a cautious guess, 
drive over 60m people from their homes. “Despera- 
tion could push Africans into Europe, Chinese into 
the relatively empty parts of the Soviet Union, and 
Indonesians into northern Australia. Sheer num- 
bers could swamp most efforts at control." 

By the time scientists know more about the size 
and timing of global warming, it will have become 
more difficult and expensive to tackle. A vast study 
of the ocean, that clue to many of the unknowns, 
will not be complete for a decade; but with every 
year that passes, the earth may be committing itself 
to faster warming. 


How to cool it 

Several countries have already decided to end their 
use of the most potent group of greenhouse gases, 
CFCs. Quite apart from trapping heat, CFCs also de- 
stroy the layer of stratospheric ozone that shields 
the world from the sun's harmful ultraviolet rays. 

Curbing the use of CFCs will be relatively easy. 
Production has dropped from its peak in 1974, 
thanks to bans on most aerosol use in America, 
Canada and Sweden. They are produced by few 
firms in few countries (Du Pont and Allied-Signal 
accounted for three-quarters of America's output in 
1986). For the biggest uses of cFCs—as refrigerants, 
aerosol propellants and bubbles in insulating 
foam—there are possible substitutes. Even so, it is 
still not at all clear that developing countries can be 
persuaded to use them. 

At least it is clear where CFCs come from. Not so 
with two other greenhouse gases—both, molecule 
for molecule, much more important than carbon di- 
oxide. Methane probably comes from rotting waste, 
flatulent animals, leaking natural-gas pipelines, fer- 
menting rice-paddy fields. Nitrous oxide comes 
partly from the engines of cars and the chimneys of 
coal-fired power stations, but also from fertilisers 
and land clearing. Both gases are likely to be far 
harder to curb, for both technical and economic 
reasons, than emissions of carbon dioxide. 

And that will be hard enough. Carbon-dioxide 
emissions come partly from deforestation, which ac- 
counts for 10-30% of man’s annual carbon-dioxide 
emissions to the atmosphere. Almost all the rest 
comes from the burning of fossil fuels—coal, oil and 
natural gas—which, on combustion, release their 
stored carbon into the skies. So the main way that 
global warming can be slowed down is by reducing 
the combustion of carbon-rich fossil fuels. 

A meeting of scientists, conservationists and 
politicians in Toronto in June 1988 ended with a 
call for a 20% cut in emissions of carbon-dioxide by 
2005, and by 50% by 2025. Most people think that 
cannot be done. Emissions of carbon dioxide by 
OECD countries grew by about 4% a year between 
1960 and 1973. Thereafter, in spite of the massive 
oil-price rise and the spread of nuclear-power sta- 
tions, carbon emissions still grew by 1.5% a year. 
Conventional estimates predict a growth of about 
3496 a year from now on. And while the OECD coun- 
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tries consume just over half of the world's commer- 
cial energy, that share is falling fast. The growth in 
energy use in future will come almost entirely from 
developing and eastern-bloc countries. 

One attempt to sketch out how the world might 
stop warming was presented recently by Mr Irving 
Mintzer of the World Resources Institute to a meet- 
ing at the East-West Centre in Hawaii. The wari will 
publish it this autumn. He used a computer model 
to show how the commitment to future warming 
might be stabilised by 2060. He made several crucial 
assumptions: 

e World population stabilises at about 8 billion in 
2075. This is the United Nations's "low" guess: its 
central guess is much higher. 

e Economic growth per head in 1975-2075 is about 
396 globally; for today's developing countries, be- 
tween 1975 and 2025, real income per head grows at 
4.6% a year. By 2025 this raises real incomes in 
these countries to about the level of Denmark's in 
1975. 

@ An annual improvement in efficiency of energy 
use of 1.7-2.4% in today's industrial countries, and 
1.4-2.3% in the developing world. In the past de- 
cade the improvement has averaged just over 196 a 
year. It could be done with existing best technology 
but will require sharp price increases for fossil fuels. 
Gas and oil prices quadruple in real terms; coal 
prices triple by 2025 and then decline, as coal de- 
mand falls. 

@ Coal is largely replaced by 2075 by natural gas, 
solar, nuclear and renewable fuels. 

e Use of CrCs stops by 2020 in the industrial world, 
by 2050 in the developing countries. 

"It's technically feasible but politically impossi- 
ble," Mr Mintzer believes. His study shows that en- 
ergy conservation is beyond a doubt the most fruit- 
ful and cost-effective way to slow global warming. 
But to persuade people to use energy more efh- 
ciently will need economic incentives. For the more 
expensive that carbon-rich energy becomes, the 
greater the incentive to introduce technologies to 
save it. If governments rely on information alone to 
persuade people to buy more efficient cars or insu- 

late their homes, people may well use their savings 
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to drive their efficient cars more often, or to turn up 
the central-heating thermostat. If so, their demand 
for energy will not decline. 

Rich countries shelter energy prices in various 
ways. (“Look at the cost of sending a 200-ship flo- 
tilla to the Persian Gulf to keep the oilways 
open, "grumbles Mr Mintzer. "That doesn't show 
up in the oil price. It's buried in the defence bud- 
get.") Most third-world countries subsidise the con- 
sumption of electricity, natural gas and coal. Coun- 
tries with subsidised energy use it less efficiently 
than those where it is expensive. Indeed, third- 
world countries account for some of the most ap- 
palling examples of energy waste. Like Egypt, which 
uses a quarter of its electricity (subsidised, inev- 
itably) to drive one vast aluminium plant, in a land 
that produces no bauxite. 

The best way to make sure that the price of en- 
ergy reflects the damage it does to the environment 
is to tax it. Governments are showing a wary but 
growing interest in the concept of a carbon fee: a tax 
that would be levied on fossil-based fuels propor- 
tionately to the amount of carbon they contained. 
The effect would be to make coal dearer than oil, 
and oil dearer than natural gas. Even in the United 
States, the administration is worrying increasingly 
about the effects of allowing the price of petrol to 
fall to its lowest level in real terms since the Korean 
war. Next year the United States will again be de- 
pendent for more than half its energy on imported 
oil. It would not be surprising if something called, 
perhaps, an "atmospheric users’ fee” were prepared 
for next year’s budget. 

The scope for saving energy from existing tech- 
nology is clearly enormous. A switch to greater effi- 
ciency could be speeded up by rules to set minimum 
standards for cars, domestic equipment and the in- 
sulation of new buildings, as well as by insisting on 
the labelling of domestic appliances to show how 
much energy they use. The more industry and do- 
mestic users get clear information on the amount of 
energy they are using and how they might reduce it, 
the faster they are likely to respond. 

rnments particularly need to change the 
attitudes of gas and electricity utilities, most of 
which see their job as selling as much energy as pos- 
sible. Yet, for most of them, it costs more to produce 
extra power than to persuade their customers to use 
what they get more efficiently. One man who has 
turned this paradox into a business is Mr Angus 
King. Last year he worked for a firm building small 
generating stations and selling electricity to utilities. 
lining power prices made that increasingly un- 
profitable. “For 9 cents a kilowatt hour, you can 
build a hydro-station,” he says. “For 5 cents you 
can’t build much of anything, but you can change 
light fixtures.” 

Now his company, Northeast Energy Manage- 
ment, will sell 48m kilowatt hours of electricity to 
the Central Maine Power company—about a third 
of the growth in its industrial and commercial load 
this year. But he does so by contracting to get the 
power company's customers to cut their electricity 
use, rather than by building new power stations. He 
goes to an industrial user and offers to pay about 
two-thirds of the cost of installing more efficient 
equipment. The user meets the rest of the cost, and 
keeps all the resulting savings on its electricity bill. 








*. D 
beginning 
For the user, the payback period on energy-saving 
investment is thus cut from about five years to 18 
months. Mr King gets paid by the power company 
the same rate per kilowatt that he would get for gen- 
erating new electricity. Not surprisingly, utilities in 
New York and Massachussetts have plans to copy 
this ingenious scheme later this year. 

Quite apart from using energy more efficiently, 
people will need to use different fuels. In particular, 
they will need to switch away from coal, even 
though the world’s proven reserves of that fuel 
vastly exceed those of oil and natural gas. But burn- 
ing oil releases 70% as much carbon dioxide as coal, 
natural gas 50% as much. 

Only one way of generating electricity is now 
commercially viable and produces no carbon diox- 
ide: nuclear power. Plenty of evidence suggests that 
nuclear power is a worse buy than energy efficiency, 
if only because of its huge capital cost and lengthy 
payback period. But any programme to stop global 
warming will almost certainly have to include a large 
expansion of nuclear power. This is awkward for 
many greens, whose first and deepest sentiment is a 
hatred of nuclear power. Several countries now 
have a moratorium on new nuclear plants. In Swe- 
den the government has even committed itself to 
phasing out its nuclear stations by 2010. 

Many developing countries, having embarked 
hopefully on nuclear programmes in the early 
1970s, have found them plagued by delays and cost 
over-runs. The sheer size of investment needed to 
build even one plant makes nuclear power intimi- 
dating for countries with little foreign-borrowing ca- 
pacity. The World Bank refuses to lend for nuclear 
programmes. Above all, developed countries will 
worry about the security implications of putting 
more nuclear capacity in countries which may turn 
out to be hostile, or irresponsible, or simply inept. 
With China sitting on one-third of the world’s 
known coal reserves, it will be a hard choice. 
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Hanging together 


€" T^ HE earth is one but the world is not," begins 

the Brundtland report. What goes up one 
country's chimneys or down its drains may come to 
rest on the trees or beaches of another; your defor- 
estation causes my droughts and floods. The easy 
green problems are those that countries can solve 
for themselves. The hard ones will need co- 
operation. 

For example, the gases that cause global warm- 
ing are produced mainly by rich countries. The rich 
countries got rich by polluting freely, and exploiting 
those resources that they now want low-income 
countries to conserve. But the future increases in 
greenhouse gases will come mainly from the devel- 
oping world. Poor countries, with their large popu- 
lations, low incomes and fragile agriculture, may suf- 
fer more than rich ones if the world warms and the 
sea rises, for they have less room for manoeuvre. But 
they may still resent being told by the rich, "Do as 
we say, not as we have done." As Mr Bill Reilly, 
head of America's EPA, puts it: "The developing 
countries are saying, if this train goes out of the sta- 
tion too fast, we will not be aboard." 

Even among the rich countries, huge differ- 
ences in energy efficiency leave room for plenty of 
arguments. The Japanese point out that their ratio 
of energy to GNP is half that of America. So any 
given target for future carbon-dioxide emissions 
would be much harder and more expensive for Ja- 
pan than for the profligate United States. Countries 
without big coal industries are likely to be more en- 
thusiastic supporters of tough limits on carbon di- 
oxide than big coal-burners. At The Hague confer- 
ence on global warming earlier this year, the most 
active countries were Norway (big on hydro power), 
France (atomic), and Italy and Holland (natural 
gas). Moreover, once the regional impact of global 
warming becomes clearer, some countries (say, Rus- 
sia) may think that they will actually benefit from 
global warming, by being able to farm the tundra. 
Their compliance will be harder to win. 

Any one country that unilaterally takes action 
to stop damaging the ozone layer or warming the 
globe risks putting itself at a comparative disad- 
vantage, while other countries make up the emis- 
sions it has suppressed. Some small, rich countries 
may take the risk: Norway, with lots of low-carbon 
oil and natural gas, aims to stabilise its carbon-diox- 
ide emissions in 2000, with cuts thereafter. Other 
countries will want proof. 

The saga of CFCs, once again, may be the tem- 
plate for global warming. Their potential for dam- 
age was spotted in the early 1970s. In 1977 a report, 
drawn up at the OECD, was noted and shelved. In 
1979, when the Nordic countries, Canada and 
America were urging action, Japan, Britain and 
West Germany all wanted more proof that the 
ozone layer was being harmed. Not until theory was 
proved by observation was there agreement to act. 
And even in 1985 the Vienna convention on the 
ozone layer was for research only. 

Even once signed, international conventions 
are weak tools. They rely entirely on nation states to 
enforce them, and their main sanctions are the pres- 


sure of world opinion. In future, environmental 
conventions may try to use trade sanctions to whip 
disobedient countries into line. Otherwise, some 
countries will succumb to the temptation to become 
dirt havens, sheltering carbon-dioxide-belching or 
CFC^spraying industries and profiting from exports 
of cheap steel or computer parts. 

It will be important to find the right institutions 
in which to discuss problems such as global warm- 
ing. Any framework that excludes the poorer coun- 
tries is likely to fail. The French, Dutch and Norwe- 
gians campaigned at The Hague for a new global 
environment authority with enforcement powers, 
and a special fund to help poor countries tackle 
global warming. Mr Reilly prefers the idea of build- 
ing on the United Nations Environment Pro- 
gramme. The British fear that creating a new body 
would lead to endless time-wasting argument. Once 
the Inter-governmental Panel on Climate Change, 
set up last year to study the evidence of global warm- 
ing, submits its interim report in October next year, 
a draft convention is likely to be tabled. Particular 
protocols, on issues such as carbon-dioxide emis- 
sions, deforestation and agriculture, might then be 
attached to it over time. These negotiations will be 
the acid test of the willingness of countries to 
change their citizens’ behaviour, rather than risk 
changing the climate. 


Eco-bargaining 

In theory, the anxiety of rich countries to stop dam- 
age to the environment puts a powerful weapon in 
the hands of the poor. They can, if they choose, de- 
mand help from the rich world to preserve tropical 
forests, find safer kinds of energy, dispose safely of 
toxic waste. Some big debtors are offering vague 
agreements to be kind to local conservationists in 
exchange for wiping something off the slate. 

Both sides should be wary of such deals. In some 
debtor countries there is now much talk of "eco- 
colonialism”. To link the humiliation of debt with 
the case for conservation risks a nationalist back- 
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BEN Ls Ote urs ee a ur dw O E O EEA ee! 173 against busybody foreigners who cut down 
their own trees, and then go abroad and tell poor 
people not to cut down theirs. Besides, it is not al- 
ways clear that conservation can be helped by for- 
eign cash. 

Certainly, the experience of the World Bank is 
discouraging. The Bank is struggling to build the 
concept of sustainable development i into its lending 
programmes. Its own review of the effect of its poli- 
cies on the environment, produced last year by its 
independent Operations Evaluation Department, 
argues that there is "surprisingly little evidence of 
gross negligence or damage" in the impact of past 
projects on the environment. But the review also 
admits that environmental mistakes may take many 
years to show up. Conversely, in now trying to stop 
future damage, the Bank finds it hard to cope with 
the timescale involved. Benefits tend to be distrib- 
uted over a long period. And environmental 
projects are highly staff-intensive. The Bank is being 
pushed by its shareholders to lend more, with fewer 
administrators. At least one member of its environ- 
mental department thinks, "We're trying to throw 


cash at a problem that doesn't require money”. 

The damage poor countries are doing to their 
farm land will, in time, impinge on the rest of the 
world. If more trees are cut down, soil erosion pro- 
ceeds, and water shortages grow worse, there will be 
more Ethiopias, and more Sudans. One result may 
be sporadic third-world conflicts—over the headwa- 
ters of the Nile, perhaps, or erosion upstream of the 
Ganges. Nearly 50 countries on four continents 
have more than three-quarters of their land area in 
international river basins. 

More third-world people will struggle to enter 
the rich nations. The United States, one of the few 
rich countries with a land border with a low-income 
state, has already seen a wave of migration from the 
south. Other rich countries will have to be increas- 
ingly brutal to keep out such economic refugees. 
Above all, world food prices will rise. That will push 
poor food-importers deeper into debt. It may cause 
tensions among the rich countries, too. Japan is the 
world’s largest grain importer. How will American 


consumers feel about competing with the Japanese 
to buy their own food? 





When green is profitable 


OTS of companies can see ways to benefit from 
the new enthusiasm for the environment. In 
rich countries a new breed of "green consumer” 
seems happy to spend extra money for products 
which claim to be kind to the earth. All sorts of 
businesses have jumped on the bandwagon, and 
those already aboard have felt cheerfully smug. 
Broadly speaking, the best-run companies are usu- 
ally the cleanest ones, too. 

Many firms have by now seen a marketing 
opportunity in making their products environmen- 
tally friendly. Some have begun to grasp that this is 
only a first stage. Those who buy, say, an aerosol 
prominently labelled as “free of crcs”, will also 
start to ask what damage the other chemicals in the 
package may do. And then, perhaps, what happens 





to that manufacturer's effluents, or solid waste, or 
emissions? Or whether the factory is an eyesore in a 
lovely spot? Or whether the firm has a subsidiary 
that chops down rain forests? At that point, compa- 
nies start to see that trading on the environment 
may be more challenging than they first thought. 
They may also find that they have no system to mea- 
sure their environmental performance, or to make 
sure that the board takes responsibility for it. 

"It's a question of culture, not of three or four 
priorities," says Mr Tom Burke, director of Britain's 
Green Alliance, a green lobbying group. "The two 
corporate priorities for the 1990s are the environ- 
ment and recruitment. | tell firms that they are 
linked. Good people don't like working for a com- 
pany with a bad environmental image. 

The big oil companies have understood this for 
a long time (though some have taken it to heart 
more than others). For other firms, which have not 
perceived their business as having environmental 
impacts, it is a new idea. Mr Burke has been telling 
the banks in Britain's high streets that they are 
more likely to do well in the tight market for finan- 
cial services if they sell values—especially green val- 
ues. That means more than giving a nice cheque to 
the World Wildlife Fund every so often. It may 
mean looking at the energy efficiency of their 
branches, for example, or asking questions about 
the insulation of the houses that mortgage borrow- 
ers want to buy, or the waste-disposal arrangements 
of corporate borrowers. 

Companies like the idea of going green to woo 
consumers. They are less pleased about being 
hounded by governments to clean up. Three trends 
will matter: 

@ It will become increasingly difficult and expensive 
to get rid of corporate waste. Big American chemical 
companies, faced with the threat of tough new laws 
to make them cut their wastes, have been racing to 
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‘ont hopes over the next two years to cut by 70% 
he amount of hazardous waste produced by its fac- 
tories. Monsanto has announced that it will cut its 
air emissions of hazardous chemicals by 9096 by the 
end of 1992, and its discharges of organic and toxic 
inorganic waste by 70% by the end of 1995. It wants 
to be seen to be a good citizen; but it also thinks that 
. low-waste plants will sometimes be cheaper to run 
than dirty ones. 

€ Companies will be under growing pressure to 
keep track of environment-damaging products long 
after they leave the factory gates. The EEC Commis- 
sion has been considering rules to promote the recy- 
cling of plastics which might force the plastics indus- 
try and its customers to take full responsibility for 
the ultimate fate of their products. Again, Du Pont 
has seen a way to turn such threats to its advantage. 
Mr Nicholas Pappas, Du Pont’s executive vice-presi- 
dent, announced a big scheme earlier this year to 
recycle plastics from municipal wastes. "All plastics, 
regardless of construction, are one of the most recy- 
clable of materials," he declared. Alcan Aluminium 
announced in Britain earlier this year that it was to 
build Europe's first plant to recycle aluminium 
drinks cans. Recycling uses only 596 of the energy 
needed to extract aluminium from bauxite in the 
first place. Egyptians, please copy. 

€ Companies will find it harder and more costly to 
get insurance against damage to the environment. 
The more governments and courts insist that com- 
panies should pay for the damage they do, whether 
through. asbestosis, exploding chemical plants or 
holed oil tankers, the more expensive will insurance 
become. In the United States the courts have begun 
to send chief executives to jail—not merely impos- 
ing a fine that their companies can pay—for delib- 
erate acts of gross environmental negligence such as 








Into the unknown 


NLIKE most of the issues that politicians deal 

with, damage to the environment does not 
happen suddenly. Occasionally one telegenic 
event—such as the spillage from the Exxon Valdez 
or the annual burning of the Amazon—grabs atten- 
tion and demands instant action. But most of the 
problems described in this survey have been build- 
ing up over years, barely noticed. 

Many of the effects of harming the environ- 
ment will always be diffused and uncertain. Over 
the next 30 years far more people will die from 
smoking cigarettes than from the hole in the ozone 
layer. More are killed by driving cars than by what 
comes out of their exhausts. Perhaps the Sahel 
droughts are linked to the destruction of the Ama- 
zon; perhaps the disastrous floods in Bangladesh 
will appear, one day, to have been the first harbin- 
gers of the disruptive impact of global warming on 

the climate. But it may take a generation to establish 
whether deforestation. causes starvation, or coal- 
burning causes drowning, on the other side of the 
world. 

Astonishingly little is known about the ways in 

which humanity affects the environment. Where di- 
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the illegal dumping of carcinogenic chemicals. 

Now some countries are greatly extending the 
concept of liability. American legislation has made 
companies liable for the costs of cleaning up toxic 
dumps, even when they complied fully with the law 
in disposing of their waste. West Germany is consid- 
ering proposals to make firms liable for environ- 
mental damage even when it is caused by routine, 
authorised operations, and when it occurs at a dis- 
tance, as with air-pollution harm to forests. Nor are 
developed countries the only ones to toughen these 
rules. In 1986 India's supreme court ruled that com- 
panies engaged in hazardous activities had absolute 
liability for accidents, whether or not they had acted 
in good faith. Compensation for victims would be 
based on a firm's capacity to pay. 

Among the firms that will do well out of these 
new pressures are lawyers, waste-management spe- 
cialists and management consultants (who, in Mr 
Burke's view, will develop a "vast green-bullshit in- 
dustry”). Big, well run companies will prosper—in- 
deed, governments will use them to set the pace for 
change, arguing that if they can produce cleaner 
technology, then it should become standard. So will 
small, clever entrepreneurs. 

Some governments have begun to boast about 
the size of their environment-cleaning exports. The 
countries with the toughest standards tend to do 
best—led by Japan and West Germany. Some newly 
industrialised countries, such as Taiwan and Singa- 
pore, are catching up, spurred by increasingly stiff 
environmental regulations at home. And some in- 
dustries have begun to realise that environmental 
regulation offers the best argument for trade protec- 
tion. Why should companies in dirtier countries be 
allowed to cut costs and compete with us, they will 
ask. Trade will increasingly prove a powerful force 
for cleaning up the world. 





sasters have been predicted in the past, by Malthus 
or by the Cassandras of 1972, they have frequently 
failed to appear. Oil has not begun to run out, world 
population growth has not continued to accelerate, 
food production per head has in- 
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creased. Small wonder that sceptics 
argue that those less visible hor- 
rors, the hole in the ozone layer 
and global warming, may just turn 
out to be passing blips in the long 
history of meteorological vari- 
ations. 

Undoubtedly, the earth is ex- 
traordinarily resilient. Undoubt- 
edly, too, the primitive state of un- 
derstanding of the environment 
means that some surprises lie in 
wait. They will not all be nice ones, 
nor happen gradually, giving plenty 
of time to adjust. There may be 
threshholds beyond which gradual 
change suddenly becomes pre- 
cipitate. 

To get people to change their 
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Reader offer 
Specially produced re- 
prints of this survey are 
available at £1.25 per 
copy, 90p to schools and 
universities, Price in- 
cludes UK postage and 
packing; overseas p&p ex- 
tra. Minimum order: 10 
copies. Ring Sarah Gray 
in London on 01 839 
7000 or Bradley Cleaton 
in New York on 212 541 
5730 by 11 September to 
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ways enough to carry out Mrs Thatcher's “full re- 
pairing lease" will be unimaginably difficult. The 
concept implies asking people to give up goodies to- 
day for the sake of citizens in other countries—or 
even for generations yet unborn. What politician 
has ever done anything so quixotic before? To get 
people to stop polluting their own country is hard 
enough. To get them to stop defiling the unowned 
atmosphere, or the accommodating ocean, will be 
many times harder. To do anything at all in coun- 
tries where governments are weak, or controlled by 
the very people who gain most from dumping, log- 
ging or poaching, will be almost impossible. 

The difficulty is not mainly one of technology. 
Mankind's ingenuity is quite capable of providing 
technical answers to most environmental problems. 
Cars that will do 100 miles to the gallon, 
agroforestry schemes that combine trees with crops, 
buildings that need one-third as much energy to 
heat them as typical American homes, vetiver grass 
that grows cheap terracing and stops soil erosion: all 
these exist, and many more ingenious solutions 
would be devised and adopted, given the right eco- 
nomic incentives and political will. 

There's the rub. Sensible economics, as this sur- 
vey has argued, can avoid much environmental 
damage. But the reason that countries do not pur- 
sue sensible economics is that powerful lobbies ben- 
efit from the foolish kind. Tax breaks, subsidies, 
trade protection—all put money into the pockets of 
noisy well organised groups at the expense of the 
mass of unorganised, passive consumers. Rich de- 
mocracies frequently give special treatment to 
groups (such as big farmers or logging companies) 
whose subsidised activities may cause environmen- 
tal damage. How much more tempting is it in poor 
countries, where those who gain most may be the 
ruling class, or in centrally planned economies, 
where the absence of a market makes it hard to see 
who profits and how? 

The most intractable environmental problems 
are those that only political or institutional 
change can cure. Two of the most funda- 
mental sources of harm are the generation of 
energy, and population growth. A world that 
has grown used to the freedom of cheap 
travel, the comfort of warm houses, the con- 
venience of electrical machinery, will not will- 
ingly pay much more for its power, or accept 
that it should be used more frugally. Yet a 
whole host of environmental problems—the 
erosion of the Parthenon, the oily beaches of 
Alaska, Chernobyl's fall-out, Colorado's 
brown fog, global warming itself—originates 
in the thirst for energy. Almost all the cures 
for one of these problems involve aggravating 
another. Only conservation offers a win-win 
answer. 

As for world population, its rate of 
growth may have stopped accelerating, but it 
is surely inconceivable that the earth can sup- 
port 14 billion people—the eventual total 
now predicted by the United Nations—at 
anything like the standard of living enjoyed 
today in middle-income countries such as 
Mexico and Malaysia, let alone that of the 
tich West. Simply to provide food, water and 
firewood for almost three times as many peo- 





Not what mankind chose 
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ple as are alive today will cause huge changes. More 
land will be ploughed up, driving out species of ani- 
mals and plants; seas will be scoured for protein; 
new cities spring up; new rubbish dumps accumu- 
late. The countries in which growth will be fastest 
will be mainly those with least room for manoeuvre: 
the poorest lands, with the most fragile soils. To get 
third-world birthrates to hasten towards western 
countries’ stability will take more than money. It 
will take lots of political backing and cash for family- 
planning programmes. A bit of commonsense from 
the Vatican would help in Latin America. So (in a 
small, grim way) may AIDS. 

At the root of all environmental argument is 
the question: can growth be clean and green, or is it 
inevitably harmful? In the short run, a country that 
freely pollutes its air and erodes its soil may grow 
more quickly than one which tries to live off the 
income from its natural resources, rather than 
squandering its stock of natural capital. Many coun- 
tries, though, may not have the luxury of choice. 
Environmental damage may be a check to growth. 
That is true particularly for poor countries. But 
even for the rich, a degraded environment may re- 
duce the value of economic growth. Clean water, 
healthy trees, safe beaches are all part of the quality 
of life, just as much as ownership of a car, access to a 
good hospital or holidays abroad. 

Growth that is not environmentally harmful 
may be different from the growth that the industrial 
and industrialising countries have known up to 
now. It will almost certainly be slower, as resources 
now being consumed are conserved instead. In- 
stead, more satísfaction will have to be squeezed 
from a given amount of natural resources. But tech- 
nology is just as capable of befriending the environ- 
ment as of harming it. The stove uses less energy 
than the open hearth, the wheel less energy than the 
sled. What we need is the will. With that, most 
things are possible. 
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UK Nirex Ltd., a company owned by 
the Central Electricity Generating Board, 
British Nuclear Fuels plc, the UK Atomic 
Energy Authority and the South of Scotland 
Electricity Board, is to develop and build a 


deep underground disposal centre for radio- 
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Genetic research paves the way for 
medical progress. 

It is our responsibility to keep it 

on the straight and narrow. 





























Genetic engineering has opened 
the way to totally new discoveries. It 
is helping us unravel the mysteries 
of previously incurable diseases So 
that we can get to their root causes 
and find cures. Such knowledge is 
urgently needed, for only a third of 
the 30,000 illnesses known to man 
worldwide can be causally treated. 
In other words, insufficient or no 
therapies are available for 20,000 
of these. This group comprises can- 
cers and Aids as well as Alzheimer's 
disease, multiple sclerosis and rheu- 
matism. So there still aren't enough 
medicines to solve these remaining 
medical mysteries. 

It is our strict policy not to engage in 
developments that pose ethical 
problems such as genetic engineer- 
ing experiments on human gametes. 
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The genetic structure IS studied with an autoradiogram. 


Should you be interested in further 
information, please contact Bayer 
AG, Public Relations Department, 
D-5090 Leverkusen. KI 4391 


Foreign genes are implanted in a cell nucleus. 
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ENERATING PROFIT FROM WASTE WASTE PAPER: WORLD TRADE AND 

Economic Incentives for Waste Management INVESTMENT IN A GROWTH INDUSTRY 

— Development and Forecasts to 1992 

As recycling becomes a key environmental issue, how 
will the growth of the waste paper business affect the 
pulp and paper industry worldwide? The paper and 
board industry has always used waste paper as part.of its 
raw materials, but in the past decade the total volume 
has surged under the influence of higher pulp prices, 
advances in technology for the processing of waste paper, 
and political and social pressures. This study contains 
key data on waste paper recovery and consumption, and 
a review of processing technology and major investment 
projects. For the 35 largest markets, it also provides 
computer-generated forecasts to 1992 of waste paper 
utilisation, foreign trade and demand for pulp. 








ndustry throughout Europe is under increasing 

fessure, from international agencies, governments, the 
pean Community and conservation groups, to 

mprove its current waste management practices. A firm 

hat fails to take account of environmental issues risks 

incurring heavy costs to meet new standards. However, 

waste management is currently emerging as a positive 

tool that can enhance sales, generate consumer goodwill 

cand hasten new product development. This Report 

xamines world legislation, details methods of disposal 

|». ifi several key areas such as hazardous waste, glass, 

< plastics and metal, and highlights the many benefits of 

"developing a sound waste management policy. 
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- Media messages 
Rupert Murdoch attacked 
British television's "narrow 
elite. .. which has always 
thought its tastes are synony- 
me ith quality”. British 
| television, he said, was class- 
| ridden and backward-looking. © 
During the time it took him to 
deliver his MacTaggart lec- 
:]. ture, his Sky satellite-televi- 

| sion company lost £17,000. 


John Birt, the BBC's deputy di- 
"tector-general, rebutted Mr 
Murdoch's charge that televi- 
sion was backward-looking. 
The BBC began a series of 
newscasts which present the 
events leading up to the out- 
break of the second world 
war as they might have been 
covered had they occurred 
today. 


Public water-supply compa- 
nies admitted they had spent 

| £21.8m on a big advertising 
campaign. Surprisingly, they 
claimed that this campaign 
had nothing to do with the 
fact that they are to be sold to 
the public in November. (Or, 
as.a spokesman remarked: “It 
has coincided with privatisa- 
tion only because privatisation 
is happening.) 


Race and reaction 


Around 750,000 people cele- 
brated London's Notting 
Hill Carnival—the biggest of 
its kind outside Brazil —with 
the usual good humour and 
arrests (310 this year, most of 
them after the carnival 
finished). 


| Questions about the role of 
‘race in fostering and adopting 

children came to the fore after 

the Court of Appeal upheld a 

decision to remove a 17- 

month-old child of mixed par- 

entage from his white foster 

1. home and place him with a 

|. black family. A health-depart- 

-| ment minister, David Mellor, 


2 | - demanded a report into the af- 


fair, pending legislation. 























Best-laid plans 


The Ministry of Defence dis- 
closed that Sir Francis Tombs, 
chairman of Rolls-Royce, is 
preparing a report on the 
management of the Atomic 
Weapons Establishment at 
Aldermaston. Its work on the 
Trident nuclear defence pro- 
gramme for the 1990s is badly 
behind schedule. 





The Universities’ Funding 
Council published an exhaus- 


| tive assessment of university 


research. Oxbridge and Impe- 
rial College, London, excelled. 
Grading will affect the alloca- 
tion of £250m in research 
grants over the next five years. 


The government failed in its 
attempt to set up a wholesale 
market for electricity, to oper- 
ate after privatisation. Back to 
the drawing board. 


Miners proposed to save the 
last coal pit in Kent by taking 


| it official information about 





it over themselves. 





Mixed economic news for 
Nigel Lawson: a survey by the 
CBI supported hopes for a 
“softish” landing for the econ- 
omy in the fight against infla- 
tion. But a survey of 22 inde- 
pendent forecasts by the 
Financial Times pointed to a 
sharper than expected down- 
turn in investment growth 
ahd consumer spending. 


A Protestant terrorist group, 
the Ulster Freedom Fight- 
ers, claimed the security forces 
in Northern Ireland had given | 


IRA suspects; the loyalists said 
they used the information to 
kill a man they thought was an 
IRA member. 


Once upón a time | 








History of England" (Dick- 


| 
| 
| 
blood and grease upon the 
ens}—probably died of scurvy | 






and malnutrition, not o 
dulgence, said Susan Ma 
Kybett in a magazine, H 
Today. 










Buckingham Palace an- . 
nounced that Princess Arr 
and Captain Mark Phillips 
are to live separately—-as the 
have in effect been doing for 
some time. The marriages o 
the Queen's only sister 
only daughter have now bot 
broken up. hu 










Old rock stars never die, Th 
Who, a band whose membe 
hoped they'd die before. 
got old, plan a concert at Loi 
don's Royal Albert Hall in | 
tober. Combined ages of the 
three surviving original m 
bers: 131. E 


Animal magic 


Britons spend £2 billion a y 
on pets, said a report. In f£. 
nation of animaldovers, a 
video-distribution company 
advertised a new voodoo hoi 
ror film by sending hundre 
of live Chinese rat snak 
video shops. 


A survey suggested that B 

ain’s beloved domestic cats 
slaughter 70m smaller fry— : 
sparrows, shrews, mice, rob- 
ins, etc—-every year. 


Environmental officers found 
that the rat population of _ 
Britain had increased by on 
fifth last year and that. no 
doner works more than 70. - 
yards from the nearest ra 
company, Rentokil, said 
of rat poison had risen 5i 
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_a bunch of radical students about to listen to 
‘a Conservative university chancellor. They 
came prepared to snigger; and snigger many 
(but not all) of them did. 

What Mr Murdoch said (see box on 
next page for a taster) was not particularly 
novel. He thinks the BBC/rrv duopoly in 
British television limits consumer choice; he 
believes that British broadcasting is in the 
hands of a self-perpetuating, self-congratu- 
lating élite. Plenty of people agree. What 
made the lecture epochal was the person giv- 
ing it. 

For in the past year Mr Murdoch has 
made history. When he was just a newspaper 
proprietor, albeit with 24% of Britain’s 
newspaper sales in his stable, he was re- 
garded as the devil only by those who looked 
back to a golden age of the press—when 
The Times was not just another paper and 
Page Three Girls had no nipples. But, since 
the launch of Sky television, his satellite TV 
service, earlier this year, a new set of adver- 
saries thinks he has horns and a tail. 
‘These are the men who have run televi- 
sion in Britain for 40 years. In the BBC, and 
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in the independent companies who hold 
television franchises, programme-makers 
have believed that their values were “in the 
public interest". They have been proud of 
their successes—lush costume drama, 
many original plays, some hard-hit- 
ting documentary series. They think 
Mr Murdoch is prepared to flood the 
airwaves with imported American 
sitcoms, inconsequential talk-shows 
and old films. 

Mr Murdoch deliberately of- 
fended many of those listening to 
him. He claimed that American 
broadcasting had been misrepre- 
sented, insisting both that its most 
popular programmes were better 
than their British equivalents (partially true; 
they are certainly glossier), and that Ameri- 
can news and current-affairs programming 
was more extensive than in Britain (more 
true than false; local television news in 
America, for example, is vastly better than 
its British counterparts). 

Yet his worst enemies would find it diffi- 
cult to say his speech was all fire and brim- 
stone. Many broadcasting journalists find 
his Sky News channel impressive; he reit- 
erated at Edinburgh that he has no inten- 
tion of calling for the privatisation of the 
BBC. And, in strict business terms, Mr Mur- 
doch hardly seems threatening; his channels 
have only about 196 of the British television 
audience, and lose more than £2m a week. 
So why is he considered to be so dangerous? 

Because cometh the hour, cometh the 
man. British television has had a torrid two 
years, which started with the firing in 1987 
of Mr Alasdair Milne, then director-general 
of the BBC, by his board of governors. Since 
- Mt Milne was the embodiment of the liberal 
progamme-makers' establishment, 
and since his departure was thought 
to have had the hand of government 
behind it, the old guard in the BBC 
took fright. 

Then, in late 1988, the govern- 
ment unveiled its plans for the future 
of commercial television. These in- 
cluded a proposal to put the existing 
television companies’ local franchises 
up for auction in 1991. Cue for cries 
of woe that companies would no 
longer want to risk spending on 
















































£300,000-an-hour dramas, given the 
possibility of losing their franchise “it 
auction. Now along comes Mr Mur 
seeming to endorse the government's sce 
cism about the wonders of the old sys 
and its commitment to change (thoug! 
too opposes the auctioning of franchises 

The horns and tail grew another inc 
Yet the real story behind Mr Mure 
speech is not of a television industry u 
to oppose this devilment. Indeed, most: 
the questions after the speech aff 
agreement with much of what he ha 
Instead, Edinburgh showed how fragmer 
the television industry has become. At 
four groups are now evident. Each has a 
ferent vision of the future. 
First, and still perhaps most numero! 

are the Modern Reithians, the people 
redefined British broadcasting in the 196 
and who would like things in the 1990s t 
as they used to be. The BBC would depe 
for financing solely on its licence fee; 
would make lots of programmes that : 
lenged the conventional wisdom—ei her 
the government, or of society at large. ' 
independent companies would win ft 
chises by promising "quality progr 
ming, and lose them if they failed to delis 
This is the group that feels most embattl 
at the BBC, but it still dominates the attitu 
of big independent companies such 
Thames and (especially) Granada. Its m 
articulate exponents are—bizarrely— 
nalists who write about broadcasting. 
The second group are the 
thies, epitomised by Mr John 
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into the BBC as its deputy director-general 
from an independent company when Mr 
Milne was sacked. The New Worthies think 
that British television has much to be proud 
of, but has grown complacent. The BBC, 
they say, has never asked itself what “public- 
service broadcasting” really means, and bet- 
ter had do, soon, if it is to continue to be 
financed mainly through the licence fee. 
They are scornful of the Modern Reithians' 
definition of quality—one that would put 
exposure of, say, a minor scandal above an 
explanation of how the European Monetary 
System works. If British Tv news is so good, 
they might ask, why did it never have a cor- 
respondent based in Japan? If the BBC was so 
marvellous, why had it lost the confidence of 
Daily Telegraph readers? 

The third group—the Soho Mob—is 
centred in the cottage-industry world of 
small independent companies, with some 
supporters in both the BBC and companies 
like Lwr. It finds the television establish- 
ment naff and boring. It says that television 
sport is tired. It wants more “youth” pro- 
grammes; it believes that television current 
affairs is insufferably worthy and dominated 
by what goes on in the besuited world of 
British politics. It thinks that the "public in- 
terest” is the band that Johnny Rotten 
founded after he left the Sex Pistols. It 
would like more of the BBC's and the big in- 
dependents' output to be put together by 
small companies. A symbolic standard- 
bearer for this tendency might be Ms Janet 
Street-Porter, head of youth programming 
at the BBC—and the person who invited Mr 
Murdoch to Edinburgh. 

And that leaves the fourth group—the 
Deregulators, admirers of America, for 
whom Mr Murdoch speaks. But, as this 





analysis suggests, his views are far from 
ing the only source of tension within televi 
sion. Old BBC hands spent much of last year 
in a malevolent campaign against Mr Birt. 
Executives at Granada, whose "World in 
Action" programme is all that the Modern 
Reithians hold dear, bitterly and publicly 
criticised Lwr's decision to replace the 
equally worthy “Weekend World" with the 
jazzy, Soho Mob-inspired “Eyewitness”. 

Arguably, the weakest position is shared 
by the groups who like each other least—the 
Deregulators and the Modern Reithians. 
The latter have had their day. The BBC, 
discovering modern management about a 
decade after the rest of the public sector did 
so, will never again let its programme mak- 
ers do what they want, and to hell with the 
audience. It knows that it will not convince a 
government—of any colour—to let it keep 
the licence fee in the mid-1990s if it does 
that. Even in Granada's Manchester re- 
doubt, the sound of accountants tapping 
their calculators can be heard as the com- 
pany prepares to bid for its franchise once 
more. 

Yet the Deregulators' future looks no 
brighter. Mr Murdoch may, as some insist, 
be able to sustain Sky's losses for years. But 
the government has made clear that a mar- 
ket-driven free-for-all is not its policy. The 
prime minister will not have porn on British 
screens; the European Community (without 
much British opposition) will limit Ameri- 
can imports into its single market. Cable has 
been a flop. The battle is in the middle 
ground; it is not men like Mr Murdoch and 
Mr Milne who will determine what British 
television will look like in the next decade, 


but Mr Birt and Ms Street-Porter. 








Some of what he said 


66r T^ HE television set of the future will 

be...aglobal cornucopia of pro- 
gramming and nearly infinite libraries of 
data, education and entertainment... 
The arguments which have recently 
dominated British broadcasting, such as 
multi-channel choice versus public-ser- 
vice duopoly, will soon sound as if they 
belong to the Stone Age... 

For 50 years British television has op- 
erated on the assumption that the people 
could not be trusted to watch what they 
wanted to watch, so that it had to be con- 
trolled by like-minded people who knew 
what was good for us...And it was 
done in a way which was very appealing 
to the British establishment, with its dis- 
like of money-making and its notion that 
public service is the preserve of 
paternalists . . . 

Much of what is claimed to be quality 


television here is no more than the pa- 
rading of the prejudices and interests of 
[these people]... [and] has had, in my 
view, debilitating effects on British soci- 
ety, by producing a TV output which is so 
often obsessed with class, dominated by 
anti-commercial attitudes and with a ten- 
dency to hark back to the past . . . 

What I am arguing for is a move from 
the current system of public broadcast- 
ing, in which market considerations are 
marginal, to a market system in which 
public broadcasting would be part of the 
market mix. 

As in newspapers, so in television; 
[News International's] role is that of a 
monopoly destroyer, not a 
monopolist... And the campaign or- 
chestrated by our rivals... is a cynical 
effort to win in the political arena what 
has been lost in the marketplace.” 
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Restrictive practice: no marchers on left 


Trade unions 


Good, bad or 
indifferent? 


[f! NIONS do not reduce the growth of 
productivity or employment... 
union firms experienced faster productivity 
growth during 1980-84 [than did non-union 
firms]," says the press release accompanying 
some much-publicised new studies from the 
London School of Economics's Centre for 
Labour Economics. Now listen to the gov- 
ernment's white paper, "Employment for 
the 1990s": "Recent research shows that 
trade unions...tended to push up the 
earnings of people they represented while 
blocking the improvements in productivity 
which are needed to pay for these higher 
earnings." Has the LSE, with one blow from 
an academic pamphlet, knocked the stuffing 
out of the arguments behind the govern- 
ment's attack on unions? 
The se work on productivity growth 
looks at figures for 127 firms in England and 
Wales from 1973 to 1986. The researchers 


The change under Thatcher 
Labour productivity in manufacturing 
% change on previous year 
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maintain that there was “no significant dif- 
ference” in average productivity growth be- 
tween union and non-union firms during 
the 1970s; but during the early 1980s, they 
say, the productivity of workers in 
unionised firms grew faster than did that of 
workers in non-unionised firms. 

Watch out. Academic papers can be 
read in many ways. This latest work looks at 
growth, not levels, of productivity. Studies 
on productivity levels tell a different story. 
In the LsE's spring bulletin, the school's pro- 
fessor of industrial relations, Mr David Met- 
calfe, surveyed recent work: studies covering 
the late 1970s and early 1980s link 
unionisation to lower productivity levels, 
while one survey conducted in the mid- 
1980s shows no particular link. Of a study 
on the engineering industry from 1978 to 
1982 he writes, "the key finding is that 
union presence reduces labour productivity 
substantially in large firms. This effect is es- 

ecially strong if there is a closed shop.” 

Mr Sushil Wadhwani, one of the latest 
batch of researchers, admitted in discussing 
the papers that previous research connects 
lower productivity levels to unionisation: 
"somewhere in the dim and distant past," 
he said, "restrictive practices did impact on 
productivity." The new papers’ evidence, he 
argued, shows that unionisation does not 
prevent companies from improving their 
workers’ productivity: the data in them con- 
centrate on growth in productivity, irrespec- 
tive of levels. 

Read one way, the new studies’ figures 
for the early 1980s suggest that unionisation 
may actually have helped to boost labour 
productivity in those years. Certainly, in 
1980-84 productivity in unionised firms rose 
faster than in non-unionised firms. 

Read another way, with those lower pro- 
ductivity levels in mind, the figures suggest 
something quite different. Unionised firms, 
whose productivity had in the past been 
' eld down by restrictive practices, had more 
„zope for improvement than did non- 
unionised ones. So, in the years when 
unionised firms were catching up, their pro- 
ductivity growth curve bounced up above 
that of non-unionised companies. 

The results then become unsurprising. 
Union power was under attack in the early 
1980s. It would be odd if, with union power 
weakening, the differences between 
unionised and non-unionised companies 
did not shrink. That is what seems to have 
happened during those years. 

The LSE papers, in short, do not under- 
mine the government’s attack on union 
power. Rather, they support the view that 
weaker unions mean faster productivity 
growth. On the other hand, they also con- 
tradict those who believe that unions are al- 
ways bad for productivity. Unions are rather 
like alcohol: it isn’t their presence that mat- 
ters, but their strength. 

SS ee es 
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How a lager lout turns into a lager snob 


Drinking habits 


From strength to strength 


The fastest-growing bit of the drinks market is lager. Behind its growth 


lurks a polarisation of drinking habits 


RITAIN’S 39m boozers are turning to 

stronger drink. Most pubs have one or 
more strong lagers on tap; the shelves of off- 
licences groan with cans marked "strong" 
or "extra strong’’; and advertisements trum- 
pet the strength—or "bite" in ad-speak—of 
rival brands. A cursory inspection of the dis- 
carded cans which litter most city streets 
suggests that the tide of strong lager is be- 
coming a flood. 

The strongest of the range are known in 
the trade as “super-strongs’’. For once, this 
is not mere hype: a 99p can carries a punch 
equivalent to two-and-a-half pints of bitter, 
four glasses of wine, or four measures of 
whisky; oblivion is guaranteed for less than 
£5. Last year almost 600,000 barrels of the 
stuff went down British throats, earning 
some £140m for the breweries. 

Carlsberg Special Brew (the one in the 
bright gold cans) is the best-seller of the su- 
per-strongs: with 9% alcohol by volume, it 
has 6596 of the market and an advertising 
budget of £2.64m a year. Its nearest rival is 
Tennent's Super Blue. Other manufactur- 






Where the lager goes 
% of volume consumed, Lerner 1989, by age 
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ers—notably Allied Lyons with Skol 1080, 
and Scottish & Newcastle with Kestrel Su- 
per Strength—are trying to muscle in on 
this expanding part of the market. 

Super-strong lagers suffer from some- 
thing of an image problem. Accosted by 
tramps clutching gold or blue cans and re- 
questing a pound for a cup of tea, the aver- 
age commuter regards them as the drink of 
choice for the down-and-out. Not so, says 
Carlsberg: Special Brew is popular with the 
up-and-coming as well. Certainly, anecdotal 
evidence suggests that super-strongs are 
making converts among the young. Cans of 
Special Brew and Super Blue seemed almost 
a part of the costumes at last week’s Notting 
Hill Carnival. 

Even more exciting from the brewers’ 
point of view is demand for the next 
strength down: "strong" or, as it is coyly 
known in the trade, "premium" lager. Ten 
years ago only one in ten pints drunk was a 
strong lager. Today the figure is one in four. 
Most breweries have a prized premium la- 
ger, with Tennent's Extra (Bass), Stella Ar- 
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tois (Whitbread’s) and Léwenbriiu (Allied) 
leading the field. Premium lagers have been 
particularly successful in the take-home 
trade. Both market researchers and the 
brewers, who are investing millions in ad- 
vertising premium brands, believe that 
strong lagers will remain the best money- 
spinner in the entire British beer market for 
some years yet. 

Mintel, a market analyst, argues that the 
popularity of strong lagers reflects the grow- 
ing sophistication of the British consumer. 
As the lager market continues to segment, 
affluent and image-conscious consumers are 
voting with their elbows, abandoning fizzy, 
generic products for more distinctive 
brands. 

The taste for stronger lagers is encour- 
aged by the fashion for expensive interna- 
tional brands with Germanic names and 
Gothic print on the labels. Foreign lagers, 
which have always been stronger than their 
British counterparts, with an average alco- 
hol content of 5% rather than 3%, are 
readily available in Britain's supermarkets. 
As the watered-down recommendations on 
tied houses of the Monopolies and Mergers 
Commission begin to take effect, these for- 
eign brews seem bound to increase their 
sales in British pubs. 

Other consumers are attracted not so 
much by quality as by alcoholic content— 
the"bite". Lager louts usually know which 
brands offer the quickest way to get cheaply 
drunk. Even if they did not know in the 
past, they do now. Urged on by the health 
lobby, the EEC now has a rule that all brands 
should give their alcoholic strength on the 
label. This has proved a boon for serious 
drinkers. 

The brewers—and the Brewers’ Society 
in particular—are cagey when asked about 
strong lagers: much better, they say, to con- 
centrate on "nablabs": no-alcohol and low- 
alcohol beers. But nablabs still have a 
minute share of the market. Encouraged by 
some of the most sophisticated advertising 
around, both lager-louts and lager-snobs are 
shifting to stronger brews. 








Nice pictures, shame about the roof 


National Gallery 





Post-Whitehall modernism 


The government has pushed London's flagship gallery into relying heavily 


on its own financial resources. As it is unwilling to c 


e for admission, it 


needs others ways of making ends meet 


IR ROBERT PEEL championed the Na- 

tional Gallery in 1832 for a good reason: 
more public appreciation of great art, he 
thought, would help soothe class conflict. 
Those who run it now still believe in the 
civilising mission of London's top gallery 
and are proud of its policy of free admission. 
But today they have another mission, too: 
reconciling that policy with the costs of 
maintaining a huge building in Trafalgar 
Square. 

Until April 1988 that job was done by 
the Property Services Agency (PsA), a sec- 
tion of the Department of the Environment. 
The arrangement worked badly: Whitehall 
predictably shelved all but the most urgent 
repairs. Now the gallery has been made re- 
sponsible for its own upkeep. That has been 
equally disastrous. 

Part of the problem is that the Crown 
remains the gallery's freeholder. So the Na- 
tional’s trustees, under their chairman, Mr 
Jacob Rothschild, see themselves as just the 
managers of the cash—with no more 
responsibility for raising it now than before. 
This is going to change. The government, 
sooner rather than later, wants to transfer 
the freehold to the trustees, giving them ulti- 
mate responsibility for spending and raising 
the gallery's cash (though grants-in-aid will 
continue). In the meantime, the govern- 
ment is chivvying the gallery to take respon- 
sibility for its building without waiting on 
legal niceties. 

There is a big job to be done. The gov- 
ernment's maintenance grant is only £3m a 


year; the repairs inherited from the psa will 
cost perhaps £22m. To redecorate one large 
room of the gallery, with modern lighting 
and climate controls, can cost more than 
£lm. Yet the amounts raised by the Na- 
tional from private sources to supplement 
the government's grant are relatively meagre 
(perhaps £1m since last summer, when Mr 
Walter Annenberg, a former American am- 
bassador to Britain, donated $5m). 

The result: one of the best collections of 
paintings in the world is threatened by a 
lack of proper air-conditioning. And the 
backlog of maintenance work is rising: 
large number of rooms are now closed to tl 
public and the roof, damaged by the hot, dr; 
summer, is leaking terribly. (An August 
thunderstorm sent staff scurrying around 
the Titians with buckets and plastic sheets, 
to the amazement of foreign tourists.) 

While the National cannot cover its 
maintenance costs, the government picks up 
the bill for most of its other running costs. 
These come to about £6m a year, and are 
met largely by a government grant of £5m, 
emphatically earmarked for current spend- 
ing. (The deficit is met out of various private 
sources.) This running-cost grant—adjusted 
to exclude cash for maintenance staff and 
for pensions—has increased in real terms by 
almost 40% since 1979. Staff numbers have 
risen by only 996 in ten years; but there has 
been a substantial fall in the number of 
warders (partly because of room closures) 
and the modest overall increase conceals a 
near-doubling of professional and adminis- 
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There is no limitation on subject matter for cases. Preference will 
be given to cases that relate to the theme of small business and 
entrepreneurship. Cases should give prominence to concerns that 
are universal in nature. 


Faculty, students and practitioners are eligible. Finalists will be 
invited, all expenses paid, to the final adjudication by the panel of 
judges. All accepted cases will be published and royalties will be 
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value from the gallery. The num- 
of visitors has risen sharply in the past 
years (see chart), leaving running costs 
head broadly unchanged in 1989 

rds at around £1.40. 
The task now facing the National’s di- 
ot, Mr Neil MacGregor, is to find new 
rces- of cash. Admission 
ges are out, mainly be- 
use the gallery does not be- 
"in them but partly be- 
seit doubts whether they 
ild räise much cash. In most 
s where gallery admission 
rges have been newly intro- 
ed, they have cut the num- 
of visitors by about 60%. 
Ippose a charge of £2 a head 
t the. gallery's visitors from 
ut 3.5m to about 1.5m. Af 
aking into account season 
, pensioner reductions 
id the like, the gallery might raise gross 
nues of £1.5m. The extra staff and 
pment involved might cost £300,000 a 
ar. Donations, claims the gallery, would 
Ost certainly go down and profits from 
shop and the restaurant would be badly 
e net benefit to the gallery might be 

itle as £200,000. 

at about stepping up donations? The 
tional is already the most successful of the 
untry's leading galleries in this respect. 
t donations have done little to cover 
furbishment costs. A new wing, rumoured 





the taxpayer has bee get- ; 














-to cost £30m and due to open in 1991, has 


been paid for by the Sainsbury family of su- 
permarket fame; but their generosity covers 
the building costs, not those of running and 
maintaining the extension. (The govern- 
ment undertook to meet these in 1987.) 
And a capital. endowment from Mr J. Paul 
Getty Jnr has been invested to produce per- 
haps £2m a year which—to- 
gether with a £3m annual 
grant from the government— 
_ can in general be used only for 
buying paintings. 

So what can the gallery do 
to help itself? Here are some 
suggestions: 

@ Even after some big improve- 
ments, the explanatory mate- 
tial next to the paintings is lim- 
ited and confusing. Gallery 
lecture tours are available only 
to a small number of those 
tramping the halls. An exten- 
sive, expensive gallery tour aimed at the 
well-intentioned-but-overwhelmed might be 
a money-spinner. 
@ The gallery appears to know next to noth- 
ing about its visitors. Its director is fervently 
anti-elitist; those who work there believe it 
already draws its visitors from all social 
backgrounds. But there is little market re- 
search to prove this view. Research might 
throw up some ideas for adding value to the 
gallery's current activities—and might even 
cuum the case for additional public 
cash. 


























€ As it is, this cash looks oddly structured. 
^ The purchase grant is about £3m a year. 
Even though it can be boosted by special tax 
concessions—the private-treaty sale system 
open to all state galleries—such a purse will 
not buy much in today's art market. Perhaps 
the gallery should ask for its purchase grant 
to be switched to building repairs. Gallery 
staff believe new acquisitions are important 
in pulling in the public, and in encouraging 
support from private benefactors. But what 
price a new picture if its future home lets in 
the rain? 
€ The trustees still take an uncommercial 
view of the gallery's shop and restaurant. 
They are supposed to be free-standing busi- 
nesses, but their space is provided at a nomi- 
nal rent and their "profitability" depends 
largely on this subsidy. The restaurant is a 
modest affair, modestly priced —presumably 
so that poorer visitors are not deterred from 
the gallery by the price of a cuppa. The Na- 
tional's shop eschews tee-shirts and other- 
vulgarities that might cheapen its collectic 
of postcards and reproductions. But th. 
Tate, London's second most famous gallery, 
has a splendid restaurant that packs them in 
and is not cheap. Could not the National 
copy it? 

Only since 1980 has the National been 
able to take on new staff without asking 
them first to sign the Official Secrets Act. 
Further changes lie ahead if the gallery is to 
emerge successfully from its days as a grand 
corner of the civil service. 














Ginza Street, W1 


OX in-30 of Britain's foreign visitors 
is Japanese. Walk down Oxford 
Street and you might think it was one in 
three. Japanese tourists have always been 
more noticeable than, say, the Swiss (who 
are almost as numerous)—partly because 
of their appearance, partly because of 
their tendency to cluster in large groups in 
the West End. Their visibility has fuelled 
the interest of the popular press in an eas- 
ily mockable race whose visits to Britain 
have doubled in three years. The British 
. Tourist Authority (BTA) is more inter- 
ested in the potential revenues they repre- 
sent: its boffins are studying how tourists 
with the idiosyncratic travelling habits of 
-the Japanese might make a bigger con- 
tribution to reducing the trade deficit. 

A recent article in the Daily Telegraph 
cited hotel complaints that Japanese tour- 
«ists had caused floods by running baths 
until they overflowed. This, coming at the 
height of the water shortage, was a gift to 
the tabloids: “Nips are drips!” said the 
Sun. In a country with relatively few orien- 
tal immigrants, poking fun at rich foreign 
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yellows is still considered fair game. 

The BTA would prefer the tourist in- 
dustry to follow the lead set by Wales. The 
principality’s tourist board launched a 
campaign at an exhibition in Japan on 
August 25th, selling tours of the. Welsh 
castles and Snowdonia in a joint-venture 
with. Cathay Pacific Airways. The BTA it- 
self has sponsored 60 visits by Japanese 
journalists this year, trying to convince 
them that Britain should no longer be 
seen by Japanese tour operators às a re- 
mote, shabby part of Europe with poor 
food. And it wants first-time Japanese visi- 
tors to Europe who pay a fleeting visit to 
London to come back for longer next time 
and see more of the provinces. 

Many are more interested in London's 
shopping. Last year#0% of Japanese tour- 
ists in Britain were women between 16 
and 35. Female office-workers come to Eu- 
rope to buy trendy western goods that 
would cost far more back home. The trou- 
ble with London is that its department 
stores are unfamiliar and nobody speaks 
Japanese. So a dozen Japanese-owned 





shops have sprung up, where Japanese 
saleswomen sell Burberry coats, Wedg- 
wood china and chintzy toiletries like 
soap coloured with Beatrix Potter illustra- 
tions—all at big mark-ups. The best- 
known, Mitsukoshi on Regent Street, had 
an astonishing £24.5m turnover last 
year—1396 of the BTA's estimate of all 
spending by Japanese tourists in Britain. 
But the profits go winging back to Japan. 
With a bit more cunning, some British re- 
tailers could be a lot richer. 
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-| Finance 
‘| Mitsui Bank and Taiyo 
- Kobe Bank agreed to merge 
“next April, in Japan's first big 
banking marriage for 16 years. 
The couple will become the 
world's second-largest com- 
mercial bank, measured by as- 
- sets. The move follows the de- 
' cision by Japan's finance 
. ministry to encourage compe- 
-tition among retail banks and 
. the deregulation of deposit 
rates, 





The Swiss Cartel Commis- 

-sion wants to force through 

“proposals which aim to bust 
the country's cosy big-bank 
syndicate, In July the 22 mem- 
bers of the underwriting syn- 
dicate unsurprisingly criticised 
the plan. 


Moody’s, an American credit- 
rating agency, gave Australia 
a vote of no confidence be- 
cause of its huge net external 
debt, equal to 33% of GDP, 
and its chronic current-ac- 
count deficit, now 5.2% of 

| ope. Australia’s credit rating 

-is now below Denmark’s and 

Norway’s. 


‘` America's largest bank, 
Citicorp, agreed to pump 
fresh money into Mexico be- 
cause it believes the country's 
economy is recovering. By 
contrast, three big British 

i banks have reduced their 

. Mexican exposures. At least a 
quarter of Mexico’s creditors 
must put up new money if the 


Brady plan is to succeed. 





Out of business 


. America's Court of Claims 

has barred the Energy Depart- 
ment from awarding a $1 bil- 
lion contract to a consortium 
led by Bechtel. The construc- 
tion firm sells systems and 
technology for disposal of nu- 
clear waste. 













pioneered casino gambling in 





Resorts International, which. 


bankruptcy proceedings after 
defaulting on $925m-worth of 











Since 1987 the number of 
bankruptcies in America has 
been in decline. In the first six ' 
months of 1989 the figure fell 
by 14.5%, the biggest drop in 
more than a decade. Only fi- 
nance, insurance and property 
saw an increase in business 
failures. 


The South Korean govern- 
ment approved a billion-dollar 
rescue plan for three ailing 
shipbuilders: Daewoo, Korea 
Shipbuilding and Inchon. 
South Korea is the world’s 
second-biggest shipbuilder, af- 
ter Japan. 


Australia’s domestic flights 
were grounded after pilots 
walked out over a pay dispute. 


People 


Jerome Kohlberg, a founder 
of Kohlberg Kravis Roberts 
who left America’s leading 
concocter of leveraged buy- 
outs in 1987, is suing his two 
former partners. They are ac- 
cused of being too greedy—at 
Kohlberg's expense. 


Leona Helmsley, the 
billionairess head of the 
Helmsley hotel empire, was 
found guilty in a New York 
court of evading millions of 
dollars in taxes. She thought 





lantic City, faces possible 





that only “the little people pay 
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taxes". Suggested sentence: 20 | 
years in one of her own hotels, 
on room service and water. 





Alain Chevalier, one of 
France's most respected busi- 
nessmen who recently became 
unemployed after losing a 
boardroom battle at LVMH, a 
champagne and bags group, is 
to buy the Pierre Balmain 
fashion and perfume house. 
He hopes to boost Balmain's 
profit by developing its pres- 
tige businesses. 


Grand follies 





A Swiss scientist has devel- 
oped a solution to the green- 
house effect that may warm 
up the earth: a sunshade, half 
the size of America, to be un- 
furled in space. The likely 
cost? Around 696 of the 
world's GNP for the next 20 

` years. 


A Japanese group, including 
prominent scientists and poli- 
ticians, proposed the construc- 
tion of a $25 billion navigable 
waterway through Nicara- 
gua as a substitute for the 
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Bids and deals 


More bid activity among air 
lines in America. AMR, par 
ent of American Airlines, 
hired two investment banke 
to prepare an anti-takeover 
defence. Several groups are 
talking to Texas Air about the 
possibility of buying its subsid 
iary, Continental Airlines: 
Pan Am said it is thinking 
about making an offer; 

Scandinavian Airlines System 
and other unnamed partners. 
are also interested. 


Stellar Computer and Ar- 

dent Computer, two of 
America’s most talked-about 
start-ups, plan to merge. 


Sweden’s Ericsson and Ame 
ica’s General Electric have 

agreed to form a joint ventur 
in North America to sell cell 
lar phones. The venture hopes 
for yearly sales of $1 billion. 


The board of Falconbridge, a 
Canadian mining group, sup. 
ported the $1.8 billion bid 
made for it jointly by 
Noranda, a local firm, and 
Sweden's Trelleborg. 


High on the hog 


The price of American pork: 
bellies soared as farmers = 
lobby to send the food as aid 
to Poland. Meanwhile Ame 
can trade regulators ruled that 
imported Canadian pork is in 
juring the business of local 
producers. 


Mickey Mouse has shaken 
hands with Kermit the Frog. 
Walt Disney has bought the 





„Panama Canal. 


rights to Muppet puppets for 
some $100m. . 






















































































| FUTURES PORTFOLIOS ENTAIL A HIGH DEGREE OF RISK. PASTPERFORMANCE DOES NOT GUARANTEE FUTU 






a tailored approach to 


MANAGED FUTURES 
PORTFOLIOS 


"THE Investment Services Department utilises the expertise of their management 


team to design exclusive, multi-advisor, futures and options portfolios by focusing 
on each client's fundamental investment objectives. 


The identification of an Investor's risk/reward parameters allows our management 
team to tailor a managed futures portfolio; whether the concern is control of the 


downside risk or desire to target an average annualised return of 2596, 3596 or even in 
excess of 45%. 


The Investment Services Department continuously analyses, monitors, and 
reviews the asset allocation mix of an Investor's portfolio, whilst providing limited 
liability as an insurance to protect the portfolio from unlimited risk. 





PRIVATE CONSULTATIONS 


The Management Team of Balfour, Maclaine International (UK) Ltd Investment 
Services Department will be available in the Far East duri ng mid-September for private 
consultation to qualified clients on all aspects of managed futures portfolios. 








Asset Allocation Applications 
Diversification of Investment Portfolios 
CTA Selection, Fund Structuring 
Fund & General Clearing Services 








Such applications would be appropriate for 






Large Individual Private Investors 
Financial Institutions, Registered Agents 
Private Investment Banks 
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:urope House, World Trade Centre, London El 9AA 
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Trust the trust, or bust the trust? 


D 


NEW YORK 


O OFTEN criticised for doing nothing, 
J the Bush administration claims. it is 
ready to do battle with a potentially for- 
midable foe: big business. Mr Reagan virtu- 
ally suspended the nation’s antitrust laws by 
cheerfully failing to enforce them. Accus- 
tomed to doing whatever they want, big 
American companies will not take kindly to 
the new administration’s plans to end that 
neglect. Undaunted, Mr James Rill, the Har- 
ard lawyer recently appointed head of the 
justice Department’s antitrust division, 
promises strictly to enforce the law. 

-Mr Rill is warning businessmen that he 
will examine with an eagle eye all moves that 
threaten to reduce competition, particularly 
zillion-dollar mergers. And yet, in some 
ways, the Bushmen want to make America’s 
antitrust. practices even more permissive 
than they were in the laisser-faire Reagan 
years, when the staff of the antitrust division 
was cut by three-fifths. 

The contradiction is more apparent 
than real. Most businessmen say American 
antitrust laws and practices need reforming. 
Interested lawyers and academics agree. The 
- faws date back to the efforts of the Cleve- 
Roosevelt and Taft administrations to 
e excesses of the robber barons. 
American manufacturers then worked with- 

an almost self-contained economy. Today 
have to compete in a world market- 
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place. Antitrust laws need to be amended to 
recognise that change. Mr Dick 
Thornburgh, the attorney-general, aptly 
summarises the thrust of the new policy 
when he says that the Justice Department 
supports the vigorous enforcement of anti- 
trust laws but "sometimes the laws must be 
modified to remain true to their goal." 

The main candidates for loosening are 
the antitrust regulations curbing collabora- 
tion between American companies. The Na- 
tional Co-operative Research Act of 1984 
went some way in that direction. lt exempts 
companies engaged in joint R&D projects 
from some antitrust provisions. By this sum- 
mer 134 joint ventures were registered un- 
der this act and so shielded against civil anti- 
trust suits seeking triple damages. 

Joint manufacturing and marketing 
deals, however, enjoy no such exemption. 
Most businessmen think that this is a mis- 
take. They say that, in practice, Ámerican 
antitrust laws make it much easier for them 
to collaborate with foreign firms than with 
American ones. They point to Hewlett- 
Packard’s “strategic alliances” with 
Samsung, Hitachi, Canon, Yokogawa, 
Northern Telecom and Sony, and to the 
joint manufacturing plant that General Mo- 
tors and Toyota have set up in California. 

The business lobby is winning its case. 
The curbs on collaboration among Ameri- 



























































can firms are likely to be further relaxed. 
by how much depends, as usual, on: 
comes out on top in Washington. Many i 
Congress, egged on by the Commerce D 
partment, are convinced that the antitrus 
laws are a ball-and-chain on American coi 
panies competing against foreigners. 
The Justice Department is more circi 
spect. In an article he wrote shortly after 
Bush was elected president, Mr Thor 
suggested that Congress should empow 
the government to permit joint produc 
ventures that did not threaten competitic 
and then subject such ventures to periodic 
review. As a less bureaucratic alternati 
Mr Thornburgh more sensibly suggest 
that Congress could prohibit a court fro: 
condemning a joint venture without fü 
considering how the venture might he 
America's ability to compete internati 
ally. That is not a factor courts are curren 
obliged to take into account. zu 
Easy to say that America's antitrust la 
should be updated, but hard to do. Th. 
fluence of fundamentalists who want 
antitrust laws abolished is waning! 
Mainstream economists. agree that su 
abuses as price-fixing, market-sharing a 
bid-rigging cannot be left to the market 
sort out. Whether the antitrust laws shot 
also continue to block joint production a; 
marketing ventures is more controversial 
Those who say yes fear that the cam- 
paign to amend admittedly outdated anti 
trust laws will be used to usher in an Ami 
can industrial policy through the back do 
They fret that some production cons 
will reduce competition in the Amer 
market. An example commonly cited is ! 
formation of u.s. Memories by IBM an 
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HE Montgolfier brothers thought it 

was a great way to fly. Some 200 years 
later hot-air balloons still drift across 
capitalist skies. Now the Russians are 
keen on getting high in wicker baskets. 
Initially Mr Don Cameron, a British bal- 
loon-maker, wanted simply 
to get permission to fly a 
hot-air balloon from Britain 
to Leningrad. After discus- 
sions with Russian officials, 
one thing led to another. 
First Mr Cameron helped 
organise the Soviet Union's 
first hot-air-balloon meet- 
ing earlier this year. Now he 
is launching a joint venture 
to manufacture hot-air bal- 


Russian venture 

aims to produce 50 hot-air 

balloons in its first year. 

Some will be used by Rus- 

||. sian youth organisations. The state tour 
operator, Intourist, has also placed an or- 
der for three balloons to provide tourist 
trips over Leningrad. 

— Mr Cameron's company, Cameron 


other companies to make advanced dynamic 

random access memory chips (DRAMs). This 

consortium is supposed to help American 

- companies catch up with their Japanese ri- 

_ vals. But it also provokes pointed questions. 

— Why does IBM, a company with 390,000 em- 

L  ployees, annual sales of $60 billion and an- 

nual profits of $5.8 billion, need corporate 

: to compete? Won't they, like the 

ig lady of Riga, end up inside the tiger? 

Wh t precisely are the “vital national de- 

' interests that U.s. Memories is sup- 

E oos: to safeguard! Have not those same 

- words been used by almost every protection- 

= ist scoundrel, from the steel industry to 

- coastal shipping, to justify discrimination 
- against foreign competitors? 

The stated determination of Mr Rill vig- 

. orously to enforce the antitrust laws on cor- 

e mergers is arousing more ribaldry 

. than opposition. It does not take a long 

1 , memory to recall that on mergers Mr Rea- 

's trustbusters talked loudly and carried 

= asmall stick. If any of the massive combina- 

- tions of the Reagan years were uncompeti- 

- tive, the trustbusters failed to spot them. In- 

b. - stead they tried to cover up their lassitude 

- by pointing to the number of criminal cases 

« the antitrust division had filed. In fact, most 

of these cases involved petty business con- 

- . spirators engaged in bottling, road building 

- and other local pursuits. "What the anti- 

trust division has done is to hunt rabbits 

— while lusty elephants have been roaming, " is 
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Hot air over Moscow 








Into the fed y 









Balloons, was established in Bristol in 
1968. Since then it has swollen to be- 
come the world's biggest hot-air balloon 
maker. Thanks partly to an American 
factory at Dexter, Michigan, it has an- 
nual sales of some 500 balloons a year 
worth around £5m ($8m). 
The boom in hot-air bal- 
looning has taken off be- 
cause, with a little market- 
ing savvy, a balloonist can 
turn an enjoyable pastime 
into a profitable one. Once 
airborne, a balloon repre- 
sents a big blob in the sky 
which can be sold as ad- 
vertising space. Companies 
can emblazon their name it. 
More daringly, Cameron 
will also make balloons in 
the shape of companies’ 
products—ranging from 
lorries to ice-cream cones. 
Mr Malcolm Forbes, America’s magazine 
egomaniac, has a balloon shaped like his 
French chateau. After that, a balloon for 
the most famous office worker in the 
Kremlin should be easy. 








how one economist put it. 

Neither Main Street nor Wall Street will 
take Mr Rill seriously until his trustbusters 
show that they will really come down hard 
on anti-competitive behaviour by big busi- 
ness. Precedent suggests that the way to do 
this is to launch several big investigations of 
possible breaches of the antitrust laws. Mr 
Rill has already put the frighteners on the 
airline industry. Delta Air Lines and Ameri- 
can Airlines have backed away from a deal 
for a joint reservation system. But to con- 
vince the sceptics, something more spec- 
tacular is needed. 

Walt Disney’s seemingly insatiable ap- 


Early antitrust enforcement 


petite for new material and characters for its 
theme parks is also worth a hard look. Dis- 
ney’s acquisition of Henson Associates, the 
company that created and owns the 
Muppets, follows i its acquisition of the rights 
to use MGM's logo and most of its library at 
its MGM-Disney Studios theme park near 
Orlando in Florida. Rival MCA is outraged. 
It accuses Disney of landing low blows in try- 
ing to deter MCA from opening its movie 
park, Universal Studios Florida, next year. 
The food industry presents another 
appetising target for Mr Rill's trustbusters. 
A succession of huge mergers means that 
thousands of brand-name grocery ira 
in the supermarkets are controlled by a few 
food giants. Has competition declined, and 
profit margins widened, as a consequence? It 
is the sort of question Mr Reagan's Justice 
Department did not like even to see posed, 
let alone answered. For all Mr Rill's brave 
talk, Mr Bush's Justice Department has yet 


to prove it is different. 





Australian entrepreneurs 


Alan Agonistes 


MELBOURNE 


HAT embattled Australian tycoon, Mr 

Alan Bond, brash to a fault, is at the 
centre of controversy yet again. Mr Bond's 
heavily indebted brewing, media and every- 
thing-else empire could do with a rest from 
the publicity Mr Bond attracts. But Austra- 
lian newspapers are blaring that Mr Bond 
threatened to "destroy" the West Austra- 
lian state government, his partner in a pro- 
posed A$1.2 billion ($920m) petrochemical 
complex, unless it agreed to terms favour- 
able to Bond Corporation. Such tales only 
add to the worries that keep Mr Bond's 
bankers and shareholders awake at night. 

On August 29th West Australia's pre- 
mier, Mr Peter Dowding, shocked the state 
parliament when he alleged that Mr Bond 
threatened to topple the government. Mr 
Dowding claimed Mr Bond told him he 
would use his political influence to get the 
upper house of the state parliament to block 
state funds and so trigger an early election. 
This was threatened, alleged Mr Dowding, 
unless state authorities changed an agree- 
ment which required Mr Bond's company 
to indemnify a state government insurance 
firm for losses on its holding in one of Mr 
Bond's companies. Mr Dowding alleged 
that Mr Bond also demanded that the gov- 
ernment buy some Bond Corporation prop- 
erties in Perth, the state capital, at inflated 
prices in return for reducing his stake in the 
petrochemical project. 

The state government wants Mr Bond 
to reduce his firm's share of the project from 
49.996 to 2596 because the project's bankers 
said his firm's role as s major shareholder and 





- Going Fast. Staying Westin. 


Off to Hong Kong on business, I said 
with all the nonchalance I could muster. 

Not without me, she decreed. We'll stay 
at The Kowloon Shangri-La. We'll take 
one of those beautiful rooms overlooking 
the harbour. We'll sit by our bay window 
and sip champagne and gaze at the lights 
twinkling on the island. We'll be pampered 
by those delightful people and that 
charming valet who thinks of everything. 

You'll see, she concluded, it will be the 
best business trip you ever had. 

And so indeed it was. 


stin Hotels in Asia: 
q Kong: Kowlo l 
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Underlying Strength Amidst the shifting currents of today’s financial 


markets, Bank of America stands on a solid 





The Golden Gate Bridge, 


photographed by Alan Ross 


foundation of experience. It enables us to look at opportunities that may not be clear to others. And 


to deliver the support you need to seize them. 


your goals with a long-range perspective. To see 
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“What I like about golf is the warm up.” -——— \ 


REMY MARTIN XO 


Exclusively Fine Champagne Cognac 


niy coenac made from eranes ero in Cognac's two hest regions is entitled ta he called Fine f '`hamnaone Cnonar 
















USSIA’S finance minister recently 

promised a "genuine capital mar- 
ket". The establishment of a stockmarket 
is included in a three-year austerity plan 
the Polish government is drawing up with 
the International Monetary Fund. In 
China up to 10,000 companies have is- 
sued shares and there are now stockmark- 
ets in Shanghai, Beijing, Shenyang and 
| other provincíal cities. "By 1995 nearly 
| every state-owned corporation will have 
issued shares that will be publicly traded 
on.exchanges around the country," pre- 
dicted one leading Chinese exponent of 
economic reform, admittedly before the 
bloody suppression of the pro-de- 
mocracy movement cast doubt on 
the whole programme. 

Why do reformers attach such 
importance to stockmarkets? One 
reason is that they believe transfer 
: cof ownership to non-government 
© shareholders helps preserve new- 
found managerial independence. 
Reformers think stockmarkets are 
better than bureaucrats at allocat- 
ing money for investment. Most | 
planned economies have over- 
invested, with heavy industry pros- 
pering at the expense of consumer 
goods production, and with little 
regard for relative efficiency and 
profitability. Result: shortages, 
queues and dissatisfied shoppers. 

Reformers also reckon that 
stockmarkets encourage inefficient 
managements to be weeded out and 
“¢ replaced by market, not political, mecha- 
* nisms. This further reduces the scope for 
state interference—not to mention brib- 
ery, corruption and nepotism. 

Sadly, all this may be wishful thinking, 
according to Mr Ajit Singh of Cambridge 
: University. In a recent paper”, focusing 
on China but with a broader relevance, he 
says the introduction of a stockmarket 
- will not achieve what the reformers hope. 
It could.make things worse. 

«Mr Singh starts by noting that China's 
economy has performed impressively 
without a.stockmarket’s helping hand. In 
the 1980s its industrial production and 
cpp have grown faster than South Ko- 
rea’s. But this dizzy expansion has re- 
sulted in an inflation rate of some 25% a 
year, while poorly distributed investment 
continues to hog resources. 

‘Reformers argue that a stockmarket 
would cut inflation by promoting savings. 



































Should communists 


| Clos domestic 






"The more zealous economic reformers in the communist world think 
that, alongside free prices and independent enterprises, they need that 
most capitalist of institutions, a stockmarket. May 


not 
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Yet China already has one of the world's 
highest savings rates, officially reckoned 
to be equal to 3896 of cpp in 1987. If sav- 
ings need to be increased further, Mr 
Singh says, higher real interest rates on 
bank deposits or, better still, extending 
modern banking to rural China would be 
more effective than trying to persuade 
people to buy risky shares. 

Chinese inflation stems from excessive 
aggregate demand, which in turn arises 


have a stockmarket? 


issues. He argues that there is little € 
dence that share prices, volatile in the 
short term, bear any systematic relation to 
long-run company performance. In his 
view, that makes stockmarkets a 
mechanism for directing investment to 
those companies best able to use them. 

Mr Singh follows the now widespread 
fashion of denigrating takeovers as a 
costly and inefficient mechanism for fore 
ing change. As for weeding out incompe 
tent management, studies suggest tha 
small, profitable, well-run companies are 
more likely to be grabbed than big, rela 
tively unprofitable ones—B.A.T and oth 
mega-bids notwithstanding. Such studies 
have a drawback, though: they ignore the: 
fact that fear of takeovers can (in the ab- 
sence of any other pressure) be the only | 
way to keep managers awake, even 



































partly from a loss of central control over 
the investment decisions of enterprises. 
The Chinese government has been reluc- 
tant to dampen demand for fear of 
stagflation. “Without such macroeco- 
nomic stabilisation, a likely stockmarket 
boom in inflationary conditions would 
make control over prices more, rather 
than less, difficult," Mr Singh argues. In 
any case, he says, China’s government has 
tackled sectoral imbalances in investment 
with some success, switching funds to pro- 
duction of consumer goods and to agricul- 
ture as fast as a stockmarket could. 

What about inefficiencies in individual 
enterprises? Mr Singh draws on experi- 
ence in capitalist countries to dash re- 
formers’ hopes for the magic of stock- 
markets. In the West, most big companies 
choose not to rely on the stockmarket for 
cash, but finance their investments from 


retained profits, bank borrowing or bond 


investment Gross domestic savings - 














































if the fear is unmeasurable. : 

Nevertheless, experience of pri- 
.49| vatisation in Britain and other 
«| western countries does suggest that 

^| ownership is, on its own, not an 
overriding spur to efficiency. Wha 
matters is competition for the prod- 
ucts they are selling—provide 
managers in state-owned compa- 
nies are free to manage. 

Mr Singh notes that profit-shar 
ing can be and is used as an incen- 
tive for workers and managers in. 
state-owned enterprises in many. 
countries (including China) with- 
out either share ownership or a 
stockmarket. If incentives need to 
be strengthened by giving employ- 
ees a stake in the business, shares 
can be issued even if there is no: 
stockmarket to trade them on. 
They will pay a dividend related to profits. 

If not a stockmarket, what? Mr Singh's 
suggestion is ingenious. Why not simulate 
the positive features of a stockmarket: 
and avoid what he sees as the negative 
ones—by creating new financial institu- 
tions to act as competing holding compa: 
nies of industrial enterprises? These hold- 
ing companies (they sound rather like 
West German banks) would have man 
gerial autonomy and their performance 
would be judged by profitability. But to 
achieve real efficiency gains, this ne 
organisational structure would have to t 
accompanied by measures to inctease 
competition. That is a nettle communist 
countries have yet to grasp. 





* In "The Chinese Economy and its Future: Achi 
ments and Problems of Post-Mao Reforms”. Edit 
Peter Nolan and Dong Fureng. To be published 
Polity Press, Cambridge, in October. 














manager was an "extremely negative" factor 
financing the complex. The firm is suing 
the government over breach of contract. 
Bond Corporation denies Mr Dowding’s ac- 
cusations. The parliamentary opposition 
also denies plotting with Mr Bond and has 
called for an inquiry. It suggests that crimi- 
nal charges be laid if Mr Dowding’s accusa- 
tions turn out to be true. 

_ Mr Bond is used to controversy. In June 
this year the Australian Broadcasting Tribu- 
nal found him unfit to run his radio and 
ision networks, after hearing an allega- 
that he threatened to use his media in- 
sts against an institutional investor and 
use further controversy surrounds a 

out-of-court defamation settlement 
Queensland's then premier, Sir Joh 
e-Petersen, a long-time local power- 
















broker. 

_ Some big investors have deserted Bond 
Corporation, saying that it is carrying too 
iuc debt. Shares in the firm (60% owned 
by Mr Bond) have fallen from A$1.87 to 
A$0.50 this year. Mr Bond's deal-making 
tyl helped brilliantly to build his empire. 
Mis enemies are crowing that it may also 
help to pull it down. 


Tourism in Hongkong 


Peace and quiet 


LT OTEL prices cut by a third; restaurants 
with empty tables; heavy discounts for 
foreign shoppers; scenic spots uncluttered 
by Japanese tour buses—after five years of 
ctic growth, Hongkong's tourist industry 
experiencing an unwelcome spell of tran- 
quillity. The reason is simple: because Chi- 
na’s army on June 4th bloodily cleared 
Beijing's Tiananmen Square of its demon- 
ators, fewer foreigners want to visit bar- 
baric China. That means fewer tourists stop 
over in civilised Hongkong. 
— . Their absence is making many in the 
British colony nervous. Tourism last year 
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HONGKONG 


HE tourists may no longer be flood- 

ing into Hongkong, but the place is 
more popular than ever with emigration 
consultants and overseas property 
agents. Hongkong probably enjoys the 
dubious distinction of being the world 
leader in trade fairs catering for those 
wanting to flee to a safer haven. The larg- 
est so far, a five-day shindig called the 
Emigration Expo '89, attended by an es- 
timated 100,000 people and supported 
by 120 firms of emigration consultants 
and overseas property agents, closed on 
August 28th. 

Demand for space for such exhi- 













bitions is running at record levels. Yet | 
| Sweet and sour the Hongkong Convention and Exhi- 





bition Centre is not pleased. It is ban- 
ning future emigration-linked exhi- 
bitions because they are thought to be 
damaging to the colony’s already bat- 
tered business confidence, not to men- 
tion its image in the rest of the world. 
How much ice that will cut with 
Hongkong’s Chinese residents is an- 
other matter. One local taxi driver, be- 
moaning his poor summer's takings be- 
cause of the lack of tourists and the glum 
mood in the colony following the massa- 
cre of Tiananmen Square, suddenly 
broke off to ask if his English was good. 
"Yes," said your correspondent. Back 
came the question: "Good enough for 


Canada?" 
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was worth HK$33 billion ($4.2 billion) to 
the colony; it has long been the third-largest 
earner of foreign exchange, and employs di- 
rectly and indirectly a quarter of the 
workforce, But in June, when there were 
15.4% more hotel rooms available than a 
year earlier, the number of visitors to fill 
them was 20.5% lower. Since June (the last 
month with full figures available) the gap be- 
tween demand and supply has probably wid- 
ened, putting an extra strain on property in- 
vestors and their bankers. So much for the 
positive thinking which opened nine new 
hotels last year and which envisaged today's 
total of 24,000 rooms rising to 32,000 and 
more over the next two years. 

In fact, expansion at that rate was dubi- 
ous well before the slaughter in Tiananmen 
Square. Hongkong's economy has been op- 
erating at its limit for the past three years. In 
1986 gross domestic product grew by 11.2%; 
in 1987 by 13.6%. The first consequence is a 
shortage of labour and rising inflation; the 
second is a slowing in growth as the econ- 
omy is forced to adjust. That is why GDP 
grew by a less febrile 7.496 last year, and— 
before June 4th— was projected to grow by 
696 this year. Now, the forecast is for a 596 
increase in GDP, which is comfortable 
enough for the colony's planners. 

But economic truths do not ease the 
pain of the tourist industry. Last year Hong- 
kong's hotels enjoyed an occupancy rate of 
9296. With capacity growing by 2096 or so a 
year, the Hongkong office of Nomura Re- 
search Institute (a subsidiary of Japan's big- 
gest stockbroker) was already predicting be- 
fore June a fall in occupancy rates to 8696 
this year, 8396 next year and 7996 in 1991. 
Now, Nomura foresees a drop to 8196 this 
year, 76% next year and 71% in 1991. Such 
levels are still healthy, since at "normal" 
room prices a Hongkong hotel needs to fill 
only 5596 of its rooms to make a profit. But 
that assumes that hotels will not cut their 
prices to win guests—and cash—from their 








competitors. 

In practice, the price-cutting is alrea 
happening, especially in downmarket hotels 
that do not appeal to business travellers. 
Nomura believes the earning power of the 
colony's hotels could drop by 50-7096. The 
impact will be felt even at the top of the 
range. Some analysts believe the profits of 
Hongkong and Shanghai Hotels, which 
owns the old and luxurious Peninsula, will 
fall by 15-2096 this year. 

So what is the remedy? The immediate 
answer is to reduce the dependence on 
China (whose own tourist earnings are likely 
to be halved this year from last year's $2.2 
billion). Last year, of the 5.5m who visited 
Hongkong, some 2896 were on their way to 
or from mainland China—including 3896 of 
the visitors from Taiwan, 1696 of the Japa- 
nese and 4396 of the North Americans. 

Such figures make Hongkong vulner- 
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able. In June, as television broadcast the 
events in Beijing to horrified viewers around 
the world, the number of visitors to Hong- 
kong from Taiwan fell by 42.4% from a year 
earlier. Japanese visitors were 12% down, 
and North Americans more than 21%. No 
wonder Hongkong is now proclaiming itself 
to be part of South-East Asia as a dynamic, 
colourful, shoppers’ paradise on the way to 
exotic Thailand or clean and convenient 
Singapore. 

The change of emphasis should help. 
After all, Hongkong was a tourist destina- 
tion long before it became easy to enter 
China. The long-term solution, however, is 
for foreign travellers to recover their taste 
for mainland China. And whether, or 
when, that is likely to happen is in the hands 
of the old men far away in Beijing. 


NEWEKIES ILL aD 
Amstrad 


irst inflate, then 
puncture 


pees highest-flying computer en- 
trepreneur has come a cropper. Brit- 
ain's brought price-cutting compe- 
tition to European personalcomputer 
markets and, by so doing, built itself into a 
company with sales of £625m ($1.1 billion) 
in the year to June 1988. Few at first believed 
that Amstrad's founder, Mr Alan Sugar, 
who began his business career selling car 
aerials from the back of a van, could grow so 
big, so fast, so profitably. He proved every- 
one wrong and has enjoyed an inflated repu- 
tation as an almost infallible businessman 
ever since. But just when it seemed Mr Sugar 
could do no wrong, he did. In July Amstrad 
recalled 7,000 of its newest computers to fix 
an unreliable chip. Regaining momentum 

ld now prove as big a challenge for Mr 
ugar as succeeding in the first place. 

Amstrad's sales in the year to July 1989 
could be as much as a fifth below those of 
the previous year, at £500m, according to 
estimates by stockbrokers at UBs Phillips & 
Drew. Pre-tax profits could drop to as little 
as half of 1988's £160m. For a company that 
had been growing at well over 5096 a year, 
such a setback is deflating. Moreover, recov- 
ering from this slump with another stunning 
success may be a luxury Mr Sugar cannot af- 
ford. Though it was his nimbleness as a 
trader that brought Mr Sugar to fame and 
riches in the first place, it will be steadiness 
and patience as a brand manager that will 
keep him on the road to prosperity. 

Mr Sugar was not the first to build low- 
cost IBM-compatible computers using Asian 
components, but he was the first European 
to grab hold of that opportunity with both 
hands. He built machines that could be used 
straight out of the box by technically illiter- 
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ate small businessmen. He sold them on the 
High Street. And he touted his achievement 
with television advertising. All quite normal 
in America, but revolutionary in much 
staider Britain. In the first half of 1988 
Amstrad enjoyed a fifth of the British per- 
sonal-computer market. The company's 
profit margins were about double those of 
its competitors, and the firm was piling up 
cash in the bank. 

In a speech on entrepreneurship to Lon- 
don’s City University, Mr Sugar attributed 
that success to his firm’s willingness to take 


risks. He said 


If some outsiders saw the risks that we take in 
engineering a new product, they would have 
kittens, but frankly there is no risk. Like all 
things in science it either works or it does not. If 
it works, we are months ahead. If it does not 
work, we are in the same boat as the 
conventionalists. 


Unfortunately Mr Sugar’s next product did 
not work, and it is the conventionalists who 
are now looking smug. The pc2000 range, 
launched in the autumn of 1988, was meant 
to take Amstrad up-market into competi- 
tion with the likes of ipM and Compaq for 
the high-volume, high-margin accounts of 
big businesses. But an Amstrad-designed 
chip caused problems with the hard-disk 
drives on a few of the most advanced models 
in the range. In April 1989 production was 
halted temporarily. 

Amstrad's cash pile has been largely eat- 
en up by unsold inventory. In the first half 
of 1988 its share of the British personal- 










computer market fell to about 16%, accord- ~ 
ing to Romtec, a market-research firm. Its — 
share price has plummeted. And competi- 
tors are preparing to take advantage of the - 
dent in Amstrad’s reputation to sell iBM- 
compatible computers of their own—among 
them Amstrad's former West German dis- — 
tributor, Schneider. 

To recover, Mr Sugar must first try to 
restore Amstrad’s damaged reputation for 
reliability. He has already begun. Though 
only a few of the Pc2000 disk-controller chips 
were faulty, all are being replaced. What the 
firm needs most are the boring virtues: after- 
sales service, an easy path for customers to 
upgrade to higher-power machines 
above all, reliability. 

Perhaps the most painful adjustment for 
Amstrad may be that which must come in 
the chairman’s personal style. Risk-taking is 
nota thrill easily given up. But even success- | 
ful risk-taking could hurt Amstrad if it gives 
the firm a reputation for flamboyance and. 
unpredictability. For Mr Sugar, it is time to 
change from Superman back into Clark 
Kent. For a while, at least. 

a 





Laptop computers 
Sitting pretty 


TOKYO 


FIERCE competitive battle is shaping 

up for space on businessmen's 
With sales of laptop computers growing sev- 
eral times faster than those of desktop ma- 
chines or clunkier, suitcase-sized transport- 
able computers, the three market leaders— — 
Japan's Toshiba and NEC, and America’s Ze- | 
nith—are hustling out new, lighter, faster 
models. Meanwhile others are jumping into — 
the market, from heavyweights such as IBM. 
and Compag to Silicon Valley start-ups. 

Zenith has just started shipping a new — 
model called the MinisPort. It does every- ` 
thing a normal iBM-compatible computer 
does, but weighs under six pounds, and is 
about the size of a thickish A4 notebook. Ze- E 
nith is rather proud of it, partly because it — 
reckons the machine is better and cheaper j 
than NEC's rival lightweight. But both Ze- — 
nith and NEC could get a nasty shock from a — 
product called "Dynabook" developed by 
Toshiba and so far sold only in Japan. 1 

Toshiba’s “Dynabook” is faster and 
about a third cheaper than Zenith’s $2,000 
MinisPort. Better, it uses standard-sized 31⁄2- ' 
inch diskettes. So its data can be plugged - 
straight into many desktop computers, | 
while the Zenith and NEC machines use non- 
standard disks to save power. Toshiba hopes — 
to sell 90,000 of its new model in Japan 
alone in 1989, and in 1990 it forecasts Japa- | 
nese sales of 200,000. Zenith’s expectations 
are lower. So if Toshiba meets its forecasts, | 
it should expand what in 1988 was only a 
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Another firm with heavyweight ambi- European television 





— narrow lead over Zenith in the world laptop 
—— league table (235,000 machines sold versus 


x 


t; 
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Zenith’s 227,000). 

Unfortunately for Toshiba, the com- 
pany does not know when it will be able to 
introduce its pride and joy into America. It 
cannot export from Japan, because America 

_is punishing Toshiba for selling "strategic" 
technology to the Russians. And it will take 
some time to tool up its American plant. 
The firm can guarantee an American launch 
only by the end of 1990. By that time compe- 
tition for laptops will be even fiercer. 

One competitor that Toshiba will cer- 
tainly need to pay attention to, if only be- 
cause of its name, is a Silicon Valley start-up 


— also called Dynabook. This company— 


Le. 


whose founders include a co-founder of suc- 
cess-story Sun Microsystems and a co-devel- 
oper of 1BM’s PC—is launching its own light, 
stylish laptop. Like Toshiba, it borrowed the 
name Dynabook from Mr Alan Kay, a com- 
puter pioneer who coined the term to de- 
scribe his dream computer. Unlike Toshiba, 
Dynabook has American rights to the name 
(but not Japanese rights). 





NE of the world's biggest users of 

laptop computers is also an orga- 
nisation whose productivity many would 
have second thoughts about boosting— 
America's Internal Revenue Service. 
Fortunately for the tax-delinquent, a re- 
cent report by the General Accounting 
Office, America's spending watchdog, 
reports that 18,000 laptop computers— 
$36m-worth—have done little for the av- 
erage tax-collector except to broaden his 
computer-carrying shoulder. 

Laptops are not the only computer 
disappointment experienced by the IRS. 
Originally it hoped that, by spending $1 
billion on new computers of all types, it 
could help its tax inspectors to collect as 
much as $43 billion more tax. Though 
the IRS has since cut its estimates of the 
additional tax to be gained to $16 bil- 


tions for lightweight computers is Compaq. 
Its chairman, Mr Ben Rosen, says that the 
firm will put much more effort into laptops 
in future. IBM, which botched its first at- 
tempt at laptops, is getting ready to try 
again, this time at the top of the market. 

Compaq's good name will help it sell to 
many business buyers. But the most innova- 
tive technology is coming from a little- 
known Silicon Valley start-up called Agilis 
which wants to sell computers to workers 
who do not have offices in the first place: 
geologists, aircraft mechanics, surveyors and 
so on. Its machines are portable, waterproof 
and grease-proof. Some have screens on 
which an engineer can sketch with a finger. 
By the end of the year Agilis promises equip- 
ment that will link its machines to other 
computers via radio instead of telephone 
lines or local-area networks. 

Against Silicon Valley inventiveness the 
Japanese are ranging the strengths that 
made them masters of consumer electronics: 
first, cramming more and more power-mi- 
serly equipment into a smaller, cheaper 
package; second, responding quickly to 
demand. 

Other new products are on the way. 
One is a colour screen for laptops: NEC un- 
veiled a laptop with such a screen in July. 
Toshiba and 18M are jointly developing their 
own colour screen. Toshiba, for one, is con- 
fident that laptops will provide it with the 
success that has so far eluded Japanese firms 
in other parts of the personal computer in- 
dustry. Aiming squarely at the mass market 
with its laptops, it hopes to move up from 
eighth to third place in the world microcom- 
puter market within five years. That's a lot 


of laps. 





lion, the General Accounting Office has 
doubts even about that. Meanwhile, the 
IRS's estimates of the costs of its automa- 
tion project have nearly doubled, to $1.8 
billion. 

Laptops have turned out to be pretty 
useless. One big problem is software. 
The original version of the laptop audit- 
ing software came on 18 diskettes, 
among which the hapless taxmen had to 
shuffle. About two-thirds of the auditors 
did not use the software. Though the irs 
has since cut the number of diskettes to 
seven, it has decided to rewrite the whole 
system in a different computer language. 

Meanwhile, none of the office-based 
software which the laptops were meant 
to link into has yet been made to work. 
Overall, the iRS's computer project is six 
years behind schedule. Well-wishers will 
hope some of the tax inspectors at least 
managed to play entertaining computer 
games with their fancy toys. 
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Monte Carlo or 
bust? 


T WAS only a matter of time before some- 
body came up with it: the pan-European 
soap opera. "Monte Carlo" goes into pre- 
production in September. When shooting 
begins in the spring, the actors will speak in 
English; their voices will then be dubbed 
into French, German, Italian and Spanish. 
The plot looks like the usual soapy mixture 
of shoulderpads, serious money and less seri- 
ous sex, with a bit of royalty thrown in (why 
do you think they chose Monte Carlo?). The 
unusual thing is that it is being made by an 

advertising agency. 
EC Television (ECTV), a New York-based 


Real-life soap 


subsidiary of the Interpublic advertising 
group, will produce 260 episodes of "Monte 
Carlo" each year, enough to provide five in- 
stalments each week. The cost—roughly 
$40m—is almost covered by four pre-sale 
agreements to television companies in the 
four biggest European markets—to Gra- 
nada (Britain), Berlusconi (Italy), TDF! 
(France) and Studio Hamburg (West 
Germany). 

“The only way we can lose money is if 
we fail to sell the programme to any more 
markets," says Mr Larry Lamattina, ECTV's 
boss. Some of his rivals in European ad- 
vertising regard this as typical soap banality. 
A few doubt whether “Monte Carlo" will be 
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made at all, let alone prove profitable. The 
project has been around for two years, they 
point out, and it will require lots of spending 
in advance. Only Granada is paying com- 
pletely in cash. The other three are follow- 
ing the American system of telly-bartering 
and paying some of their dues with airtime. 
Mr Lamattina is already out scouting for ad- 
vertising clients to sponsor the programme 
in exchange for a slug of that airtime. 

Whatever the success of "Monte 
Carlo", bartering looks like the way of the 
future in Europe because it answers the Eu- 
ropean television industry's biggest prob- 
lem: a chronic shortage of programmes to 
fill the airtime available (currently 285,000 
hours a year in Europe and growing with 
each new station). There is a special short- 
age of European-produced dramas that can 
compete across borders with America's 
ubiquitous cops-and-robbers shows and 
glitzy soaps. In America bartering already 
ccounts for around $1 billion-worth of 
áirtime a year. 

Until now, game shows have been the 
most successful bartering arena in Europe, 
principally because they are so cheap to 
make. ECTV's first venture was a French ver- 
sion of the "Wheel of Fortune" quiz show, 
which it produced with Unilever: in return 
for putting up the cash, the Anglo-Dutch 
consumer-goods giant got favourable ad- 
vertising rates. Interpublic recently bought a 
47% stake in Fremantle, the world's biggest 
producer of game shows, which owns “Blind 
Date” and “The Price is Right”. 

The British market looks the hardest to 

crack because the independent television 
companies, which are banned from barter- 
ing by the Broadcasting Act, have a monop- 
oly of television advertising. That monopoly 
is being whittled away by deregulation. An- 
other hurdle, supposedly, is emotional: 
some people in British television have made 
snooty remarks about bartering and edito- 
ial independence. Their practice speaks dif- 
‘erently. For example D'Arcy Masius Ben- 
ton & Bowles, a British advertising agency, 
recently arranged transatlantic co-produc- 
tions of "The Pied Piper", financed by Gra- 
nada television and Procter & Gamble, an 
American consumer-goods multinational. 
Part of the money came from bartering in 
America. 

The advertising agencies’ involvement 
is not a novelty, but a revival. In the early 
days of American television many of the 
best-selling shows were produced by agen- 
cies for particular clients—until they were 
superseded by the networks and specialist 
independent producers. Recently Young & 
Rubicam announced that it was returning, 
lured by the high profit that production can 
bring at a time when agency profit margins 
are under threat. The growing European 
market was also a strong incentive. 

Across the Atlantic, Britain's WCRS, 
which owns the biggest media-buying opera- 
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tion in Europe, is planning to move into 
producing television programmes. Mr Mar- 
tin Sorrell’s acquisitive wer Group, which 
now controls both J.Walter Thompson and 
Ogilvy and Mather, is also known to be in- 
terested. But advertising and art are not 
synonymous, no matter what many of the 
chaps in creative advertising say to their sec- 
retaries. If bored, the public will switch off. 
Expect a flurry of bow ties and pink-rimmed 
spectacles into the television production 
business, and thereafter at least a few admen 
sobbing into their gin and tonics. 
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European car imports 


We'll tackle it 
soon, honest 


BRUSSELS 


THE European Commission 

is at last getting ready to tackle 

Europe's heavily protected car 

markets. This is one of the 

hardest problems confronting 

the EEC's grand plan for creat- 
ing a barrier-free internal market by the end 
of 1992. 

Untangling the web of industrial and 
political interests will not be easy. The pre- 
tax price of the same car can differ by up to 
3096 from one member country to another; 
states still insist that vehicles imported from 
other EEC members meet their own national 
technical standards. Although trade policy 
is supposed to be set and run at Community 
level, five countries apply national import 
quotas on Japanese cars. On top of that, 
governments cosset their national carmak- 


















































ers with state subsidies. 

It is little wonder that many industri- 
alists and government officials outside 
EEC consider the commission's car p 
touchstone for the whole 1992 plan. J. 
nese carmakers are hedging their 
Nissan, Toyota and Honda will supply s 
cars from new plants in Britain rather 
exporting from Japan. They are right to 
careful. The conundrum facing the Comm 
nity is how to create a barrier-free 
without letting the Japanese become 
prime beneficiaries. 

The commission is cautiously pushing: 
ahead. Last January it issued new guidelines 
for vetting government subsidies to the car 
industry. All investments which are worth 
over 12m ecus ($13.5m) and include an ele- 
ment of subsidy now need clearance from 
Brussels. This followed a series of recent 
cases where the commission queried 
projects involving state aid for manufactur- 
ers including Daimler-Benz, Peugeot, Re-- 
nault, Fiat, the Rover group and Enasa, a 
Spanish truck maker. West Germany and 
Spain have refused to accept the new guide- 
lines, so the commission has turned its law- | 
yers on them. A 

The commission intends to submit new 
proposals before the end of 1989 for a Com- ^ 
munity-wide system of technical standards - 
to replace existing national ones. Technical 
standards for a car in one country 
then apply throughout the rec. Most of the 
work was done in the 1970s and only three 
technical directives (on tyres, windscreens, 
and weights and dimensions) still require - 
approval. These were vetoed by France at 
the time, but EEC voting rules have changed — 
as part of the preparation for 1992, so a ma- — 
jority vote will now be enough to turn the — 
remaining directives into law. id 

France, Italy and Spain re- 
main the countries most likely - 
to argue that such changes - 
would open the door wide to 
Japanese imports. They accept : 
that national import restric- - 
tions must go by the end ol 
1992, but they want them 
placed by a Community quota 
system (preferably with a tiny - 
quota). The commission is di- 
vided. Liberals such as the in- 
dustry commissioner, Mr 
tin Bangemann, want quotas 
to disappear altogether after a 
temporary period in which the 
Japanese "monitor" their ex- 
ports to avoid any surge in 
shipments. Others, including - 
the commission's president, - 
Mr Jacques Delors, want fixed 
import levels throughout Eu- i 
rope after 1992. The commis- ` 
sion is due to draw up its strat- 
egy in the autumn. y 
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Strong growth 
and well positioned for 
further investment 


"The Group is in a strong financial position with sufficient 
available resources to continue the development of its existing 
business as well as to take advantage of new investment 5 
opportunities." 


Li Ka-shing 
Chairman 


Highlights of Interim Results 


-for the year ending 31st December, 1989 
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 Turnoverup 7 96to 


Profit before extraordinary 
items up — 496 to 


PROFIT ATTRIBUTABLE TO 
THE SHAREHOLDERS UP 123% TO 


Earnings per share before 
extraordinary items up — 496 to 


Earnings per share after 
extraordinary items up 123% to 


Dividend up 23% to 


Hutchison Whampoa Limited 
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Wedding bells for Japan's 


big banks 


HANDFUL of Japan's 13 huge city (ie, 
national commercial) banks have long 
competed in a banking superleague of their 
own: Sumitomo, Mitsubishi, Sanwa, Fuji 
and the biggest of them all, Dai-Ichi Kangyo. 
Now two smaller banks want to join. On 
"August 29th Mitsui and Taiyo Kobe, ranked 
enth and eighth by assets among Japan's 
... y banks, announced plans to merge. If the 
deal goes through, Mitsui Taiyo Kobe Bank, 
as it will be known from next April, will be- 
come the second-largest bank in Japan (and 
thus in the world) in terms of assets. It will 
have some Y39.7 trillion ($277 billion), only 
just below Dai-Ichi Kangyo's ¥41.2 trillion. 
This will be Japan’s first big banking 
merger since the Taiyo and Kobe banks 
merged in 1973. Given Japan's herd-like 
‘habits, it may presage more to come—but 
they will come at an awkward moment. 
Mitsui and -Taiyo Kobe should be wary of 
supposing that largeness will solve the prob- 
lems currently plaguing both banks, espe- 
cially Mitsui. 
v sU The main problem is that hard times lie 





mey. The competition for private 


savings in Japan gets rougher by the day as 
insurance companies, securities firms and 
an increasingly determined Post Office all 
woo customers. They display attractive new 
savings products that carry, by banking 
standards, shockingly high interest rates. 
Banks’ fund-raising costs have rocketed. 

In the eyes of many bankers, deregula- 
tion has only just begun. Within the next 18 
months or so, the Ministry of Finance is 
likely to bring some form of universal bank- 
ing to Japan as a way of breaking down the 
already crumbling barriers that separate 
commercial from investment banking. For 
the smaller city banks, that will probably 
mean heavy investment in dealing rooms, 
computers and settlement systems in order 
to trade in corporate securities. 

Under pressure from below by the 
larger of the regional banks (such as the 
Bank of Yokohama, Chiba Bank and 
Hokuriku Bank, which have an arm-lock on 
local business and savings) and from above 
by the big five super-banks, Japan’s lower- 
ranking city banks feel they have nowhere to 
go but to each other. For further mergers, 
pundits are already sizing up Tokai Bank, 
Daiwa Bank and, above all, the sophisti- 
cated but third-world-debt-burdened Bank 
of Tokyo. 






government bonds collapse, from 
¥21.7 billion in 1987 to.a loss of ¥5.7 b: 
in 1988, with hardly any prospect of im 
provement this year. Mitsui has had lit 
else going for it over the past few years, so 
has relied heavily upon bonds. ; 
With deregulation in Japan’s wholesale 
and retail banking markets gathering pac 
last year was a tough one for all 13 of Japan's 
city banks. Even so, Sumitomo, Mitsubishi, 
Saitama and the energetic little Hokkaid 
Takushoku all managed to increase operat- 
ing profits. Sumitomo's operating income 
leapt by 55%. Mitsui was able to turn in re- 
spectable results last year only by selling off 
loads of shares it had been holding in i 
main corporate clients. Mitsui was ni 
alone. Between them, Japan's city ban 
misleadingly reported a record Y1.2 trilli 
post-tax profit last year, up 3596 on the ye 
before. But more than a third of that profit 
came from sales of "hidden assets”. 
Mitsui Bank, founded in 1876 but wit 
its roots in the early seventeenth century, is 
Japan's oldest commercial bank. It was the 
nucleus of the vast Mitsui shipbuilding and 
trading empire that was ripped apart at the 
insistence of the Americans after the seco: 
world war and informally put back togeth: 
thereafter. Mitsui Bank's biggest problem is 
that (like the group to which it belongs) i 
has been living off its past glory. Mitsui's 




























































































ional contacts in the world of corporate 
nce and foreign exchange have left it 
erweight and short of breath in an age 
hen commercial banks are having to be 
fleet of foot and on friendly terms with 
mallish local firms and private customers. 
-> Mitsui Bank has seen its woes grow pro- 
gressively worse over the past eighteen 
onths. In the latest financial year Mitsui's 
“venues were up by 20%, but its operating 
profit plunged by 3896. That is one reason 
why, by March, the bank's president, Mr 
enichi Suematsu, was in secret talks with 
he board of Taiyo Kobe . He hopes he has 
und a partner that can supply the retail 
lout and the small-company contacts that 
Aitsui lacked. The delicate negotiations 
ere meant to stay secret. But they surfaced 
‘on August 28th in Japan's main financial 
daily, Nihon Keizai Shimbun, thus forcing 
the two to announce their wedding plans. 
Mitsui officials are putting a brave face 
on the deal with Taiyo Kobe, calling it a 
verger of equals. For the sake of politeness, 
he two banks point to each other's 
strengths and their equal presence in the 
rucial greater Tokyo area, which accounts 
or roughly half of Japan's banking market. 
ehind all the face-saving, though, the deal 
more like a takeover by the smaller bank 
om western Japan. The chairman of the 
ombined bank will be Taiyo Kobe's presi- 
t, Mr Yasuo Matsushita. The new head- 
uarters will be in Taiyo Kobe's main Tokyo 
branch. And the new bank's name in Japa- 








nese (which is what counts) gives prece- 
dence to Taiyo Kobe. After a decent inter- 
val the Mitsui name might even be 
dropped. 

On paper, at least, Taiyo Kobe looks a 
good partner for Mitsui. Though with only 
two-thirds of the old Tokyo bank's revenue, 
Taiyo Kobe is a slicker retail operator. Even 
so, it also saw its operating profit drop dur- 
ing [988, by a more modest 796. Taiyo Kobe 
has more branches than any other commer- 
cial bank in Japan, which is one reason why 
it is far from efficient. Its deposits per 
branch average less than half those of mar- 
ket leaders like Sumitomo or Mitsubishi. 

The two partners will face some basic 
problems. Neither has much strength in the 
Tokyo market, where the 13 city banks say 
they expect to get four-fifths or more of their 
business in future. Both banks have a little 
over 100 branches in the greater Tokyo 
area, but three-quarters of their outlets com- 
pete for the same customers. That will make 
their combined branches more efficient, but 
it will not bring in the new business that is 
needed. And there is also a good deal of 
overlap between the two banks abroad. 
Mitsui has 17 overseas branches, Taiyo 
Kobe 11; in nine overseas centres both 
banks have a branch. 

Even before the merger, the two banks 
looked bloated. After the merger, Mitsui 
Taiyo Kobe will have no fewer than 23,000 
employees. Dai-Ichi Kangyo, considered the 
least efficient of the big five city banks partly 


because of its own creation by merger it 
1971, has only 19,000 on its payroll 
Sumitomo has just 16,600, despite haviny 
digested Heiwa Sogo Bank, a small bust mu 
tual, in 1986. Some 68 directors will squeez 
around the table at Mitsui Taiyo Kobe. 

On current performance, the new num 
ber-two bank would be earning a net ¥5.7n 
for every employee. Mitsubishi Bank cur 
rently earns more than Y11m per employee 
with the rest of the top five not far behind 
To survive in the hurly-burly world of finan 
cial deregulation, Japan's leading bank 
reckon they will need to be earning mon 
like ¥12m-14m per employee. 

Before they can shed the fat, manager: 
from both Mitsui and Taiyo Kobe are going 
to find themselves preoccupied with a rathei 
embarrassing matter. Officials at the Tokyc 
Stock Exchange (TSE) are none too happi 
with the way Taiyo Kobe's share price sho! 
up suspiciously during June and July. Ovei 
that period, some 3.4m of the bank's sh: 
were bought by a brokerage fitm, Shi 
Ishino Securities, which just happens to tx 
an affiliate of Taiyo Kobe. Investigator: 
learnt that, despite a new insider-trading law 
in April, Taiyo Kobe branches actoss the 
country were told by head office to give theii 
best customers the tip. Their findings coulc 
affect just how accommodating the finance 
ministry chooses to be when it decides ir 
November whether, or how, the mergei 
should go ahead. 
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| | See the world, cut the surplus 
| 


; EMEMBER how all the income from 

| AN Japan's vast investments abroad was 

going to make its beastly balance-of-pay- 

| ments surplus last for ever? When the yen 

[| began to rise in 1985, scaremongers said 

|. that, even if Japan imported more manu- 

| factured goods and exported fewer 

| (which, being a rigged economy, it 

| wouldn't), the inflow of interest, profits 

and dividends from direct and portfolio 

| investments abroad would mean that its 

current-account surplus would not fall un- 

til the twenty-first century. Wrong, thanks 

to about 10m supposedly surprising 
reasons. 

The reasons travel around the world in 
bemused groups, lugging cameras and 
duty-free drink. They are Japanese tour- 
ists, who are destroying another myth— 
that the Japanese do not take holidays. 
Since the yen rose against the dollar and 
made everything abroad look cheap, the 
number of Japanese tripping overseas has 
been rising by 20% a year. The Japanese 
still work just as hard, and there is little 
sign of them taking many more holidays. 
But more and more are switching to for- 





eign destinations the trips they always 
took at home. By the by, they are trans- 
forming Japan’s current account. 

In the 1960s and 1970s Japan ran a def- 
icit on trade in services—which includes 
transport, tourism and patent royalties, as 
well as interest, profits and dividends. It 
did this while it was building a surplus on 


The tourist trade 
. Quarterly 


account 





its manufactured trade. The services defi- 
cit peaked at $15 billion in 1981 and then 
fell rapidly as investment income began to 
flow. By 1986 the services deficit had 
fallen to $6 billion. Pessimists said it 
would turn into a sizeable surplus. 

Enter (or, rather, exit) the tourists. In 
1986 Japanese travellers spent $5.6 billion 
more abroad than foreigners did in Japan. 
That tourism deficit had risen to $15.7 bil- 
lion by last year; in the first half of 1989 it | 
has already reached $9 billion. Together | 
with an increasing use of foreign ships by | 

| 
| 


Japanese traders and a rise in official 
transfers abroad, that has more than out- 
weighed Japan’s net investment income 
(see chart), Even though that totalled $21 
billion in 1988, Japan’s deficit on services 
rose to $11 billion last year; this year it is 
forecast to total $16 billion, perhaps 
more. 

That is why, although Japan’s trade 
surplus has remained stubbornly high, its 
current-account surplus (which is what . 
matters for international payments imbal- 
ances) has fallen from its full-year peak of © 
$87 billion in 1987 to a forecast $70 bil- 
lion this year, a drop. of 20%. Domo 
arigato, and if it’s Tuesday that must be 
the Empire State Building. 
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SHE conundrum puzzling bond trad- 
= ers on the beaches this summer is why 

investors in the world’s government-bond 
markets are accepting uncommonly low 
real rates of return on their holdings of 
long-term government bonds. In a year 
when inflation has been rising around the 
world, at first sight this seems odd. 

Since the start of 1989 America's Trea- 
sury-bond market has sparkled. Long- 
term yields fell from over 9% in January to 
1.896 in July, and are now hovering at 
around 896. All thanks to a sharply falling 
inflation rate? Not a bit of it. Annual in- 
flation rose from 4.296 at the end of 1988 
| to. 596 in July. Bond investors are earning 
Wica real yield on long-dated Treasuries of 
just 2.896, down from 4.8% in January 

and more than 996 in 1985. 

International investors have 
been bullish about the dollar for 
much of this year. So it might be 
argued that foreigners have been 
happy to accept lower-yielding dol- 
lar assets because they expect to 
profit from the currency's apprecia- 
tion. But real returns have also 
fallen on government bonds other 
than America's. 

In Britain long-dated gilt yields 
have, in nominal terms, stayed 
roughly constant this year, while 
the annual inflation rate leapt from 
1.596 in January to a peak of 8.396 
in May. Real yields on long gilts are 

: now less than 196. In Japan infla- 
tion of 396 has eaten into yields of 
just 4.8% on long government 

| bonds, to give a real return of 1.8%, 

" against 6% in 1985. 

Many investors point out that 
[^ each country has its own peculiarities that 
| have led to a distortion of the inflation 











rate (and hence real yields): this year's 
new sales tax in Japan, for instance, or the 
| fact that mortgage payments in Britain are 
| included in the retail-price index. But, as 
| the chart shows, the trend for real rates 
| since 1985-86 has been unmistakably 
| downwards. There are several possible 
explanations. 
| One is that investors are demanding 
| less danget-money against the risk of a 
| fresh burst of 1970s-style inflation. Real 
| yields are measured using expected infla- 
| tion, not current rates. Investors seem to 
| be trusting central banks’ anti-inflation- 
| ary resolve. After their ‘aggressive easing 
| following the October 1987 stockmarket 
ctash, most central banks have tightened 
| monetary policy in order to rein back a 
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3overnment bonds dry up 








. Around the world, real yields on government bonds are falling 
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boisterous world economy, and are only 
now thinking of easing again. Short-term 
rates in the big economies are higher than 
they were 18 months ago—and higher 
than current long-term yields. 

Some see Japanese portfolio invest- 
ment as a big force bidding down real 
yields around the world. As capital floods 
out of Japan (and, to a lesser extent, West 
Germany) as a counterpart to its current- 
account surplus, Japan could also be ex- 
porting its own, lowish real rate of return 
from government bonds. Last year Japa- 
nese investors bought around a net $50 
billion of American Treasuries; this year 








Central government bonds 


outstanding, end 1988 Total: $4.0 trition 





investment is continuing more slowly. 

If Japan gets the taste for more invest- 
ment in overseas government bonds, it 
will have plenty of money with which to 
do so. Since 1986 Japanese insurance 
companies have been allowed to hold 
25% of their portfolios in overseas assets, 
compared to 10% previously. They will 
shortly be allowed to invest up to 30%. 
And, as Japan’s savings system deregu- 
lates, more money will be freed up. Next 
year the Post Office will, in a search for 
higher yields, be allowed to invest over- 
seas much more of the $300 billion of sav- 
ings policies it holds in trust. 

One idea that is gaining currency 
among economists is that, over the next 
three to-five years, more investors will be 
chasing fewer government bonds. In 
1988, says Salomon Brothers, the nominal 


amount of publicly issued debt in tl 
world's 13 biggest bond markets grew by 
only 3.4%, to $5.6 trillion. That was after 
leaping by 27% in both 1986 and:198 

Britain is already ahead of the fiel 
This financial year the Bank of Englanc 
will buy back up to £18 billion ($27 bik 
lion) worth of gilts—not counting the- 
£11.6 billion of bonds that are anyway 
due for redemption. At that pace, Brit- 
ain’s £110 billion of national debt would 
be wiped out well before the turn of the | 
century. As the pool of gilts evaporates, 
investors are readier to pay a premium to 
hold the high-quality paper. And ultra- 
low real yields appear more attractive 
when there is a buyer of first resort—the 
government—to buoy up prices. 

Only five years ago Japan was running : 
a fiscal deficit worth 5% of GDP; now the 
ruling Liberal Democrats are forecasting 
that the budget will be in surplus by 1991; 
Even America’s budget deficit is getting 
more manageable. It has fallen from a` 
record $220 billion in 1985-86 to $155 bil- 
lion in 1988-89. As a proportion of 
GDP, the deficit has fallen from a 
peak of 6.3% to around 3% today. 

Mr Edward Yardeni, chief econ- 
omist at Prudential-Bache Securi- 
ties in New York, uses demograph- 
ics to back the bond-shrinkers’ 
arguments. He reckons that demo- 
graphic changes already underway 
will hugely boost America’s sav- 
ings, reduce the need for foreign | 
capital to finance America’s twin ` 
deficits and help to lower interest - 
rates on the nation’s ever-shrinking: 
debt. 

Mr Yardeni's thesis is that, as 
today's yuppies are transformed 
into tomorrow's wrinklies, the 
bulge of 75m Americans born be- 
tween 1946 and 1964 will start to 
save more. Already, the personal 
savings rate has revived from an an- 
nual 3.296 in 1987 to 5.4% today. Mr 
Yardeni predicts that personal savings will 
double over the next three years. That 
saving, he says, will feed a low-inflation in- 
vestment boom in America and abroad: 
Treasury-bond yields will fall to nearly 
696, stockmarkets will soar. 

Bond investors know that a lot can | 
happen to upset these rosy forecasts. For a 
start, America is piling up a stack of off 
budget liabilities (such as a $100 billion- 
plus plan to rescue the country’s bust” 
thrifts) which will need to be financed. 
Moreover, a recession would scupper gov- 
ernments’ debt-reducing plans. Already, 
both Britain’s and Japan’s socialist oppo- 
sitions have vowed to spend more should |} 
they come to power. Then, investors | 
would be sniffer about the returns they ^ 
are prepared to earn. 
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Chile 

A long-term 
investment 


















IAGO 
n 
JD ECAUSE of its rather un-Latin Ameri- 
ES can image, Chile's tiny stockmarket is 
attracting some foreign interest. Chile has 
never missed an interest payment on its 
(shrinking) foreign debt and its economy 
has grown at a steady 5% for the past five 
ars. This reliability is prompting Salomon 
ers, a New York investment bank, to 
offer shares in a Chile Fund on the New 
York Stock Exchange. Salomon has permis- 
sion from the Chilean authorities to invest 
up to $200m in the country’s equities, 
= Other banks have less ambitious ven- 
tures already running. Britain's Midland 
Bank and its Chilean stockbroking partner, 
Inverchile, have a Bahamas-based fund for 
$5m and plan another. Citicorp is working 
on a couple of $4m-5m offshore private 
placements. Security Pacific, a Californian 
, manages several similar-sized funds 
private investors from Britain, Singapore 
d California. All three fund managers 
ve seats on the Santiago stock exchange, 
ind are used to its ways. 
Their funds are all direct investments, 
registered under Chile's foreign-investment 
law, which allows profit remittances after 
three months and capital repatriation after 
three years. There is another variant on of- 
fer: shares in investment funds which can be 
bought through the central bank's debt 
programme for foreign investors, 
n as Chapter 19. The catch is the re- 
ion on sending profit and capital back 
me. Dividends have to be reinvested for 
x years and capital cannot be repatriated 
until the fund is compulsorily wound up af- 
ter 12 years. ' 
. Thisconversion programme (and a simi- 
lar scheme which allows Chileans to use 
money from foreign bank accounts to buy 
Chilean debt at a discount and swap it for 
pesos) has already whittled Chile's commer- 
cial bank debt from $15.3 billion in 1985 to 
- $6.3 billion by mid-1989. Three big Ameri- 
«an banks (Manufacturers Hanover, 
Citicorp and Chase Manhattan), Midland 
and an assorted bunch of Japanese banks 
now hold half the swappable paper. 
The banks are now rushing to set up 
. more stockmarket (or Chapter 19) funds be- 
fore the presidential and congressional elec- 
- tions—the first for 20 years—due in Decem- 
— ber. Midland has already set up one 
stockmarket investment fund, for $30m, 
with four other partners, all banks. It is now 
. working on its second, for $60m, with an- 
_ other three banks. Citicorp is looking for 
the minimum of three partners it needs for a 
E $30m fund. Chase Manhattan has an- 
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nounced a $100m venture and Bankers 
Trust talks of running a fifth, for $50m. 

The attraction for creditors is that the 
funds can produce income immediately. 
Other Chapter 19 investments in new 
projects, such as mines or companies, take 
longer to evaluate and check. The banks are 
scampering to get their schemes approved 
because they reckon that the military re- 
gime’s colourless candidate, Mr Hernan 
Buchi (its former finance minister), will lose 
in December. An opposition government, 
headed by a Christian Democrat, Mr 
Patricio Aylwin, would almost certainly 
mean a halt in the stockmarket scheme 
when a new government takes over next 
March. 

This splurge of foreign investment suits 
the present government, which wants to de- 
velop the local capital market. Replacing the 
state pension system with private pension 
funds, obligatory for everyone except the 


military, has provided institutional inves- 
tors with clout. They now control funds 
worth $4 billion, just under 20% of cpp. 

Yet the market remains tiny, with a cap- 
italisation of $6.6 billion. Nearly a quarter of 
that has been added in the past three years 
following the privatisation of 20-odd state 
companies. But most of what can be sold off 
by the state has been. 

The price-arnings ratio, hovering 
around five, means that raising equity capi- 
tal is expensive for private companies. They 
will not issue shares until their share prices 
are closer to ten times earnings. 

That is some way off. Prices have actu- 
ally been falling in the past couple of 
months, as both speculators and institu- 
tional investors switched into Treasury 
bonds and other government securities: 
these are reckoned to be safer in a period of 
political uncertainty. They also offer high 
interest rates. Longer term, with more 








NEW YORK 


E HUBRIS about to catch up with 
Henry Kravis? Two weeks after his 
wife, Carolyne Roehm, a dress designer, 
was featured on the cover of Fortune 
magazine in a peculiar story about chief 
executives’ second wives, Mr Kravis and 
his other partner, Mr George Roberts, 
face the embarrassment of a lawsuit filed 
against them by their mentor and former 
partner, 63-year-old Mr Jerome 
Kohlberg. If left unsettled, the lawsuit 
could blow open the strict privacy which 
has surrounded the financial affairs of 
Kohlberg Kravis Roberts (KKR), the 
world's largest and most successful lever- 
aged buy-out firm. 

KKR was set up in 1976 when the three 
founding partners left an investment 








Jerome K: retiring but no longer shy 





Three men in a suit 
























bank, Bear Stearns. Mr Kohlberg subse- 
quently resigned in 1987 citing "philo- 
sophical differences" with his partners, 
both 19 years his junior. The lawsuit 
makes clear that Mr Kohlberg retained a 
partnership interest in KKR and the right 
to own stakes in all the companies which 
the partnership acquired before 1987, as 
well as the right to take equity stakes in 
future KKR deals until 1995. So far, KKR 
has done 35 deals. 

Mr Kohlberg claims that Mr Kravis 
and Mr Roberts used refinancings to re- 
duce his equity stakes in four companies, 
where he held between 2696 and 3796, to 
a standard 17.6%. He argues this was in 
breach of his departure agreement. 

The KKR view is that Mr Kohlberg has 
his facts and interpretation of that agree- 
ment plain wrong and that the irony of 
his suit is that, if successful, it would fur- 
ther increase the wealth of the already su- 
per-rich Mr Kravis and Mr Roberts, who 
would also have their equity stakes in- 
creased. The KKR line is that the equity 
stakes were reduced to give more equity 
(and so incentive) to KKR's staff of 19 fi- 
nancial professionals. 

Whatever the legal merits of the law- 
suit, it is noteworthy that Mr Kohlberg is 
the most publicity-shy of the three. Odd, 
then, that he could not resolve the dis- 
pute with the former partners in private. 
In a terse statement released on August 
29th, Mr Kohlberg said he took the step 
with “extreme reluctance”, adding that 
he kept his word and strived to maintain 
the highest fiduciary standards and ex- 
pected “the same of others”, 
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funds and from local pension funds, which 
have recently been allowed to invest in a 
wider range of shares, prices should be 
chased up. That in turn should prompt com- 
panies to put more shares on the market. 
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Junk bonds 


Last resorts 


NEW YORK 


OMETHING is out of whack in Ameri- 
ca's financial markets. But what? Driven 
by takeovers and buy-outs, the Dow 
Jones industrial average is setting new 
records as investors rediscover the 
confidence they lost in the October 
1987 stockmarket crash. Spirits are 
alive again. On August 29th the share 
price of American Airlines’ parent 
company, AMR, soared by almost 
%—merely on rumours that the 
line had retained banks to prepare 
an anti-takeover defence. 

Such early signs of stockmarket 
euphoria are a sharp contrast to the 
gloom of the $200 billion junk-bond 
market. One measure is the spread of 
junk-bond yields, as tracked by the 
Donaldson, Lufkin & Jenrette active- 
issues index, over equivalent Trea- 
sury bonds. Wider generally means 
gloomier. That spread is currently at 
an all-time high of 540 basis points. 

The contrasting mood in the two 
markets is odd. Junk bonds are a 
brand of quasi-equity in the sense 
that, unlike conventional bonds, they 
are less a bet on interest rates than on 
a given company's earning power, 
and in particular on its ability to meet inter- 
est payments out of its cash flow. Sadly for 
junk investors, increasing numbers of 
American companies are having problems 

aking such payments. 

The latest casualty came on August 28th 
when Resorts International, based in Atlan- 
tic City, announced it was stopping paying 
interest on $925m of secured and unsecured 
notes, including $325m-worth of junk 
bonds sold by Drexel Burnham Lambert, 
the leading junk investment bank, last No- 
vember. This was the latest in a series of 
Drexel-underwritten issues to turn sour. 

In Resorts’s case, the problem is a sim- 
ple one: Mr Merv Griffin, a former chat- 
show host, paid too much when he bought 
the casino from Mr Donald Trump, a prop- 
erty man, last November. Even so, the set- 
back has not helped Drexel’s image. The 
bank recently pleaded guilty to financial 
skulduggery; its former junk-bond supremo, 
Mr Michael Milken, is awaiting trial for nu- 
merous securities offences. Though Drexel 
still has a share of nearly 50% of the junk 
new-issue market, it can no longer raise capi- 
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tal for borrowers, however broke, simply by 
getting Mr Milken to make a few well chosen 
phone calls. 

Stretched Drexel borrowers are finding 
that they can no longer refinance their debt 
as easily as they once could. Early in August 
a Drexel attempt to restructure one of its cli- 
ents, Integrated Resources, collapsed. Inte- 
grated made its name as the prime seller of 
syndicated property partnerships, a form of 
investment that America’s 1986 tax-reform 
rendered all but redundant. It failed to move 
successfully into new areas of business. In 
April Integrated was featured at Drexel's an- 
nual junk-bond conference in Beverly Hills 


My cash flow’s hurting, darling 


as a successful example of junk-bond financ- 
ing. In June Integrated stunned the markets 
by announcing that it would default on $1.5 
billion of bonds and commercial paper out- 
standing. Drexel had underwritten $798m 





of the bande 


Before this shock, Integrated's bonds, 


were not even rated as junk. They merited a 
BBB-minus, the lowest investment grade, 
from Standard & Poor's, a rating agency. 
The paper now sells for as little as 14 cents 
on the dollar. Another blow to the 
Milkenless Drexel was the collapse of 
Southmark, a Dallas-based supermarket 
chain which in July filed for bankruptcy pro- 
tection. A long-term client of the invest- 
ment bank, Southmark had issued $757m of 
junk bonds underwritten by Drexel. 

The junk market foresees more prob- 
lems to come—hence those wide spreads. Is- 
sues on most investors’ watch-lists are 
those in industries that are slowing 
down, such as retailing, house-build- 
ing and savings and loan associations 
(thrifts). And there is a greater reluc- 
tance to commit new capital. On Au- 
gust llth First Boston, another in- 
vestment bank, had to cancel a 
$475m junk-bond sale by Ohio Mat- 
tress, America’s largest maker of con- 
ventional bedding and therefore 
viewed by investors as suspiciously 
dependent on the fortunes of the 
housing industry. The bonds, due to 
yield 15%, were meant to pay off 
short-term loans used to finance a le- 
veraged buy-out of the company 
made earlier this year. 

This refusal by investors to step 
up to the plate is a relatively rare 
event in the junk-bond market. Usu- 
ally, investment bankers can devise 
gimmicks—such as zero-coupon pay- 
in-kind extras—to lure them in. It is 
puzzling that creditors should be- 
come so shy. One reason for the 
stockmarket rally this year is the sense 
that companies’ equity values should more 
fully reflect their takeover value. Remove 
the junk-bond market, and you have lost a 
useful source of takeover financing. So 
which market is wrong? 

E 





The CFTC in Britain 


Future tense 


HOUGH it has its hands full cleaning 

up the fraudulent mess in Chicago’s fu- 
tures pits, the Commodity Futures Trading 
Commission (CFTC), America’s futures-and- 
options industry regulator, still seems deter- 
mined to police part of the City of London's 
securities business as well. British firms, 
backed by their self-regulatory organisation, 
the Association of Futures Brokers and 
Dealers (AFBD), are fighting to keep the 
CFTC off their patch. 

Both sides have fallen out over the regu- 
lation of futures contracts sold to American 
clients by City firms, especially those on the 


London Metal Exchange (LME), the world's 
largest forward market for base metals. 
American clients account for 1696 of the ex- 
change's total business. According to the 
CFTC's Part 30 rules, these deals must be reg- 
ulated by the commission unless the foreign 
brokers involved are governed by "equiva- 
lent" rules. LME traders reckon they are, but 
the commission is not so sure. 

At issue is the CFTC's insistence on seg- 
regation of customers' accounts. Segrega- 
tion—where a broker keeps a client's cash 
in a separate account—is required by law in 
American futures markets. In Britain, Lon- 
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id: che London International Fi- 
cial Futures Exchange follow the 
erican practice. Almost all inves- 
t5. on the LME have unsegregated 
unts. 
_ The reason for this, says the LME, 
dts unique clearing system. Inves- 
TS on most futures exchanges put 
ash (or similar) margins through 
Okers with a clearing house as col 
ral for their futures positions. 
margins are then altered daily 
reflect. market movements. The 
hough, is not cash-cleared. (In- 
ntil 1986, it had no clearing 
:at.all) Instead, accounts are 
ed only when contracts expire. 
ever the market moves against 
stors, the exchange’s 38 clearing 
ibers can call on bank guarantees 
er than get customers to put up 
a cash. 
This means that investors, who often 
put up no margins at all, are happy to 
e cash in unsegregated accounts. The 
though, reckons these are too risky. 
May 15th it issued an exemption order 
h gave British firms acting on behalf of 
rican clients 120 days to comply with 
tules—including the one on segrega- 
This provoked a storm of protest, espe- 

































































cially from conspiracy theorists on the LME 
who claim that the commission is in the 
pocket of American firms losing business to 
savvier British ones. 

Rather than risk a showdown, the com- 
mission on August 29th extended the dead- 
line—by another 60 days—for LME mem- 
bers to comply. (Traders in other markets 
still have to meet the original September 
15th deadline.) This delay gives the CFTC 


more time to consider an AFBD pro 
posal put forward in June. It suggests 
that accounts of American trade cli- 
ents should be exempt from segrega- 
tion providing they are given a 
"health warning" outlining the con- 
sequences of non-segregation. Private 
clients’ accounts—a tiny number— 
are already segregated under British 
law. 

If a compromise cannot be 
reached, LME members fear the worst. 
"We are in danger of becoming the 
51st state of the Union," says Mr 
Keith Gaunt, the managing director 
of Amalgamated Metal Trading and 
one of the CFTC's most vocal critics. 
Mr Gaunt has a point. This spat in a 
little-known corner of London's fe 
nancial markets may set a serious 
precedent. If the commission is al- 
lowed to dictate to British brokers on 
thé segregation issue, then where does a for- 
eign regulator's bailiwick end? 

France has already told the crre to clea, 
off. The British government should follow 
suit; so far, only the AFBD has put up a fight. 
Back in Washington, some of the LME's big 
American customers are saying the same 
thing. The commission should take the hint. 
After all, London's financial markets al- 
ready have more regulators than they need. 












































nmodity swaps 
risky business 


inancial swaps have grown into a 
aps set to follow? 


ANKERS are in danger of becoming 
tisk-addicts. After building up interest- 
ate and currency swaps from virtually noth- 
t the turn of the decade, banks are turn- 
ig their attention to other, ostensibly non- 
jal,.risks. Their newest and most 
sionate interest is in commodity swaps. 
Janks claim that their involvement in 
mmodities business is a natural exten- 
on of their earlier forays into financial en- 
eering. As engineers, banks see their role 
elping their customers to eliminate risks 
jat could upset their businesses. The easi- 
t risks for the banks to deal with were the 
nancial ones, such as fluctuations in inter- 
rates and currencies. Now they are trying 
treat other risks, such as changes in com- 
modity prices, with the same techniques. 
. The simplest commodity swaps allow 
d-users to fix the price of their supply, and 
ippliers to fix their incomes. Although 
"users have a need for the commodity, 
they are often just as happy to treat the 
ansaction as a paper (or financial) deal. 
. . Take the holiday business. The biggest 
isk that a package-holiday operator or char- 
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$1.5 trillion market. Are commodity 


tet airline faces is that its costs rise unexpect- 
edly. And its biggest variable cost is jet fuel. 
Over the past year the price of jet fuel has 
fluctuated between $120 and $200 a tonne. 
Since these companies are running on tiny 
profit margins, any sharp adverse move- 
ment in the price of fuel could wipe out their 
profits for the year. 

Hedging this risk is more easily defined 
than done, since there is no futures market 
in the fuel. Some companies take the risk of 
hedging their jet-fuel exposures with crude 
oil: quite a risk, since the two prices do not 
move in tandem. And another drawback to 
using oil futures is that the most easily 
traded part of the market is the "near 
months’’—-the futures contracts closest to 
maturity. At the moment, all of these con- 
tracts mature before Christmas. That is of 
little use to tour companies which want to 
hedge next summer's risks before they start 
selling holidays this autumn. 

So far, most banks have not yet started 
to run positions in commodities in the same 
way as they take positions in foreign ex- 
change or on interest rates. Investment 
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banks, such as Britain's Midland Montagu, 
tend to act as agents for the tour companies 
in finding firms willing to sell the companies 
the insurance they seek. These insurers tend 
to be specialist oil traders such as Phibro En- 
ergy, part of Salomon Brothers, a New York 
investment bank, or British Petroleum's 
trading operation. Since they trade the 
whole gamut of oil products, such firms can 
hedge their positions more efficiently and ef- 
fectively than can the tour operators. 

The banks’ cautious attitude is likely t^- 
change. Broking is only mildly lucrative; o! 
average, banks earn à commission of be- 
tween 0.5% and 1% on the business they 
place. Running positions and hedging them 
can earn the banks twice as much. 

More banks will start to use their own 
money to back their deals following a deci- 
sion by America’s Commodity Futures 
Trading Commission on July 17th not to 
regulate American commercial banks’ swaps 
and options businesses. Already, the bank 
established longest in commodity swaps, 
Chase Manhattan, acts as a principal. Al- 
though some American states still have rules 
that curb American banks’ ability to trade 
commodities, most banks with pretensions 
in swaps and options—such as Continen- 
tal—want to get into the commodity-swaps 
market. 

The bulk of the commodity-swaps busi- 
ness is in crude oil and its derivatives such as 
jet fuel and bunker fuel-oil (burnt by ships). 




























Interim Results 


1989 1988 1988 
HALF YEAR HALF YEAR FULL YEAR 





Profit before taxation £85.4m £81.7m £198.9m 
Earnings per ordinary share 21.4p 23.8p 55.7p 
Dividends per ordinary share 9.0p 7.5p 18.0p 


Sound progress against abnormally high 1988 half year profits. 


Strong growth in underlying businesses with 
trading profits up 22% in continuing businesses excluding profits from 
recent acquisitions and from land sales. 


Extraordinary profits of £104 million on disposals. 


Interim dividend increased 20%. 


The results for the year 1988 are an abridged version of the full accounts which received an unqualified report 
by the auditors and have been filed with the Registrar of Companies, The half year figures are unaudited. 


A copy of the full announcement which is being sent to all shareholders is available 
from the Secretary: Pearson ple, Millbank Tower, London SWIP 402. Telephone: 01-828 9020. 
f 29th April 1989. 
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Traders reckon that around 8m 
tonnes of oil and its derivatives 
(worth around $1.7 billion) have 
been swapped so far this year. Apart 
from the black stuff, the main com- 
modities that have been swapped are 
copper, aluminium, nickel, zinc, ce- 
ment and pulp. 

Many commodity traders would 
welcome banks into their market. 
There is often a big discrepancy be- 
tween the creditworthiness of people 
who want insurance and those who 
are selling it. BP, which provides in- 
surance, is one of the world's best 
credits; the buyers of its insurance— 
such as Pan Am and several shipping 
companies—are often not. It would 
be simpler for the BPs of this world to 
deal directly with the banks. 

Although most commodity swaps 
have been between companies in 
industralised countries, they could be 
a way for third-world companies and 
countries to obtain cash. Banque 
Paribas, a French bank, recently 
made the biggest-ever copper commodity 
swap (worth $210m) which guaranteed a 
producer, Mexicana de Cobre, a fixed price 
for its copper production for 38 months. 

The company obtained the money up- 
front in the form of a loan from a syndicate 
of five other banks besides Paribas. 





Strike a light 


NEW YORK 





ASTY things can happen when a 

dull but healthy utility company 
ventures into the glamorous but risky 
business of America’s thrifts. In 1986, 
through its holding company, Pinnacle 
West Capital, Arizona Public Service 
(APs), the state's biggest nuclear-power 
utility, bought the state's largest savings 
and loan association, MeraBank. What a 
mistake that proved. 

Pinnacle paid $426m, or twice book 
value, for the thrift which was then pri- 
marily lending to families buying a home. 
Under its new ownership, MeraBank 
went on a property-lending binge—just as 
Arizona's property market went into free 
fall. Like so many others, the thrift is now 
insolvent and threatens the financial 
health of the utility. 

MeraBank's problems have alarmed 
both the Arizona Corporation Commis- 
sion, which oversees the state's utilities, 
and the Federal Home Loan Bank of San 
Francisco, which looks after thrifts in its 
region. In June, the San Francisco federal 
bank had ordered the thrift to boost its 
capital reserves by $180m. That was be- 
fore MeraBank reported a second-quarter 





Let's brighten up a dull thrift 





Chase Manhattan at your service, sir 


Mexicana de Cobre paid 396 over LiBOR, the 
banks’ wholesale lending rate. It used the 
money to refinance more expensive debt; 
other third-world commodity producers 
could easily use the technique to finance the 
development of a new mine, say. The banks 
are to be repaid their interest and principal 


from the proceeds of the sale of 
copper. 

The risks that the copper price 
might fall from its present price of 
$1.35 per pound, or that Mexicana de 
Cobre might not be able to sell its 
copper, were eliminated by a pair of 
deals. One fixed the price and the 
other the user. The long-term user 
was happy to pay the floating price of 
copper (ie, a price relating to the 
prices quoted on the London Metal 
Exchange). This flow of cash went to 
the copper user, who wanted to fix a 
price, and paid for it (and so in effect 
paid Mexicana de Cobre) at a fixed 
rate which the Mexican firm used to 
pay its creditors. 

The main risk that the bank cred- 
itors still have is that Mexicana de 
Cobre somehow fails to deliver the 
copper which it has mined to the 
long-term user. This is where multi- 
lateral agencies, such as the Wo 
Bank or the International Finan 
Corporation could help. They could, 
for a fee, guarantee the lenders against the 
risk that the project goes off the rails. All 
Paribas could do to limit its risks was rope in 
other lenders. They would come more will- 
ingly if there were a World Bank or Interna- 
tional Finance Corporation guarantee. 











loss of $76m. 

The utility regulators are worried that 
Arizonans will have to pay more for elec- 
tricity because of MeraBank's disastrously 
timed foray into property speculation. 
That puts Pinnacle in a legal bind. When 
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it bought MeraBank, Pinnacle signed an 
agreement to "maintain" the bank's re- 
quired regulatory capital. With talk of 
MeraBank's total losses reaching $1 bil- 
lion, as well as tough new capital-adequacy 
requirements under the thrift legislation 
passed by Congress early in August, the 
San Francisco Federal Home Loan Bank 
may demand $500m in capital by the end 
of the year. 

Meanwhile, like many investors who 
bought shares in utilities for their income, 
Pinnacle shareholders have been yelling 
about dividend cuts. Their reduced 
payout in the second quarter may be the 
last dividend they receive for some time. 
Some are lobbying Pinnacle to spin off the 
ailing thrift and to refuse to transfer any 
capital from the utility to MeraBank. 
Shareholders say that the federal govern- 
ment should take the thrift over and tax- 
payers should take the loss using federal 
deposit insurance. 

This is cheeky even by the standards of 
too-big-to-fail America, where nobody 
seems to take a loss before getting the gov- 
ernment to underwrite it. The utility's 
shareholders are on a hiding to nothing. 
Although the taxpayer routinely bails out 
depositors in insolvent financial institu- 
tions, the government still balks at bailing 
out shareholders. 
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SCIENCE AND TECHNOLOGY 


The grand finale 


PASADENA, CALIFORNIA 


N AGE of miracles is passed. As Voy- 
ager 2 left behind the dwindling cres- 
cents of Neptune and its moon, Triton, the 
first phase in man’s exploration of the solar 
system came to an end. Of the eight planets 
that circle the sun along with the earth, 
seven have now been visited by man’s ro- 
bots. The space programme will doubtless 
provide further wonders. But the thrill of 
ng a planet transformed from an un- 
iwable dot in an earth-bound telescope 

to a world in its own right is now over. 

Of all the craft that made this possible, 
none has done more than Voyager 2. It has 
far exceeded the expectations of its design- 
ers at the Jet Propulsion Laboratory in Pasa- 
dena, who run Voyager for NASA. That is 
due to luck, wise design and the ingenuity of 
its taskmasters, who have learnt to make it 
do more and more with less and less—less 
light as it goes farther from the sun, less sig- 
nal coming back to earth, less of the ship's 
equipment working. 

Launched in 1977, Voyager 2—to- 
gether with its twin, Voyager 1—unveiled 
the worlds surrounding the giant planets Ju- 
piter and Saturn. Then it went on alone to 
Uranus, a lesser giant, and finally to Nep- 
tune. Dr Edward Stone, who co-ordinates 
Voyager's scientific work, aptly spoke of 
Neptune as the last movement in a sym- 
nhony, serving to recapitulate and build on 

ier themes. The huge storms in Nep- 
tune’s deep-blue atmosphere invite com- 
parison to the great red spot on Jupiter. The 
eye-shaped maelstroms may be similar in 
structure, as well as appearance, though 
Neptune's spots have a filigree of high cirrus 
cloud above, unlike anything on Jupiter. 

Neptune also has rings. They are not all 
that spectacular compared with the delicate 
threads around Uranus, and nothing like 
Saturn’s magnificent display. But they may 
help to explain how such systems evolve. 
One of them (there seem to be three, plus 
some dust) is the most uneven ring yet dis- 
covered, with thicker arcs strung out along 
it at intervals, and clumps within the arcs. 
As well as rings, there are six new minor 
moons, bringing the total to eight. The in- 
triguing thing about these otherwise-dull 
balls of-ice is that their gravity could, in 
some as-yet-mysterious way, be responsible 
for the structure of the rings. 


THE ECONOMIST SEPTEMBER 2 1989 


Each Voyager encounter has turned up 
something for a press conference to dub 
“the most bizarre object in the solar sys- 
tem”. This time it was Triton, a world 
slightly smaller than the earth’s moon. For 
the first time in the voyage, scientists found 
a world with everything—a surface and an 
atmosphere. The surfaces of the gas giants— 
Jupiter, Saturn, Neptune, Uranus—if sur- 
faces they have, are for ever shrouded by 
cloud. The moons are normally airless, ex- 
cept for lo, around Jupiter, and Titan, which 
orbits Saturn. But lo's tenuous atmosphere 
was not detected by the Voyagers, and Ti- 
tan’s is so messy that its surface will stay hid- 
den until visited by a joint American-Euro- 
pean probe planned for 2003. 

Most of what Voyager found out about 
Triton’s atmosphere came from occultation 
experiments. As the moon Triton moved 
between Voyager and a star, 
the spacecraft could see how 
the starlight faded in the at- 
mosphere. The same was 
done with sunlight and with 
radio signals from the probe 
itself, as Triton crossed its 
line of sight to the array of ra- 
dio dishes (30 in America, 
four in Australia, three in 
Spain and one in Japan) lis- 
tening to its whispered signal. 
Triton's atmosphere turns 
out to be almost as thin as 
Io's—about a hundred-thou- 
sandth of the atmospheric 
pressure on the earth—but 
like Titan's in composition. 
It is made up of nitrogen with 
a little methane; there is a 
faint smoggy haze where 
methane molecules have re- 
acted with each other, 
spurred on by sunlight, to 
form hydrocarbons, which 
may then fall to the surface in 
a thin snow. 

If pictures of Triton had 
been miraculously delivered 
to earth 25 years ago, its long 
straight ridges, tear-shaped 
smears,  melted-chain-mail 
landscapes and inexplicable 
boundaries between terrains 


of different colour and texture would have 
been incomprehensible. To scientists with 
experience of a dozen-odd major moons, 
these phenomena have begun to make sense 
remarkably quickly. Triton is like an end-of- 
term exam, in which the scientists have to 
recognise and explain things they have stud- 
ied before—with a few novelties thrown in 
to keep them on their toes. 

The views of Triton were dominated by 
the ice cap at its south pole, reminiscent of 
the ice caps on Mars. Having been in sun- 
light for some 30 years of springtime, the 
mostly frozen nitrogen—is looking a 
bit ragged. In places it is melting through to 
reveal the moon's crust. In the inner solar 
system, planets have a rock crust. In the 
outer system, the satellites are made of ice. 
Many planetary processes remain similar, 
though, whatever the crust is made of. 

Triton was, at some point in its history, 
awash with volcanism. Flat plains were 
formed by floods of lava from volcanic cal- 
deras; the lava was probably liquid water. 
There are also ridges where ice welled up 
from cracks in the crust, like toothpaste out 
of a split in the tube. This lava was thicker 
than the lava which formed the plains, pos- 
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Bon Voyager 


PASADENA, CALIFORNIA 


pr one of the exploration of 
the outer solar system ended not 
because Voyager 2 ran out of power 
but because it ran out of planets. 
Voyager's useful lifetime after Nep- 
tune could be 20-50 years, depending 
on what it is asked to do. 

The performance of this 800kg ro- 
bot explorer since its launch 12 years 
ago has astonished even the people 
who built it. Like its twin, Voyager 1 
(which was launched a fortnight 
later), Voyager 2 was designed for a 
five-year life, which would have taken 
it only to Saturn in 1981, Uranus in 
1986 and Neptune were clear profit. 

Ad astra per aspera (to the stars, 
with difficulty) would have been a 
good motto for Voyager 2. Within 
weeks of its launch on August 20, 
1977, it suffered the first in a series of 
equipment breakdowns that threat- 
ened the whole mission. Millions of 
miles out of reach, technicians on 
earth had to rely on what could be 
done by remote control through on- 
board computers with what now seem 
feeble memories. The $700 laptop 
computer on which this article was 
written has eight times more memory 
than the multimillion-dollar trio of 
computers that guided Voyager 
across the solar system. 

In the world of high technology, it 
is hardly surprising that a 12-year-old 
machine looks old-fashioned. Far 
more surprising is the small number 
of components that would be re- 
placed if the machine were to be de- 
signed anew. Dr Charles Kohlhase, 
who has been in charge of mission 
planning for the Voyager project 
since the mid-1970s, has a hypotheti- 
cal shopping list of just four items: 
charge-coupled devices to replace vid- 
icons (components of old television 
cameras) in order to take better pic- 
tures; solid-state data storage and 
playback equipment instead of tape 
recorders; solid-state gyroscopes to 
replace old-style spinning gyros; and 
more computer memory (say, one 
megabyte instead of Voyager's 65 
kilobytes). 

More memory would not necessar- 
ily be an unmixed blessing. Accord- 
ing to Parkinson’s Law of space sci- 
ence, the demands of experimenters 
will fill the amount of memory avail- 
able, thus further complicating mis- 
on that are hard enough to begin 
with. 
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sibly because it was mixed with methane 
rather than ammonia. 

To provoke such events Triton would 
have needed a hot core. Yet, because of its 
small size it should have been cold and dead 
for eons. That would be fine if the volcanism 
were ancient; but the lava floods appear to 
be comparatively recent, not more than a 
billion years old. One of the challenges fac- 
ing Voyager's scientists is to explain such re- 
cent volcanism, perhaps by invoking un- 
usual radioactivity in a rocky core, or heat 
generated by tidal forces. 

There is evidence of another type of vol- 
canism, possibly taking place at the mo- 
ment. At first glance, the tear-shaped stains, 
50km long by 20km or so wide, look like the 
work of winds. But Triton’s atmosphere is 
too thin to pick things up and carry them. 
So some way has to be found to spray stuff 
into the air. The mechanism suggested 
makes use of volcanoes, spurting not water 
but nitrogen. 

A purist might quibble about the term 
“volcano”. The idea is that at a certain 
depth under the layers of nitrogen frost, 
some of the frozen nitrogen will melt. Liquid 
nitrogen will then percolate up through 
cracks, as water does in an artesian well on 
earth. It may be encouraged by the spring- 
time warming. When the liquid nitrogen 
gets close to the surface, it boils because of 
the low pressure. The gaseous nitrogen ex- 
pands explosively, throwing particles of ice 
and darker muck high up into the atmo- 
sphere, which spreads the plume out to 
leave the tear-shaped smear. The process 
does not depend on molten crustal material; 
to that extent the explosions are not volca- 
nic. But discovering artesian wells on Triton 
would have sounded less dramatic, and been 
no more accurate. 

As the scientists try to pin down the 
mysteries of Triton, Voyager drifts on into 
the darkness, farther from the sun than any 
of the planets. Experiments studying the 
magnetic fields and thin plasmas of 
space—which revealed the eccentric mag- 
netic field of Neptune, and the tenuous links 
between the planet's radiation belts and Tri- 
ton's atmosphere—will continue to do its 
work for perhaps another 25 years. At some 
point, they should spot the heliopause, the 
permanent shockwave where the wind of 
particles from the sun hits the cold, thin in- 
terstellar medium. 

When it passes that boundary, Voyager 
will have left the solar system in every sense 
that matters. It carries a record of the 
sounds of earth—whalesong, music and 
greetings from, among others, Mr Kurt 
Waldheim—on the off-chance that it should 
meet some spacefaring aliens. If it does, the 
aliens might find it hard to believe that such 
a primitive craft, with a tiny brain, could 
have changed the way a race understands its 


home. But it did. 





Farming inventions 


In search of the 
perfect prune 


DAVIS, CALIFORNIA 





FTER more than a decade on the defen- 
sive, America's agricultural inventors 
are back in business. Stricter immigration 
laws have come to their aid. Under the Im- 
migration Reform and Control Act of 1986, 
which came into full force this summer, 
American farmers are liable to fines or 
imprisonment if they hire Mexican "wet- 
backs" and other illegal migrants to tend or 
pick their crops. A resulting shortage of sea- 
sonal workers has made farmers more inter- 
ested in labour-saving machinery. 

Nobody is more pleased than the Uni- 
versity of California at Davis, a university in 
the Sacramento Valley that was once known 
simply as "the cow college" but is r^ 
world-famous for its agricultural resear 
Dr Henry Studer, head of the university s 
engineering department, says that farm 
mechanisation is peculiarly controversial. 
Practically nobody, he notes, campaigns 
against robotics in the car, shoe or textile 
industries. Yet any machine that promises 
to raise labour productivity on farms is 
opposed. 

The scientists at Davis are not impervi- 
ous to criticism. They are now concentrat- 
ing on inventions that promise to please 
consumers (especially health-conscious 
ones) as well as farmers. Intelligent nozzles 
on the sprayers that drench fruit trees with 
chemicals to protect them against insects, 
fungi and diseases are a case in point. 

Excessive spraying is the problem. The 
over-use of poisons is costly and infuriates 
environmentalists. It also tends to hasten 
the speed at which insects mutate around 
the poison and produce super-offspring re- 
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international markets, The Economist 
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for 165 countries. 
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Reports alert you to changes in the 
business environment and indicate others 
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trasonic device that can tell the difference 
detween a tall tree and small one, a thick or 
in one, and can tell when a tree is missing. 
- The sensor is similar to the sort used in 
meras to measure distance. A signal is 
bleeped off into the orchard, and the time it 
es to return to a receiver indicates how 
way the object is. The signal would, for 
tance, return faster from a tree that has 
spreading branches than a tree with short 
mes; It would also recognise if a tree was 
missing in a row and would stop spraying. 
The computer reacting to these signals 
ould not reduce the pressure of the spray. 
Lower pressure would mean smaller drop- 
ets, which are prone to drift in the wind, 
Sometimes into a litigious neighbour's or- 
ard. Instead, the computer would close 
some nozzles on the sprayer when a tree 
eeded a smaller-than-average dose and 
en extra ones for big trees. 
-Researchers at Davis who are working 
m ways to automate the testing, grading 
and packing of fruit also have an eye on 
oth consumers and farmers. They want to 
et orchards send more tree-ripened (and so 
tastier) fruit to market and to ensure that all 
he fruit in a box is of the same standard and 
ipeness. At the moment most fruit in com- 
ercial orchards is picked green to reduce 
€ risk of it over-ripening before it reaches 
ore. That is why American supermarket 
it is boring. 
Work in progress includes a peach 
with a computer programmed to com- 
e the colour of a peach against the per- 
ect one in its memory, and to grade it ac- 
rdingly. The device ignores pink and red 
hes because these appear on raw as well 
pe peaches. It is being programmed in- 
to look at the background colour of 
each, which is a more reliable guide to 
ripeness. If it can be perfected, the de- 
l give orchards the option of sending 
uit to nearby markets and markets 
tved by air, and sending raw fruit to dis- 
t markets, letting it ripen on the way. 
ork on a multiprocessor imaging Sys- 
n for sorting prunes at high speed—the 
im is 20 prunes a second—is further ahead. 
alifornia produces more than 240,000 
nes of prunes a year, about 70% of world 
production; sorting by hand is notoriously 
inaccurate because of the broad variations 
in the wrinkles and colours on the skin of 
dried fruit. It is also expensive, involving 
er 400,000 man-hours of labour in Cali- 
fornia last year. 
~The prune imager aims to separate 

sound prunes from ones with mould, scabs, 
cracks and exposed pits. When a prune 
moves through the air at the discharge end 
of the feeding belt, its surface is scanned by 
hree line-scan cameras mounted around an 
perture in an illumination chamber. Each 
camera is driven by a multiprocessor that 
looks at the prune, decides what it is seeing 
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o it. Davis's proposed solution is an 


and how to sort it. 
Different fruits and vegetables present 
their own challenges. Tomatoes cannot be 
judged by their skins. Sorting machines for 
them will have to study the internal qualities 
of each tomato, identifying cavities or puffi- 
ness. Growers of avocado pears yearn for a 
sorter that measures the oil content of the 
fruit. Producers of figs and dates want a de- 
vice that measures the moisture content of 
their fruit. Plenty of jobs will go if agricul- 
tural researchers oblige, but all of them are 
monumentally boring. That is why farmers 
find it so hard to get people to do them. 





Spider silk 
Hapunzel's 
nightie 


APUNZEL took years to grow her hair 

into a rope to escape her plight. Spi- 

ders are less beautiful, but luckier: they can 

lower themselves on the fine thread of their 

silken draglines. Spiders produce miles of 

the filament in their brief lives. Can mod- 
ern-day Rapunzels make use of it? 

Spider silk is by far the strongest natural 
fibre. Its ultimate tensile strength—a mea- 
sure of how hard you have to pull it before it 
snaps—is similar to that of the strongest ny- 
lon, or aramid fibres like Kevlar (of which 
bullet-proof vests are made). Now Dr Nicho- 
las Ashley, of PA Technology in Cambridge, 








has found a way to make it on a large scale. 

He does not run'a sweatshop of spiders. 

Instead, Dr Ashley uses E. coli, the intesti- 

“nal bacteria whose willingness to make do 
with other creatures' genes has made them 
the workhorses of biotechnology. Such bac- 
teria are not known for their ability to spin 
webs, so some sophisticated genetic engi- ` 
neering has also been applied. Spider silk is 
made up of proteins, which the spider’s 
genes instruct its spinnerets to make. Differ- 
ent proteins make up each different type of 
silk; the spidér uses various silks for differ- 
ent parts of his web and his cocoon. 

Finding the genetic code for the silk 
proteins is no easy task. It is hidden deep 
somewhere in the spider’s reams of DNA. So 
Dr Ashley’s team has taken the easier course 
of examining the silk itself. A genetic engi- - 
neer's toolbox includes a device, known as a 
sequencer, which chemically snips amino ac- 
ids off the silk protein one at a time and 
sorts out what order they come in. Once this 
order is known, it is a relatively simple t 
to assemble an artificial gene that will ... 
struct a cell to manufacture the right 
protein. 

The bacteria are grown in vats until the 
workforce is large enough; they are then told 
to get cracking. The stimulus that starts up 
the production line may be a chemical trig- 
ger, or a simple rise in temperature. The silk 
is formed in nuggets within the bacteria, © 
These nuggets are collected, and the protein 
dissolved in a solvent. 

To make a fibre, the solvent containing 
the protein is squirted in a fine jet into wa- 
ter. The solvent diffuses away quickly, leav- 
ing a thread of spider silk behind it. Dr Ash- 
ley foresees a variety of applications. The 
fibre can be used as a reinforcement for 
modern composite materials, for example to 
make bullet-proof clothes. But the first uses 
will probably be more conventional and 
prettier. Because of the way it diffracts light, 
spider silk has the same rainbow hues as tr»-- 
ditional silks. Careful tweaking of the g 
netic code can add stiffness or greater 
elasticity—stretching up to three times its 
own length before breaking—to its gteater 
strength. So spider silk can make silken fin- 
ery more practical. 

Dr Ashley’s company is now looking for 
a partner to take the process from the lab- 
oratory to the factory floor. Biotechnology 
makes the production of silk in quantity far 
simpler than more traditional man-made fi- 
bres. The most complex parts of the produc- 
tion plant are the bacteria themselves. 

Chemical laboratories have -been 

around for only a few centuries. Evolution 
has been trying out and developing ad- 
vanced materials for eons. If biotechnology 
can reap the rewards of all that free research 
and development, spider silk may turn out 
to be one among many “natural” 
inventions. 
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Hitler s war 


UTHORS relish anniversa- 
ries, as moths relish light. 
Among many books published to 
mark the 50th anniversary of Nazi 
Germany's attack on Poland that 
triggered off six years of world 
war, a handful deserve notice. 
Richard Overy has written, "with 
Andrew Wheatcroft", THE ROAD 
VAR!, a companion volume to 
„~g television series and an at- 
tempt at revisionist history. In 
eight chapters they review the dip- 
lomatic history of the 1920s and 
1930s from the angle of eight dif- 
ferent powers in turn, all but the 
first of them then classed as 
"great": Poland, Germany, Brit- 
ain, France, Italy, Russia, Japan 
and the United States. This at 
least gets away from the received 
view, of a struggle originally con- 
fined to Poland and the four pow- 
ers that met at Munich in 1938; 
the authors combine compassion 
with understanding, to make 
sound historical sense. 

Scholars are aware that David 
Dilks is completing a major life of 
Neville Chamberlain, of which 
the first volume came out five 

‘s ago. John Charmley, who 

thes English history at East Anglia Uni- 
versity, has nevertheless written a defence of 
Chamberlain's foreign policy as prime min- 
ister, also of a revisionist turn. CHAMBER- 
LAIN AND THE Lost Peace? runs from Bal- 
dwin’s retirement in May 1937, when 
Chamberlain took over, down to the out- 
break of war, and seeks to show the springs 
of Chamberlain's actions in a more favour- 
able light than posterity has usually cast on 
them. He maintains that the policy of ap- 
peasing Hitler, though it failed, "was the 
only policy which afforded any hope of 
avoiding war”. 

Why it failed was explained three years 
ago by Philip Bell, in THE ORIGINS OF THE 
SECOND WoRLD WAR IN EUROPE), still in 
print, which ought to have become the stan- 
dard text in British and American schools 
and universities, There is now a much 
longer, even richer book to be enjoyed be- 
side it: Donald Cameron Watt's How WAR 
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It didn't end like this 


Came’. For many years professor of interna- 
tional relations at the London School of 
Economics, he has supervised a great many 
students who have worked on aspects of this 
subject, and his own meticulous scholarship 
combines with that rare gift among the 
meticulous, a ready pen. This is a compelling 
study, unusually fully informed, aware 
above all of the dimensions of intelligence 
and of news management that older-fash- 
ioned diplomatic historians used to leave 
out. Moreover he pulls no punches, and 
leaves his readers in no doubt that Hitler de- 
sired war. 

Of the war's course, Martin Gilbert has 
poured out a full account from the riches of 
his stores of knowledge, built up during his 
many years’ work on the life of Churchill 
and from his studies of the Holocaust. His 
SECOND Worn WAR) is even longer than 
Mr Watt's; it belongs to a different, less an- 
alytical tradition of history-writing. He 


chronicles the war's events, week by week, 
sometimes day by day; he emphasises the 
casualties and the atrocities that are always 
among war's outstanding features, and so 
accumulates them as to make war appear 
what it is, an odious way of conducting man- 
kind's affairs. 

John Keegan's THE SECOND 
WoRLD War? is different again: 
full of incisive comments that cut 
through the tangles of other men's 
thinking towards what must have 

' happened. This elegant quarto, 
full of excellent and unfamiliar 
photographs, describes the main 
problems of politics and strategy, 
with vivid tactical detail now and 
then thrown in. This saves Mr 
Keegan from a fault of Mr Gil- 
bert's, too many slips on minor 
points of fact. His many years as a 
tutor at Sandhurst have left their 
mark—he has little belief or inter- 
est in the part played by the un- 


derground resistance move- 
ment—but he gives full credit to 
the role of code-breaking. 


This vital subject is further il- 
luminated by a still longer, and 
still finer, account in TOTAL WAR? 
by Peter Calvocoressi, Guy Wint 
and John Pritchard; a new, much 
extended edition of a book that 
first came out in 1972, soon after 
Wint died. Mr Calvocoressi, his 
only co-author at that time, could 
not then reveal that he had him- 
self been a senior intelligence offi- 
cer at Bletchley Park, the decipher 
centre. From his work there, he 
acquired a much fuller insight into strategy 
than any other historian has managed. John 
Pritchard (another former pupil of Donald 
Watt's) has expanded the Asiatic half of the 
book, to include the results of his researches 
into Japanese archives; and Mr Calvocoressi 
has further enhanced it with assessments of 
how code-breaking affected the course of 
the war. "Total War" promises to be much 
the best of all the books that salute a great 
war's anniversaries. 





1) Macmillan/BBC; 365 pages; £15.95. To be published 
in America by Random House. 

2) John Curtis/Hodder; 257 pages; £15. 

3) Longmans; 326 pages; £8.95. 

4) W. Heinemann; 736 pages; £25. Pantheon; $29.95. 

5) Weidenfeld & Nicolson; 846 pages; £18.95. To be 
published in America by Henry Holt; $27.95. 

6) Hutchinson; 608 pages; £19.95. To be published in 
America by Viking. 

1) Viking; 1315 pages; £25. Pantheon; $39.95. 





87 











OOKS AND ARTS - 




































Hitler's demigods 


ATHERLAND or Führer? Hrriges 
| GENERALS*, a collection of studies 
^ by experts in the field, looks at the ines- 
capable dilemma confronting the com- 
manders of Hitler's army, the only men 
"who could have blocked his climb to dic- 
"tatorship or toppled him from power 
once he had seized it. Steeped in the pro- 
‘fessional militaristic tradition of the Ger- 
“man general staff, conservative and na- 
tionalistic but politically naive almost to 
a man, they rose irresistibly to Hitler's 
bait of an expanded army and a greater 
German national state. In that, they re- 
flected the aspirations of the German 
people. But without their acquiescence 
in peacetime and their outstanding skills 
vin war, Hitler would have been a blip in 
world history, not the evil blot that he is. 
Each of Hitler's generals came to 
-.terms with the dilemma, which was es- 
- sentially a moral one, in his own way. A 
few became his catspaws, a few his coura- 
'geous opponents. Most, in their love of 
the fatherland, simply went along with 
:the Führer until military defeat and the 



































collapse of their dreams stared them in 
the face. For most of them, duty took 
precedence over morality, if not honour. 
Some of them deserve, and have re- 
ceived, the historical accolade of being 
called great soldiers and commanders. It 
is far harder to bestow on them, except 
for a handful, the mantle of moral recti- 
tude and greatness. Flattered into think- 
ing of themselves as demigods, they 
fought brilliantly for their country—but 
not for humanity. 

Most collections of biographical es- 
says written by different authors are 
pulled to discordant pieces by the 
temperaments and prejudices of the con- 
tributors. This one, both in its parts and 
as a whole, is successful. That says a great 
deal about the excellence of the essayists; 
it says even more about the discretion 
and skill of the editor, Corelli Barnett. 
Such a book seems almost certain to give 
rise to a series—Churchill's Generals, 
Roosevelt's, Stalin's, Togo's. It is to be 
hoped that, whatever the subject, they 
will be as fair in their treatment. 


*Weidenfeld & Nicolson; 497 pages; £20 and 
$21.50. 















HE Divine SUPERMARKET. By Malise 
mm. Chatto & Windus; 312 pages; 
14.95 


A small battered camper, "like a cow 
tha fox's face", Malise Ruthven ex- 
red from coast to coast the aisles of the 
vine supermarket, the astounding diver- 
ity of sects and cults that Americans, those 
yost assiduous of church-goers, can choose 
"between. A church can be found, adapted 


_ The beginning of the trail 
as 























or invented to suit any taste. Ignoring the 
humdrum offerings of mainstream Protes- 
tantism and Catholicism, Mr Ruthven hap- 
pily plundered the shelves of exotica, his 
curiosity sending him darting down side- 
aisles for quick tastes of creationism, snake- 
handling, Rajneeshpuram, white suprem- 
acism or what have you. 

The result is a box of delights: a percep- 
tive, gently witty guide to a. world that is 
alien to readers reared in the nanny-like 
environment of an established religion. Yet, 
argues Mr Ruthven, some eccentric cults 
may simply be religions in their infancy be- 
fore their myths and customs become en- 
crusted with tradition and thus respectable. 
And for the non-believer (a category in 
which Mr Ruthven places himself) the tale 
of the Virgin Birth is no less bi- 
zarre than that of the Golden 
Plates, plus magic spectacles to 
translate them, that in 1823 
the angel Moroni revealed to 
Joseph Smith, the farmboy 
who founded Mormonism. 

The Mormon religion is 
central to Mr Ruthven’s study: 
he follows the great Mormon 
exodus across the mountains, 
rivers and plains from New 
England to Salt Lake City, 
finding Joseph Smith and 
Brigham Young, who headed 
the movement after Smith's 
murder, pivotal figures who 
link America's Puritan past 





with its New Age future. Smith, an entrepr 
neur with an over-active libido (which led t 
sanctified polygamy), was the first moder 
prophet to create a new religious traditio 
by reworking and recycling older mythok 
gies. The showmanship and the sex-anc 
money scandals of televangelists find echo 
in early Mormon history. And how muc 
easier it would all have been for Smith, M 
Ruthven naughtily reflects, if instead « 
bothering with plates and stones and pron 
ised lands, he could have concentrated, lik 
the Californian New Age channellers, on 
self-engrossed search for "the innermo: 
isness" of oneself. 

Itritated, Mr Ruthven can be a shac 
snobbish. He rebels against the pervasis 
kitsch, "the mechanised gnomes with wing 
and Santa Claus beards nodding in time t 
winking lights”; a trim man, he is obsesse 
with the bulging bellies of middle Americ: 
He is. shocked to recognise a Jacobean oa 
chest amid the Woolworth bibelots of 
Californian cousin’s mobile home. 

But his main points are well tak 
America’s separation of church and stat 
he argues, has encouraged doctrines th: 
put biblical pietism above. enlightenmen 
personal salvation above the public goo 
Though America’s churches are often tt 
channel through which the country’s ph 
lanthropy flows, Mr Ruthven’s journe 
through the byways took him to prophe 
who preach “a spiritual Thatcherism th: 
endows wealth with respectability, equatir 
success with virtue". Their sermons comfo 
the rich, telling them to relax, enjoy then 
selves and, if they wish to give away mone 
to send it to their preachers. 


Middle East 


Western images 


FROM BEIRUT TO JERUSALEM. By Thoma: 
Friedman. Farrar Straus Giroux; 54 
pages; $22.95. To be published in Brita; 
by Collins 


ROM 1979 to 1987 Mr Thom 

Friedman, Minneapolis-born, Oxfor 
educated and Jewish, reported on the Mi 
dle East for United Press International ar 
the New York Times. As happens to mo 
sensitive observers of the Middle East, h 
perplexity grew with the length of his sta 
With time, he learnt that "any protagoni 
in the Middle East who is ready to talk ton 
cannot be worth talking to; he canriot be 
the centre of what is happening." Th 
journalistic self-awareness, as. welcome as 
is rare, lays bare what is perhaps the cruci 
drama of Mr Friedman's chronicle and an: 
ysis, the struggle of a first-rate Americe 
mind to understand a:region of fierce desi 
and terrifying complexity. 
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Caught in the middle 


Western images of the Middle East veer 
m Seat of the Grail to Sheikdom of Oil to 
perialist Stomping Ground and back, 
aiong with frequent, but no less abrupt, re- 
minders that it is also home to some of the 
most desperately bloody-minded regimes on 
this planet. The twin obsessions of petrol 
and prophecy which frame the Middle-East- 
ern policies of the western powers often 
blind them to the actual men and women 
who must live their days between the bor- 
ders absentmindedly left behind by Britain 
and France after the first world war. 

. Although much is written about this re- 
gion in the western press, little of substance 
is ever said. Mr Friedman fills the yawning 
gap between verbiage and understanding 
with grace, precision and insight. His story 
begins in Lebanon, ravaged by civil war be- 
tween Maronite Christians, Muslims and 
Druze, alongside the heroic efforts of non- 
combatant Lebanese to preserve something 
resembling civilisation in the teeth of the 
Hobbesian jungle surrounding them. In this 

ver-never hell, Yasser Arafat could pro- 

üm revolutionary struggle without setting 
foot outside his hotel suite, lend his troops 
to sundry militias and promise the moon 
and sixpence to his followers, primarily refu- 
gees from Israel proper for whom nothing 
short of the maximum and least achievable 
objectives could suffice. Lebanon, lacking 
any conceivably legitimate controlling au- 
thority, was not in fact a country. The Israe- 
lis and Americans in turn would learn this 
grim lesson at terrible cost. 

On concluding in 1984 that the daily 
horrors of Lebanon were so commonplace 
as to no longer be news, Mr Friedman took 
his typewriter and golf clubs to Israel where 
his Jewishness afforded his reporting un- 
usual anguish and insight. He grasped the 
psychological dimension of the conflict be- 
tween Israel and the Palestinians, each side 
struggling with the other's presence in what 
was supposed to have been its own land. 

In rebelling against the daily humilia- 
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tions of occupation, the Palestinians have 
directed their fury as much at themselves as 
at the Israelis, literally “shaking-off”’ (the di- 
rect translation of intifada) their economic 
and social ties to Israel and in recent months 
killing one another with mounting fre- 
quency. The Israelis for their part are para- 
lysed, gripped by memories of the Holo- 
caust, unsure of the meaning of Jewish 
statehood after milennia of powerlessness 
and scared out of their wits by the Arab 
states massed around them, for whom the 
Palestinians are but pawns in their own le- 
thal chess games. Israel is led, Mr Friedman 
says, by apparatchiks too battered and un- 
certain to take any chances. And this paraly- 
sis is not at all eased by the western news 
media’s habit of projecting on to Israel their 
deepest guilts and fantasies, magnifying ev- 
erything it does, out of all proportion. 

This is very much an American’s book; 
well-intentioned, pragmatic and ultimately 
hopeful, it also scans the longings and ter- 
rors besetting Arab and Jew. Why, John Fos- 
ter Dulles asked, can’t these Arabs and Jews 
work out their differences like good Chris- 
tians? Why, indeed? Rather, Mr Friedman 
says, if America is to accomplish any peace- 
making, it must “think like an obstetrician, 
behave like a friend, bargain like a grocer 
and fight like a real son-of-a-bitch.” 





Space exploration 


Outward bound 


Journey INTO Space: THE First THIRTY 
YEARS OF SPACE EXPLORATION. By Bruce 
Murray. Norton; 381 pages; $19.95. To be 
published in Britain by Norton 


HE past 30 years have been an age of 
exploration unparallelled since the late 
fifteenth and early sixteenth centuries. Dur- 
ing this time the Jet Propulsion Laboratory 
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(pL), which is run by the California Institute 
of Technology in Pasadena, has sat like the 
court of Henry the Navigator, controlling 
NASA’s Mariners and Voyagers as they sail 
across the solar system. Through JPL, man- 
kind saw the glories of the planets revealed 
in detail. Dr Murray, who worked at JPL for 
many years, and as its director from 1976 to 
1982, can add little in his descriptions of the 
storms of Jupiter, the mountains of Mars, 
and the other wonders of the solar system to 
the many lavishly illustrated books already 
available. What he can offer is a description 
of the methods, means and problems of 
planetary exploration. 

His book is not a measured history, but 
rather a polemic-memoir. It is at its most in- 
spiring near the beginning, describing re- 
searchers learning new ways to get their 
spacecraft around the solar system, and new 
things for them to do when they reached 
their destination. The reader is made to feel 
the kick that Dr Murray and his colleagues 
felt when devising an orbit for Mariner 10 
that sent it to Mercury not for one brief fly- 
by but for three separate ones. Dr Murray 
has a soft spot for that mission, and is almost 
proprietorial about Mercury, a planet others 
have dared to consider a little dull. 

The anger comes through in the tales of 
his stint as director, and of the travails of 
two long-delayed missions, Magellan to Ve- 
nus and Galileo to Jupiter, and the cancelled 
attempt to meet Halley’s comet. His prime 
target is the space-shuttle programme which 
paralysed planetary exploration for a decade 
as it devoured more and more of NASA's re- 
sources. Spacecraft that could once have 
been launched happily on rockets were com- 
mitted to the shuttle, late and unreliable 
even before the Challenger disaster. The re- 
sult of these delays was that, after the Voy- 
agers in 1977, America did not launch an- 
other mission until earlier this year. 

Dr Murray spreads blame for the shuttle 
liberally. He thinks that it was a bad decision 
by Dr James Fletcher, NASA’s administrator 
in the early 1970s, and a man who worried 
Dr Murray with his insistent demands for 
colour pictures of Mercury, a black and 
white planet being photographed in black 
and white. The various weaknesses of the 
presidents Nixon, Carter and Reagan are 
discussed. He is unhappy about the role 
played by Dr Hans Mark, a great supporter 
of the shuttle who was deputy secretary 
the Air Force for Mr Carter and then dep- 
uty administrator of NASA for Mr Reagan (a 
transition that denotes exceptional political 
ability in itself). He blames himself for turn- 
ing down an offer to become Mr Carter's 
NASA administrator, as which he might have 
been able to limit the damage. 

It is sad to read that a man who so loved 
JPL in the 1960s should have been so glad to 
resign his post as its head in the 1980s. But 
Dr Murray finishes the book on a more 
hopeful note, with a brief history of the idea, 


89 





x 
i 


—— 





Waa eS 


BOOKS AND ARTS 





which he and others put forward and which 
is rapidly gaining ground, of America and 
Russia returning to Mars together. It would 
be a worthy way to follow the achievements 
of the late twentieth century; but the burden 


of this book is that it will be as hard to pre- 
vail against the foolishness of officialdom in 
general and NASA in particular as it will be to 
surmount the huge technical difficulties of 
sending humans to the red planet. 





Edinburgh festival 


An annual astonishment 


NA world that is now full of fes- 

tivals, Edinburgh is still the 
most astonishing because of its di- 
versity and size. The international 
festival is the most conspicuous 
and important part, but it is sur- 
rounded by literally thousands of 
other fringe events at all levels of artistic 
achievement. New plays alone number 
about 300. The film, books, television and 
jazz festivals and the tattoo, all running at 
the same time, are substantial events in their 
own right. There are dozens of exhibitions. 
There is more happening in Edinburgh in 
these three weeks of August than anyone 
could see in a lifetime. 

No one was brave or crazy enough to 
plan all of this. Common sense would sug- 
gest that it would be easier to find audiences 
if the various festivals were spread over the 
year. Experience proves the opposite. There 
is something about the atmosphere of frenzy 
and excitement which persuades people to 
go to shows during the festival which they 
would ignore at any other time. Despite all 
the visitors, 6096 of the audiences are local. 
They seem to have an annual blow-out on 
the arts for these three weeks and take the 
rest of the year to recover. 

There are two reasons for this orgy of 
activity. The festival began in 1947, when 
most places were still suffering the rationing, 
shortages and destruction of war. It was easy 
then to attract the best soloists, orchestras, 
opera and ballet companies and the rest to 
Edinburgh, so the festival at once acquired 
an enviable reputation. And the city might 
have been designed for the purpose. It has a 
spacious centre of striking beauty with 
scores of performing spaces, though few 
large theatres, within walking distance. It is 
large enough to provide spaces and audi- 
ences, but not so large that the festival is lost 
in the crowd. The fringe and the other 
things responded spontaneously to the pres- 
tige and the setting. This is a natural growth 
which could not be transplanted. 

In all the proliferation, the international 
festival is still the essential core. It stages the 
most ambitious, and most expensive, pro- 
ductions in the largest theatres. Ticket sales 
are over £1m for 266 performances, com- 
pared with about £1.5m for the 10,000 or so 
on the fringe. For both, ticket prices are 
much lower than in such places as Salzburg 
and Bayreuth. 
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This is the sixth festival di- 
rected by Mr Frank Dunlop, who 
has taken it in several new direc- 
tions. His predecessors had al 
ready made a virtue of necessity by 
looking for the new and unex- 
pected to replace the big names 

which they could no longer afford. 

Mr Dunlop has carried this further. He 
has given greater emphasis to drama, with 
companies from all over the world, espe- 
cially Japan, Russia and Poland, all perform- 
ing in their own languages, and he has in- 
creased the Scottish content. He is also fond 
of exploring links between countries and be- 
tween different art forms. This year, he had 
both Oscar Wilde's "Salome" in Steven 
Berkoff's production from the Gate Theatre 
in Dublin and Richard Strauss's opera on 
the same theme as the first production of 
the festival's own Folkopera, set up on the 
Stockholm model. Both productions were 
among the hottest tickets in town, as Scot- 
land's capital went lovably mad once more. 





Funding the fun 


FTER years when it seemed to have set- 
tled at a sustainable level, Edinburgh's 
fringe—that anarchic gallery of the wonder- 
ful, the OK and the downright awful—is 
growing again. The size of this year’s fringe 
will rival that of 1985, the biggest ever. The 
Festival Fringe Society (the closest thing to 
an “organiser” the fringe has) thinks that 
504 groups have come to Edinburgh this 
year, and are giving more than 1,000 shows. 
Estimates of tickets sold at fringe events are 
always wildly unreliable, but it seems likely 
that this year around 500,000 people have 
paid for shows. 

More groups and more punters might 
be expected to put some strain on the avail- 
able venues for performance. There is some 
evidence that rents have gone up. Theatrical 
groups this year were paying from £450 
(early afternoon) to £800 (prime-time) a 
week for a two-hour slot in a space holding 
an audience of 80-100, and there were re- 
ports of richer groups offering above the go- 
ing rate. Yet there seems little real pressure 
on space; Edinburgh is littered with church 
halls that, with a little imagination, can be 





Above the madding crowd 


turned into passable theatres. 

Ticket prices have moved remarkab! 
little in four years. The highest-priced tick: 
on the fringe this year was £8.50; mo: 
shows were around £4, just as they were i 
1985. In part, the relative price stability 
accounted for by time-honoured fringe pra 
tices—bunking down in cheap lets, drawir 
dole while treading the boards. 

The good value is also due to sponso 
ship. More fringe groups than ever ha 
sponsors this year, and though most of the: 
gave only small amounts, some were qui 
generous. Harp's Premier lager sponsore 
Mr William Burdett-Coutts's mini-festival 
the Assembly Rooms to the tune : 
£26,000, though that was only about 596 | 
his costs. The man from Harp admitted ! 
getting a good deal. Well he might. The .* 
sembly Rooms' operation is now as pro 
sional as that of the international festival 
self; its publicity material and brochures a 
far more informative than those product 
for the senior event. 

The finances of the international fes 
val look better now than they have for son 
time. Out ofa total budget of £3m, they nc 
get about £500,000 from the Scottish A1 
Council, and their business sponsorsh 
(historically pathetically small) has risen 
around £550,000. The sea-change, howevt 
is in the festival's relations with Edinburgt 
city council. When the once-conservati 
(with a big and small C") city first electec 
Labour authority in 1984, the council ai 
festival started a two-year bicker. Earne 
councillors suggested that the festi 
should somehow be made more “relevan 
to the concerns of those on Edinburgl 
grim housing estates. 

Those days are now gone. The coun 
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has moved its backing onto a three-year ba- 
sis, which gives the festival some stability, 
and its grant of £600,000 this year was 
warmly welcomed. Lothian regional council 
chipped in, for the first time, with £130,000. 
No prizes for guessing why the local au- 
thorities should have suddenly come over all 
cuddly. The answer is "Glasgow". The west- 
ern city now has its own festival, Mayfest, its 
own annoyingly successful advertising cam- 
paign, and promises of new arts venues 
(which Edinburgh has not bothered to 
build) aplenty. And in 1990 it will be the 
European City of Culture (“How do they 
know the rest of the continent will be 
nuked?” asked a fringe comedian, Emo Phil- 
lips) with a programme of events lasting the 
whole 12 months. 
It is quite common for journalists visit- 
ing the Edinburgh festival, desperate for a 
story, to suggest that the whole affair might 
transfer to the bigger and brasher city to the 
west. True to form, it happened this year as 
ll. There is no such intention; but will 
ucxt year's focus on Glasgow put Edinburgh 
in the shade for good? Probably not, but the 
competition will be good for both of them, 
to say nothing of the consumer of the arts. 





Stained glass windows 
The writing on the 
window 


HE art of stained glass in Britain has 
never lacked its spoilers; in the seven- 
teenth century these were iconoclastic Puri- 
tans who shattered their way through the 
nation’s cathedrals. Stained glass today suf- 
fers less dramatic problems: atmospheric 
pollution, a legacy of insensitive restoration, 
the medium's fragility and, not least, the 
~ndeservedly inferior aesthetic status often 
:corded to it. However, the -close-knit 
world of British stained glass, centred on 
about 300 professional stained-glass artists, 
is now in a state of shock following the news 
that Britain's only surviving "antique" glass 
manufacturer, Hartley Wood of Sunder- 
land—a small firm with 20 employees—is 
being closed down this month by its large 
parent company, Pilkington. Patrick 
tiens, an internationally renowned 
stained-glass artist, has called this “an abso- 
lute tragedy”. 

The “antique " (trade-term for “‘mouth- 
blown") glasses of Hartley Wood are 
unique, irreplaceable and beautiful, created 
in a manner unaltered since the great era of 
medieval stained glass. The glass-blower 
gathers a lump of molten glass at the end of a 
long blowpipe, which is blown into a cylin- 

pe. During cooling, this is cut 
along its ath and made to fall into a rigid 
sheet of flat glass. Founded in 1892, Hartley 
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DINBURGH provides more 
than its share of the enjoy- 
able, the unpredictable and the bi- 
zarre. Some thoughts from our 
correspondents: 
@ The city's buses continue to give 
some of the best entertainment in town. 
Protected by glass from the chaos on the 
streets, the matrons from Morningside 
or Colinton can be seen pursing their 
lips, assuming an air of Calvinist cen- 
sure. Secretly, however, they love being 
scandalised. Every conversation looks as 
if a Mrs Mackay is saying "I didn't mind 
seeing that girl in a tutu on the High 
Street, Mrs Campbell, but what mother 
would send their daughter out like that 
in a wind like this?”’. 
e It was the Mrs Campbells of the world 
who walked out disgustedly from 
Arkaos, the French hard-core circus per- 
forming in Leith. The girl at the fringe 
office was not impressed. “Och, they jug- 
gled a girl who had nothing on, but it was 
all very tasteful. She didnae have big bo- 
soms at all." 
€ The national newspapers have de- 











Wood enjoyed the fruits of mid-nineteenth 
century researches from the Gothic Revival 
when, after centuries of neglect and worse, 
stained glass underwent a renaissance. The 
1849 discoveries by Charles Winston of 
chemical formulae for medieval glass were 
then applied to the modern product. 
Pilkington took over Hartley Wood in 1982. 

Compared with leading French and 
German mouth-blown glasses, Hartley 
Wood glasses are thicker and less regular in 
texture and pattern. A prized Hartley Wood 





A dying art? 


Press and circuses 


scended on Edinburgh with a ven- 
geance, having discovered that in 
the middle of the silly season, the 
festival's listings provide acres of 
easy copy. The Guardian was ev- 
erywhere, the Independent was be- 
ing given away free, and the Observer 
sponsored the Fringe Sunday proces- 
sion. We stick to the Scotsman. 
@ There was the usual strong entry for 
the much-coveted Economist award for 
Undimmed Radicalism in the Arts (uni- 
versally known as '"Vanessas") The 
judges this year broke with tradition, and 
awarded the prize not to an “alterna- 
tive" comedian but to the List, Edin- 
burgh’s weekly magazine, for its review 
of "When we were Young”, the Interna- 
tional Festival's exhibition of paintings 
of childhood. “As all proceeds go to the 
Save the Children Fund”, said the List, 
“one could have hoped for a passing in- 
terest shown in the social realities 
childhood in Thatcher’s Britain—deval- 
ued children, poverty, racism, parental 
unemployment and sexual abuse". The 
midges were bad this year, too. 


glass (containing gold) is ""liney gold pink”, 
whose unpredictable, exquisite colour gra- 
dations make it a work of art itself. The 
glasses’ undulating surfaces and random 
bubble patterns transmit light in fascinating 
ways. Many stained-glass artists feel anxious 
and saddened by the loss of what is, in effect, 
their predominant palette, especially at a 
time of keen commissioning by secular, 
post-Modernist architects. 

Not only artists but also restorers con- 
sider the closure tragic. The London-based 
Victorian Society is greatly concerned that 
the conservation of both medieval and nine- 
teenth-century stained glass (including work 
by William Morris and Burne-Jones) will be 
threatened. The expertise of generations of 
master glass-blowers is as irreplaceable as 
their product. 

Ironically, in 1987 Hartley Wood sent a 
letter to its customers, denying * 'the writing 
was on the wall... this is not Pilkington’s 
style. Hartley Wood was purchased to main- 
tain the tradition of glass ing in the 
north-east and of course for its profit poten- 
tial" Sadly, Pilkington felt that Hartley 
Wood's 1988 losses of £311,000 were not 
sustainable. These figures reflect the compa- 
ny’s ill-researched launch of a new range of 
machine-made glasses. Indeed, since there is 
now a burgeoning international demand for 
its mouth-blown stained glass, Hartley 
Wood's demise could not have been more 
improbably timed. 
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Taking the GMAT or GRE exams? 
We CAN help 
For course details, contact: 






EUROPEAN CONFERENCE 
ON DEBT AND CONSERVATION 


URICH, 2/3. NOVEMBER 1989 

















For GMAT texts, contact: 
PasTest Service, FREEPOST, 
Knutsford, Cheshire WA16 7BR. 

55226. 
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Third World Debt involves both financial and 
ecological risks on a global scale. There is a need 
for a careful assessment of interactions between 
these risks and of ways to cope with them. This 
conference offers a unique opportunity for information 
on these issues and for dialogue between members 
of financial institutions and of institutions concerned 
with international environmental affairs. 


; Speakers and conveners include: 




































; Y. J. Ahmad, UNEP, Nairobi; TOTAL NATURAL IMMERSION 
: K. S. Fuller, WWF, USA; with French participants for 7 
F. Leutwiler, ABB, Switzerland intensive days in the DORDOGNE 
|W. K. Reilly, EPA, USA; Cháteau LA VALOUZE 
R. Sevilla, Fundacion Natura, Ecuador; J. L. Lefevre CIEL.BP.180 
24490 LA ROCHE CHALAIS, France GERMAN FOR 
G. Tammes, NMB Bank, The Netherlands. fi 5901 4438 BUSINESS EXECUTIVES 


The conference is organized by: 
ee Environmental Studies Program, Dartmouth 
: dede Ecology Group, Swiss Federal Institute of 


zers qty ac rag ai d the support of the German 


In view of EEC opening in 1992. 
The intensive way to learn German 
in beautiful Devon Manor House, 


iven by 
Translation service available, 
GBC, 10 St obere 
fracombe 
: n 66591. Fax: 






Hotel 
institute 
for 
""— Management 
Montreux 
Switzerland 
HOTEL 
MANAGEMENT, 
TOURISM 
DIPLOMAS IN 
ENGLISH 


@ Hote! Courses: 2, 3 year 
Swiss and US Diploma. 
@ Tourism Course: 1 year Swiss 





Fund 
For futher information please contact ndr epe sig Secretariat, Satellite 
Office Somvix, Switzerland; Fax 0041 362 51 97. 


SEMINARS 


Marketing Through 
Distributor EE 

















IMPOSSIBLE TO SPEAK 
YOUR OWN LANGUAGE 


Calling com ince yon executives short of 
time! (We know need to learn 
language rapidly.) a in your teacher's 
home in UK, USA, France, Germany, 
Spain, Italy, Taiwan. Up to 25 hours 

private lessons, full board and constant 






















‘Londons 12 Septéiber & 11 Octsher 


i d t Hh 
Brussels: 14 September and International Diploma. oe p eror Mn 
: ; : Intakes: January, September. achieved in only one of two 
Frank Lynn is dedicated to help firms manage Details: thanks to complete isolation from your 
" Us ui 
change and grow their markets. These one day HIM, Avenue des Alpes 15, Established in 1979. Now with 3,000 


clinics will provide direction on the design, CH-1820 Montreux, Switzerland, 
refinement and management of all aspects of d 


teachers world-wide at your service. 
Home Language Lessons, Reservations 


! Phone: 01041/21/9637404. Office, 12-18 Royal Crescent, Ramsgate, 
channel marketing programmes. Fax: 01041/21/9638016. SO T6388; Telefan: Goad 590300, S 





It aims to benefit marketing professionals and 
corporate planners in a variety of firms, but 
particularly those needing to implement 
multinational marketing strategies. In order for 
participants to gain the maximum help from the 
day, numbers are limited to 15 on each. 

Cost: £345.00 


To: Frank Lynn & Associates Limited, 2 Queen Anne's Gate Buildings 
London SW1 9BP. Telephone (0)1-222 9055. Fax (0)1-222 1436 | 


Name 













LEARN tilly 


Evening classes or intensive two-week course. 


Further details from: Short Course Unit, 
City Poly, 84 Moorgate, London EC2M 6SQ. 
Telephone: 01-283 1030, ext 324. 









Company. EON 260 | 


Address. | 











EO HEC | 


Frank Lynn & Associates Limited 
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NIVERSITAT ULM 


- dn der Abteilung 
Unternehmensplanung 
der Universitat Ulm (Studiengang 
.. Wirtschaftsmathematik) ist ab sofort 
eine 


Professur C 3 
_ für Betriebswirtschaftslehre 
zu besetzen. schaftslehre mitwirken. 


|. Gewünscht werden Bewerber/ Bevorzugt werden Bewerber/ 
\i innen, deren Forschung und innen, die nicht nur die akade- 
Lehre in folgenden Teilgebie- mischen Voraussetzungen für 
;, ten eine inhaltliche Ergänzung eine Professur erfüllen, son- 
zu den an der Universitat Ulm dem auch mehrjährige prak- 
bereits vorhandenen Gebieten tische Erfahrung in verantwort- 
.der  Betriebswirtschaftslehre lichen Stellungen der 
: Wirtschaft vorweisen kónnen. 
Schwerbehinderte werden bei 
entsprechender Eignung vor- 
rangig eingestellt. 


Berwerbungen mit den übli- 
chen Unterlagen sind bis zum 
10. Oktober 1989 an den 
Dekan der Fakultat für Natur- 
wissenschaften und Mathema- 
tik der Universitat Ulm, Post- 
fach 40 66, 7900 Ulm (Donau), 
zu richten. 

























Informationssysteme 
—Unternehmenspolitik. 


Im Falle einer Berufung soll 
der/die Bewerber/in nicht nur 
sein/ihr Fachgebiet in Lehre 
und Forschung. selbstandig 
vertreten, sondern auch beim 
allgemeinen Vorlesungsange- 
bot des Fachs Betriebswirt- 













| CONSTRUCTION LAW 
| AUSTRALIA 


Morris Fletcher & Cross invites applications 
from talented lawyers to join one of the most active 
and substantial Construction Groups operating In 
the Australasian region. Opportunities for both 
senior and Junior staff exist in the Firm's new 
Sydney office opening in October, as well as in 
Brisbane and Darwin. 

The Firm's Construction and Engineering Projects 
Group is one of the largest and most experienced in 
-Australia and services all sectors of the construction 
industry at all stages of construction. The group focuses 
on quality documentation and effective dispute 
resolution for major projects in the region. 


Applicants should have experience in the drafting 
of construction and commercial property agreements, 
the preparation and defence of claims andior in dispute 
«resolution inthe construction industry. 

E Excellent salary packages and opportunities for 

advancement are offered. Applications should be sent 
tà: Mr Doug Jones, Morris Fletcher & Cross, Riverside 
Centre, 123 Eagle Street, Brisbane Q. Australia 4000. 
Confidential enquiries: To Mr David Thomas in 
Brisbane. Telephone (617) 833 9361. 


-Morris Fletcher & Cross 


Solicitors and Notaries 

















COMMISSIONING EDITOR - 


The Economist Intelligence Unit, a division of 
Business International, needs an economically liter- 
ate commissioning editor to handle part of its 
expanding programme of Special F 
The job would suit someone speci 
pean economies, competent in a 
European language and available 
candidate should have a stro 









lised in Euro- 
ast one other 












































Salary circa £20,000, according to age and experi- 
ence, and usual benefits. 


Please write with full cv to: 


Penelope Plowden 
The Economist Intelligence Unit 
40 Duke Street, London W1A 1DW 


Closing date for applications October 2, 1989. 


THE ECONOMIST 
INTELLIGENCE UNIT 


Busine: 


International 
GLOBAL BUSINESS INFORMATION AND ADVI 
























HEAD OF ECONOMIC. 
RESEARCH UNIT — 


The London Chamber is looking for an experienced 
economist seeking a high profile position to head its 
Economic Research Unit. The successful candidate will 
manage a small unit responsible for the London Economy | 
Research Programme (a study of London’s economy and 
its prospects, sponsored by 12 major organisations) and a. 
quarterly survey of business conditions, and providing 
advice on national and local economic issues. 


Applicants with a good economics degree should have 
substantial experience in at least two of the following 
economic forecasting and modelling; regional and urban 
economics; labour market analysis; and, the economics 0 
financial services. Initiative, excellent communications: 
skills, and supervisory ability are naturally prerequisite: 
for the job. 


Applications, with a full CV and details of current salary - 
should be sent to: 



























Deborah Jarvis, 

ET London Chamber 
COME LONDON CHAMBER ef Conmaerce and 
AM COMMERCE / AND INDUSTRY Industry, 69 C on 

Street, London 


EC4N 5AB 


PPOINTMENTS 



















SAVE THE CHILDREN/SUDAN 


Qualified, energetic candidates are 
sought for the following field positions 
: ave the Children's Sudan 
program. Ail positions require 
Management experience = in 
developing countries, and relevant 
graduate degree. Fluent English with 
Strong w ting skills required; Arabic 
desirable. Qualified couples welcome 
to apply. 


FIELD OFFICE DIRECTOR: Based in 
Khartoum. Leads and manages two 
community-based integrated rural 
programs with total annual budget of 
$5,000,000. Responsible for ram 
strategy, design, and result; staff, 
systems, an policy development; 
fundraising and liaison with donors 
and government; financial control and 
‘reporting. Successful candidate will 
have demonstrated the above skills in 
progressively — responsiblé 
management positions. (To be filled 
by March 1990). 


ASSISTANT FIELD OFFICE 
IRECTOR: Based in Khartoum. 
Responsible for relations with 
1 yan departments. effective 
Tundraising, program quality 
“improvement, local recruitment and 
‘stalt dovalopmant, and operations in 
i- Director's absence, Requires at least 
_five years progressively responsible 
nagement experience in 
eveloping world. (To be filled 
ediately. 




















mm 





, CO-PROGRAM MANAGER: Based 
-in Um Ruwaba, Kordofan region. With 
danesa-co-program manager, 
s team of seven sector managers 

nd staff. of. 100 in implementin 
;community-based integrated rura 
“development program with annual 
budget of $3,500,000. Responsible 
for liaison with government & donors, 
supervision of project implementation, 
ccomplishment o program 
objectives and developmen of staff, 

To be filled January 1990). 


RESEARCH AND EVALUATION 
MANAGER: Based in Um Ruwaba, 
ordofan region. Assists project 
managers in project evaluation, 
i on ng ane reporting; enhances 
s 
implementation, and interpretation 
especially rapid rural assessment an 
Statistical analysis, Microcomputer 
and training skills desirable. (To be 
filled immediately). — ' 


is in research design, 


CHILD SURVIVAL COORDINATOR: 
, Based in Um Ruwaba or Khartoum. 
"Works in conjunction with two 

Sudanese health sector managers 
implementing community-based Child 
survival program. Responsibilities 
include integration with government 
programs, fundraising & liaison with 
donors, and monitoring and 
evaluation. Successful candidate will 
be public health specialist with strong 
management background. (To be 
filled immediately). 












































;.Qualitied candidates send resume 
,and salary history/requiremants to: 
: Ann Jassil, Sr, Human Resources 
: Specialist, Savə thə Children, 54 
iton Road, Westport, CT 06880. 

^ Equal opportunity employer m/f. 








































UNIVERSITY OF CALIFORNIA 
SANTA BARBARA 


FACULTY 
POSITIONS 
IN ECONOMICS 


The Department of Economics has 
Assistant Professor positions in Fi- 
nance, Economic Mag and 
Econometrics to begin July 1, 
1990. Qualifications include a no- 
table academic record and demon- 
strated ability in teaching and re- 
search scholarship. Completion of 
the PhD is usually required at the 
time of appointment. Salary depen- 
dent upon qualification. 
Candidates should submit a curricu- 
lum vitae, published and pre-pub- 
lished work, evidence of teaching 
performance and at least three let- 
ters of recommendation. Send all 
materials to Professor Perry Sha- 
piro, Chair, Department of Econom- 
ics, University of California, Santa 
Barbara, CA 93106. Applications will 
be accepted until the position is 
filled. Refer to the position number 
when responding to this 
advertisement: 

ECO1 Econometrics 

EC02 Economic Theory 

EC03 Finance 


The University of California is an 
Affirmative A Mg Opportunity 
employer. Proof of US citizenship or 


eligibility tor US employment will be 
required prior to employment (Immi- 
gration Reform and Control Act of 
1986). 





Senior Lecturer 
Corporate Planning 


An opportunity to join an increasingly important area in training for 
Government departments. Based at Sunningdale, your main task will be 
to develop and market new courses and consultancy, and you will be 
responsible for their financial success. 

Practical experience of corporate planning, either as an active member 
of a management team or in a corporate planning section, is essential. 
You will need an interest in the academic literature on planning and 
have up-to-date knowledge of best practice in the business world. 

Starting salary (under review) up to £22,605 with further increments, 
depending on performance, up to £26,955. 

For further details and an application form (to be returned by 
26 September 1989) write to Civil Service Commission, Alencon Link, 
Basingstoke, Hants RG21 1JB, or telephone Basingstoke (0256) 468551 
(answering service operates outside office hours). 

Please quote ref: G/8109. 
The Civil Service is an equal opportunity employer 


CIVIL SERVICE COLLEGE 


















UNIVERSITY OF EDINBURGH 


SALVESEN CHAIR OF 
EUROPEAN INSTITUTIONS 


Applications are invited from persons d in any of 
the disciplines relevant to the study of European Institu- 
tions for the Salvesen Chair of European Institutions from 
1 October, 1989 or on a date to be agreed. 

The Salvesen Professor will also be Director of the Europa 
Institute. The appointment is full-time and the salary will be 
within the Professorial range (currently under review). 
Further particulars may be obtained from the Secre- 
tary to the University, Personnel Office, University of 
Edinburgh, 63 South Bridge, Edinburgh EH1 1LS, with 
whom applications (giving the names of at least two 
referees) should be by 30 September, 1989. 


Please quote reference number 67/89. 








UNIVERSITY OF CANTERBURY 
Zealand 


LECTURER IN 
OPERATIONS RESEARCH 


ications are invited for the above position in the Department Operations 
a Sra cial have a a imate ia oe most areas 
Operations Research teaching undergraduate level, a special 
background in at least one area for research and t 


be gi fo noge wini ats ames Toe t aeg ied statistics, or 
mathematical [o inii or networks. The riment of rations Research 
is the largest OR group in Australasia (establishment of five staff) with an emphasis on 
applied teaching and research. 

The salary for Lecturers is on a scale from NZ$35,000 to NZ$42,500 (bar), and a range 
trom NZ$44,000 to NZ$46,000 per annum. 


and Conditions of Appointment "be obtained from 
788), Association of Commonwealth A 36 Gordon 
close with A. W. , University of Canterbury, 

frt ar ihrer diis y Hie erp B September 1989. T 


-THE ECONOMIST SEPTEMBER 2.191 





>POINTMENTS 


L1... University of Strathclyde 


<j SCOTTISH HOTEL SCHOOL 
©” LECTURESHIP IN TOURISM 


Applications are invited from candidates with tourism industry 
experience, a relevant postgraduate qualification, together with 
teaching and research interests in the area of international tourism 
and tourism in Third World countries for a Lectureship in Tourism. 
Salary: £10,458-£20,469 per annum. 


Application forms and further particulars (Ref: 71/89) are avail- 
able from Staff Office, University of Strathclyde, Glasgow G1 1X0. 
Closing date for applications 26 September 1989. 


THE UNIVERSITY OF WAIKATO 
Hamilton, New Zealand 


PROFESSOR OF ECONOMICS 


The University is seeking a scholar with proven ability to provide academic leadership in 
he teaching and research activities of the Department of Economics. This vacancy is 
due to the pending retirement of Professor J. T. Ward. 


The Department is administratively part of the School of Management Studies and also 
plays an important role within the School of Social Sciences. It has grown rapidly in 
recent years, and currently has an academic staff of 16. Members of the Department 
have teaching and research interests covering mainstream economics, econometrics 
and business economics. The Department has well-established undergraduate and 
graduate programmes and provides research supervision for masters and doctoral 
candidates. 

As the Department's most senior staff member, the appointee may be required to serve 
as Chairperson of the Department for a fixed term. 


The salary for professors is within the range NZ$76,000 to NZ$95,000 (approximate 
conversions: NZ$1=0.35 Sterling, 0.57US and 0.75Aus). The appointee would be 
expected to take up the position early in 1990 or as soon as possible thereafter. Informal 
enquiries can be made to the Dean of the School of Management Studies (telephone 
(064) 71 384 016. Fax (064) 71 384 063, or Electronic Mail: b.smith@waikato.ac.nz 
(Internet). 


The method of application and conditions of appointment are available from Appoint- 
ments (36775), Association of Commonwealth Universities, 36 Gordon Square, London 
"WC1H OPF, or from the Academic Staff Register, University of Waikato, Private Bag, 
Harnitton, New Zealand (Fax 064 71 560 125), Electronic Mail: h.leslie@waikato.a.c.nz 
(Internet). The reference number is A89/47 and applications close on 31 October 1989. 


The University welcomes applications from suitable people regardless of race, creed, 
marital status or disability. 


THE INTER-AMERICAN DEVELOPMENT BANK 


an International Organisation which provides development fi- 
nancing for Latin America and the Caribbean, has an opening at 
its headquarters in Washington DC for an 


ECONOMIST/STATISTICIAN 


to fill the position of Chief, Statistics and Quantitative Analysis 
Section. Basic objectives of the position: Supervision of data 
compilation; management and development of IDB's data base of 
economic and social statistics; overseeing of the processing, 
analysis, utilisation, and publication of economic and social 
_. Statistical data of the IDB's member countries and other countries 
= and regions of the world that are used in the IDB's work. 


"The successful candidate will have a Master's degree in Statistics 
or Economics (PhD preferred) and at least eight years of 
experience relevant to the functions and responsibilities of the 
position, preferably in other international organisations, central 
banks, ministries of economic affairs or finance, or development, 
_ Or economic institutions. Proficiency in two of the following 
languages: English, Spanish, Portuguese and French. 


Starting salary $55,180. 


T. To apply, candidates should write to the following address 


by Sel ptember 30, Medi and enclose a detailed curriculum 
"including history: es andare Section (CA- 
"iior American velopment k, Washington DC, 


STAFFORDSHIRE POLYTECHNIC 


DEPARTMENT OF ECONO AICS 


Two Fixed Term Lectureships 


Salary: Lecturer £10,071-£15,369 per annum 3 
Senior Lecturer £15,369-£17,490 (bar)-£18, nder review) 


The Department of Economics consists of 21 

ble for economics teaching across the Pol 

advanced diploma courses including the 

Een BA Sport and Recreation and the B 
tudies 


Candidates for these posts, available from 1 September, 1989. should 
have a higher degree and an interest in both hg and research. 
Expertise in Industrial, Managerial and Financi 

advantage but not essential. 


Application forms and further particulars are gei lak 
nel Services, Staffordshire Polytechnic, College Road, Stoke on 
ST4 2DE. Telephone 0782 744531, ext 3211. 


Closing date for completed applications, 20 Septem 


As an Equal Opportunities Employer, 
welcomes s applications from all sections of the ( 


Agricultural Economist 

The Asian Vegetable Research and Development Center- 

(AVRDC), an internationally funded, non-profit research institu- 

tion dedicated to the improvement of vegetable production, 

marketing and consumption in the developing countries in the: 

tropics, is seeking candidates for the position of AGRICULTUR- 
AL ECONOMIST. 


Responsibilities: 


The Agricultural Economist is expected to provide the econom- 
ics and social science perspective into the research and develop- 
ment programs of the Center, He/She will work with. an interna: 
tional team of natural scientists in assessing priorities for 
vegetable research, analyzing constraints to improved vegetable - 
production, marketing and consumption, and designing ap- 
proaches to overcome these constraints. In close collaboration 
particularly with partners in the developing countries, he/she is: 
expected to develop research initiatives in such other areas as 
evaluation of the role of vegetables in the nutrition and welfare of 
low income people, forecasting of demand. and supply of major 
vegetables, assessment of impact and distribution of benefits 
from vegetable research and assessment of the environmental : 
impact of different vegetable production systems. : 


Qualifications: 


Education: PhD in Agricultural Economics. ; 
Experience: At least four years relevant experience in agricul- 
tural economics research beyond the PhD degree. 


Conditions of appointment: 


Salary and perquisites are internationally competitive. Level of 
appointment will be commensurate to qualifications and relevant 
experience. Successful candidate will reside at AVRDC's campus 
near Tainan City, southern Taiwan, but will travel extensively in 
Asia. Position is available immediately. 


Applications: 
Application closing date: 1 November, 1989. 


Send undergraduate and graduate transcripts, curriculum. 
vitae, names and contact addresses of three references and date 
of availability to: Dr Emil Q. Javier, Director General, AVRDC, - 
PO Box 205, Taipei 10099, Taiwan. 


Telex: 73560 AVRDC Tel: 06-5837801 Fax: (886-6) 5830009 - 












AUTOMOTIVE RESEARCHE 


. Major New York brokerage firm seeks European-based 
individual with background in European automotive 
industry research and direct auto industry experience 
as member of global auto research team. Ability to deal 
directly with auto industry executives is required; expe- 
ience with same preferred. Work involves analysis of 
economic, vehicle market, manufacturing and financial 
rends. 








“Initial salary dependent upon qualifications and 
experience. 






interested candidates should write in confidence to: 
Jeffrey Sprague 
1285 Avenue of the Americas/9th Floor 
New York, NY 10019 
USA 


Please state current salary and enclose a curriculum 
vitae. 


Senior Posts 
-n the Home 
-. Civil Service 
Salary up to £24,355 (in London) 


Opportunities exist, mainly in London, at Grade 7 (Principal) 
in a variety of Government Departments. The work, which is 
varied and demanding, includes: 


* The shaping of policy 

* Resource Management 
* Advice to Ministers 

* Forward planning 


If you have a successful track record of financial, commercial 
or resource management, or in administration, including local 
Bovernment, we offer an interesting career, accelerated 
progression and performance-related salaries to match. 

To be eligible, you must beat least 26 and under 52, and 
have several years’ appropriate experience. 

Relocation assistance may be available: salary under review. 

For further details and an application form (to be returned » 
by 4 October 1989) write to the Civil Service Commission. - 
Alencon Link, Basingstoke, Hants RG21 1JB, or telephone - 
Basingstoke (0256) 468551 (answering service 
operates outside office hours.) 

Please quote ref: A/90/11/352. 
















The Civil Service is an equal .. 
opportunity employer 











$A48,086; Lecturer 


$A40,622. 


$A31,259- 


Monash University 


CONUM LECTURE Enquiries to Professor R. Snape (tele- 
SENIOR LECTURER phone (03) 565 2320). Applications 


including ref no 20112A, curriculum 
,Vitae and three referees to the Regis- 
‘trar, Monash University, Clayton, Vic. 

3168, Australia, by 7 October 1989. 


AN EQUAL OPPORTUNITY 
EMPLOYER 


In any field of economics. Applicants 
should have postgraduate training at a 
high level and considerable teaching 
and research potential. * 


Salary: Senior Lecturer $A41,459- 












TONBRIDGE SCHOOL 
The Governors of Tonbridge School will be appointing a 


HEAD 


to fill the vacancy caused by the resignation of Mr C, H: D, Everett, CBE, JP, consequent 
upon his appointment with effect from 1 January 1990 to be initial Director-General of the 
Daiwa Anglo-Japanese Foundation. 


By a Pavel of 11 December 1946, the Head must be a graduate of a university in the 
British Isles. 


Applications from those of appropriate distinction are invited, not only from. the school 
world, but also from the university world, and the world of industry, business, the 
professions, and the public service. The Governors do not expect to appoint a candidate 
over 52. 
Applications for the should be made in writing by 29 s 
Govemors, Skinners Hal 8 Dowgate -— jode ECAR 
onbridge Headship’. intment wi effect 
availabili of the successful candidate, 









mber to the Clerk to the 
in September, 1990, or earlier, 











APPOINTMENTS. 
WANTED 





ment MgmuTrading/Sales/Consulting. 
Reply: Richards, 612 N. Michigan Ave, 
#217, Chicago, IL 60611 USA. Fax: 
(414) 658-9346. 
















French, German. Relocation desired. — = 
Elaine Kokoska, 128 Woods End Hoi 
Fairtieid, CT 06430. Tei: (203) 259-2757. 















INTERNATIONAL 
PROPERTY 


SWITZERLAND 
Foreigners can buy on 
Lake Geneva 
(and neighbouring France) 
& Mountain resorts 


Direchly from SWISS BUILDERS-DEVELOPERS, you, 

van awn a. CHALET/APARTMENT: in’ MONTREUX, 

VILLARS, LES DIABLERETS, CRANS-MONTANA, 

CHATEAU-D'DEWGSTAAD, VERSIER, JURA, Thermal 

Centre in the Rhàne Valley etc. From SFr150,000— 
GU credit, aG interest for 5-20 years. 


REVAC S.A. 


.. BgredeMontbrllsnt—CH-1202 GENEVA — 
Tet 4227734 1546-—Fax: 1341220— Telex: 22 030 
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THE TRANSKEI DEVELOPMENT CORPORATION 
UMTATA, REPUBLIC OF TRANSKEI, SOUTHERN AFRI 


l OFFERS 
INVESTMENT OPPORTUNITIES IN TRANSKEI 
: : NEW ECONOMIC INITIATIVES Since the advent of its present Government two years ago the Transkei economy has, for the first 














time in its history, been freely opened up to foreign investment and development. 


FERTILE LAND, SOPHISTICATED A fertile and beautiful land with an abundance of water, labour and recently discovered mineral. 

INFRASTRUCTURE resources, its industrial potential offers a more rapid return on investment than any other country in 
the developing world. Transkei has a relatively sophisticated infrastructure. $ 

The following projects being planned and in feasibility study stage offer rewarding opportunities for ` 

international investment, construction and engineering skills, technological "know-how" and 

equipment: 

* Tourist Hotels and time share apartments in game and nature parks bordering 280 kilometres 

of golden beaches and river estuaries teeming with fish— sites available with freehold title. 


LOW TAX AND DUTY FREE * Two free trade zones, duty and exchange control free, with low tax and harbour facilities. Sites can ; 
be reserved now. Ready 1993. 
* A privatised duty free International Airport for lease to international concessionaires. Enquiries 
invited. | 


RECENT MINING DISCOVERIES * Large high quality deposits of black granite. 
OFFER VALUABLE * Silica sands for glass making. 
“OPPORTUNITIES FOR * Titanium, Rutile, Ilmenite, Zircon in large deposits. 
MINING INVESTMENT * High ash low sulphur anthracitic coal in large low cost quantities. 
* Copper/Nickel/Platinum exploration in progress. 
* Kimberlite deposits indicate the possibility of diamonds. 
* The geological environment is favourable to Uranium. 
AGRICULTURAL SECTOR * Tea successfully grown 
OPPORTUNITIES OFFER * Sugar Cane grown and exported. Local consumption of 60,000 tons per annum is imported, 
COMPARATIVE ADVANTAGES providing opportunity for a mill and surplus exports. 


FOR AGRO-INDUSTRY * Cotton successfully grown as a research crop. 
TESI * High potential for processed meats, poultry, fish, fruit, vegetables. 
* Tobacco successfully grown as research crop. 
* Well watered savannah type pastures offer potential for cattle, sheep and pigs. 
* Soya bean, sunflower, maize and potatoes grow well. 
* 


Potential for citrus and olive plantations. 





* Transkei is rich in soft pine, eucalyptus and wattle. 

* Paper pulp, sawnboard and prefab timber homes available for export. 
* Current supplies offer capacity for one more chip-board factory. 

* 250,000 hectares available for reafforestation. 


` TIMBER BASED INVESTMENT 
OFFERS HIGH RETURNS 


RAPID RETURN ON INITIAL * Through establishment incentives which, for manufacturing industries include: relocation costs uj 
CAPITAL FOR EXPORT to (at current exchange rates) Pound Sterling 234,000, training subsidies; wage subsidies, : 
“ORIENTED INDUSTRIES OR subsidised rentals (factories and key staff accommodation), transport rebates and interest on a hig 
SERVICES SUCH AS TOURISM proportion of capital invested at market rates for 10 years, it is possible to regenerate initial 
SELLING IN HARD CURRENCIES investment capital in a very short period. 


* Transkei Development Corporation is willing to take equity in viable new projects. 
* Merger with a like Transkei enterprise in the private sector can give you local expertise enabling 
you to serve your existing markets from a low cost Transkei base. 
Merger with a Transkei based Far Eastern Company could ease your products into Far Eastern. 
markets fom a competitive cost base with the possibility of adding to your product range for the 
UK market : 


* 


wig yous are interested i in attending a London Seminar in September on investment in Transkei or would like more 
information on Transkei contact: 


ARTHUR O’CONNOR 
MARKETING CONSULTANT 
TRANSKEI DEVELOPMENT CORPORATION 
PRIVATE BAG X 5028, UMTATA 
REPUBLIC OF TRANSKEI 


| PHONE: 27 471 25751 or FAX: 27 471 2m or 27 471 22874 or 27 11 884 2605 






























BUSINESS & PERSONAL 














vaa Heda 
Sarah Hodge Recruitment Consultants 


Need a Top Secretary? 
Call (01)434-0030 





4215-217 Oxford St London WIR 1AH 





CUMULUS 
CONSULTANTS 


Corporate or Personal aircraft evaluation, 
} Selection, purchase or lease. US representa- 
. tion and expertise on all matters concerning 
commercial or business aircraft. 

We are not associated with any aircraft manu- 
facturer, dealer, broker or owner! Our 35 
years in commercial aviation works only for 
our clients. 

Gall or fax "Cumulus" at 312-683-3113. 
fauo Fax only from 2200-0800 daily Chicago 

ime), m, 


( Cumulu: Inc 
shire, tiinois, USA. 

Phe Peonomist 
Uellisenec Unit 


anaging Today's 
International Company: The 
New Role of Headquarters 


< An analysis of historical trends and current 
< in-depth case studies of how best to 
| organise and manage headquarters 
perátions in your company. The report 
addresses: the centralisation/ 
décentralisation issue; the emerging roles 
of regional and country HQ's in 
ullinationals; the difference between US, 
European and Japanese companies in 
organising HQ's; how HQ's can cope with 
M & A's business and how KO's can 
provide added value to a business, 
Price including postage: £215; 
MS$385; SPORO j 
TAA 
WIA TOW, UK 


~~ OFFSHORE 
COMPANIES 


BRITISH VIRGIN 
-ISLANDS 


GIBRALTAR 








HONG KONG 
IRELAND NON-RES 
ISLE OF MAN 
JERSEY 
LIBERIA 
PANAMA 
FULL NOMINEE, MANAGEMENT, 
ACCOUNTING AND ADMIN 
SERVICES AVAILABLE 
FOR AN EXPLANATORY 
DISCUSSION AND BROCHURE CALL 
= COLIN FOSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. 
COMPANIES HOUSE 
TOWER STREET 
RAMSEY 
ISLE OF MAN 
TEL: 1 00 2834444 (TOLL FREE IF 
PHONING FROM USA). 


TEL: 0800 269900 (TOLL FREE 
0624 815544, TELEX zane 
FAX 0624 815548 








INVESTMENT-GRADE 
REAL ESTATE 


We advise foreign institutional 


ENVIRONMENTAL 
SERVICES & INFORMATION 
At Earth Options (June 15-17, 1990). 
This is a public show in San Francisco. 


For info, call (415) 456 3622 or write 
PO Box 1157, Larkspur, CA 94939. 


DIPLOMAT 






Swiss Consultant Grou 
inc. Fax: +813 254 00 


RICE AVAILABLE 


Buyers of white long/medium grain noa may 


0,000 MT available ea 
rade. Lowest prices. Brokers protected. Thy 





2 CHESHAM STREET 


LONDON SW1X 8DT 
Tel: 01-235 1544 


USA: Fax 415 6370976. Tix 6730750 BLC 
Telex: 926679 DIPLM TG i4 P 


UW. Tel 415 6371574. EUROPE 
343 2099581. Tix 50060 NEW! 


BUSINESS VENTURES 
NIUSTRAL COMMENEAL DEVELOPMENT MG 
EASTERN BLOC 


in exclusive Belgravia within walking 
distance of Harrods. Provides unsur- 
passed opportunity for super accom- 
modation and full English breakfast at 
exceptional value. 


Single bedroom from £49.95 + VAT 
Double/Twin from £74.95 + VAT 







A LINBAR EXCLUSIVE HOTEL 





MINETEC FINANCIAL 
SERVICES CORPORATION 
1950 Park Place, 666 aa 


Vancouver, BC, 
Tel: 804 6354335 Far: 64 685 3953 
Telex 04 94894 VER Code; MES Corp 


LONDON, EEC, USA 
& HONG KONG 
REPRESENTATION 


UK & OFFSHORE COMPANIES 
ORMATION 


ADMINISTRATION 


Contact: McHattons 
(Chartered Secretaries), 
48 Grafton Way, 
London W1P 5LB. 





KNIGHTSBRIDGE 
GREEN HOTEL 


A small family owned hotel in Knights- 
bridge which has been totally remodelled 
and refurnished to a high standard. 


Suites £95 Doubles £80 Singles £65 incl 
T&SC 





"A comfortable, spotlessly kept little hotel 
in the heart of Knightsbridge" —Egon 


7320 EBS MSP. 


- HOW TO LEGALLY OBTAIN A 
SECOND FOREIGN PASSPORT 


T OFFERS MORE FREE- 
IRITY AND INVESTMENT 
CAN HELP 10 SAVE 


For reservations tel 
6274, or write to 159 
London SW1X 7PD, fax 0 


US IMMIGRATION 


Obtain US immigration through pur- 
chase of secured and well-rewarding 
real estate or opening of American 
branch companies, etc. ALL MATTERS 
HANDLED BY A LICENSED US ATTOR- 
NEY/PhD ECONOMIST. 


The exclusive PASSPORT REPORT is the 
most up-to-date guide to obtaining 
from legal sources easily, q 
and often cheaply (if not free). Money 
guarantee if not completely pleased. 


. Airmail £10 (US$18) 







extra or surface free. 
Books Ltd, Box No 118, 62 Murray Road, 
Horndean, Hants POS 9JL, UK. 


canted. Tat: (0709) 
591975. Outside UK dial ( 


Contact: Edward P. Gallagher, Attor- 
ney-at-Law, PO Box 70302, Washing- 
ton, DC 20088 USA. Tel: (301) 299- 
7269. Fax: (301) 983-3439. 





US ENVIRONMENTAL LAWS 


OR MARKETING EFFORT WOULD BENEFIT 
TANDING US ENVIRONMENTAL LAWS AND 
PRACTICES, | CAN HELP. 


LICENSED ATTORNEY—EMPHASIS ON ENVIRONMENTAL LAW 


THY R. GABLEHOUSE, P.C. 
ET, TOWER iil, SUITE 1100 
820-4359. FAX: (303) 820-4459 


IMMIGRATION—CANADA 


investment houses 


IF YOUR BUSINESS, PRODUCT 
FROM A THOROUGH UNDERS 





DENVER, CO 80202. TEL: (303) 






One of Canada's lar 
guaranteed investments in the Investor-Immigrant 


We e leaders in the field of Investor-Immigration in Canada, Confidentiality is 


Gs$ul 
C/O Mr Lovis bonc or M US 
D 5A/879-5576 

514/879-3652 


offers bank or first mortgage 


ien Inc. 
1155 Canada H3B 459. 
redo Montradi, coda rU 









EUROPE 1992—ACT NOW. From 
Preliminary Research through to Sub- 
Sidiary set-up. Complete discretior 
guaranteed. Fax: London 318-1436 
Attn Mr Vargas. 

MÀ M à t£ 


WANTED. Fine wine and port syndi- 
cate members. Tax free (UK). Huge 
profit potential. Call 0747 54315 (UK) 
or Fax 0747 53810 (UK) and ask for Mr 
Russell. 





OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7. 









LONDON 


South Kensington 


Luxury fully furnished one and two tx 
flats in quiet cul-de-sac off ns Gate. 
Resident manager, direct dial telephones, 
video security and colour TV. Weekly 
rates from £266 to £560 plus VAT. 


FULL DETAILS: TEL 01-225 0184. FAX 
01-225 0280. TELEX 893095. 













NAURU BANK FOR SALE 


Central Pacific. No experience re- 
quired. Bearer shares. No taxes. Full 
powers. US$7,500. Nauru Internation- 
al Services, 16929 E. Enterprise 
Drive, Ste 201, Fountain. Hills, AZ 
85266 USA. Fax: (602) 837-2643. Tel: 
(602) 837-7988. 


HANDWRITING ANALYSIS 


Suspect Documents: Examiner of 
Forged/Anonymous writing. 
Also Personnel/Character Assessment. 


P, Lavell 
9 Village Close 
London NW3 5AH 
Tel: 01-794 6060 


US IMMIGRATION -'- 


Licensed attorney. 
Practice limited to US immigration law. 


Judith B. Sporn, Attorney at Law 
125 Main St, Wi CT 06880 
Tel: (203)226-1223. Fax: (203)454-7890 


US HOUSING 
EXPORTS 


New homes, wall panels, components 
and appliances, shipped to your 
location. 

Call or write for free brochure. North- 
ern Counties, Rt 50 West, PO Box 97, 
ü opervilie, VA 22176. Telephone 703 
593 3232. Fax: (703) 592-3552. 


WILLETT HOTEL 


32 Sloane Gardens 
London SW1W 8DJ 
Tel: 01-824 8415 
Fax: 01-824 8415 
Telex: 926678 
Small character town house off Sloane 
Square, All modern facilities. Full English 
breakfast inclusive of very modest rates. 


ALINBAR EXCLUSIVE HOTEL 











































- OUTPUT, DEMAND AND JOBS Japan's industrial production rose by 6.6% in the year to July; in 
_ the year to May its retail sales were up only 3.3%. America’s retail sales increased by 3.8% in the 
- year to July; Sweden’s rose by 2.5% in the year to May; Switzerland’s fell 0.4% in the year to June. 
Five countries released unemployment statistics for July. Japan's jobless rate was 2.2% (down 
from 2.5% a year before), France's 9.6% (10.4%), Italy's 16.5% (16.4%), Spain's 17.4% 
(19.6%) and Belgium's 10.2% (11.5%). Italy's GNP rose 3.1% in the year to the first quarter. 


























































% change at annual rate 
industrial production GNP/GDP retail sales [volume] unemployment % rate 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year latest year ago 
Australa — 16 +73 w +65 +640 4 EEN 6i u 68 
‘Belgium +55 + 81 wo ma m — 04 ct 102 w^ 315 — 
Canada «4 31 + te Y 16 im 75 xw 78 
E +14 bee 98 u 10.4 
- = 03 in 79 4 89 
— 0.2 Fet 63 a" 67 
— 71 Dect 165 uw — 164 
| X 33 Ww 22 «4 25 
$97 mg 174 196 
+ 2.5 May 12 wo 47. 
T9094 «i 05 07. 
FOZ mo — 63 m 79 
4a 6 27 ES 4 38 a 52. 54 





„m S s 
PRICES AND WAGES Japan's 12-month rate of consumer-price inflation remained at 3.0% in July; 
West Germany's edged down to 2.996 in August. Australia's consumer prices climbed 7.6% in the 
12 months to May; its wholesale prices rose 7.1%. Belgium's consumer prices increased by 3.0% 
in the year to July; to May, its wholesale prices soared by 8.0%. Canadian wages increased by 
4.7% in the year to June; Italian wages rose by 5.9% during the same period. 





































































tates in manufacturing except Aust 


tHourly wage i 
2arníngs; UK, monthly earnings for all employees. 





% change at annual rate 
consumer prices* wholesale prices* wages/earningst 
3 mthst 1 year 3 mthst 4year 
“HOO + 7A m o 62+ 68 wt 
fil SSA ar 
+ 23 + 47 m 


too wl. 


ATORS ~ 








2i! Base-metal prices have ris- 

a en sharply since mid-Au- 
gust, partly because of disruptions to sup- 
plies. Copper has risen most: prices topped 
£1,900 a tonne on the London Metal Ex- 
change. The Bougainville copper mine in 
Papua New Guinea has been. shut down 
since May 15th, and a strike at Canada's 
Highland Valley mine | 
Peru's miners have also been on strike, 
although this now appears to be crumbling. 
The Cananea mine in Mexico has gone bust. 
The shutdowns are causing shortages at 



















copper concentrates, nearly a fifth of it from 
Bougainville and Highland Valley. 











1985-100 % change on 
Aug 22 0 Aug?8i one one 

KP A. MEE. month year 
Dollar index 
Al items — 1948 196.4 $17 — 91 
Food — 100.6 99.2 ~ 92 -142. 
Industrials 

All 








Natt 





All items 


























Food — .— 

industrials 

A 186.5 1402. — 
Neate o 3113 — 1116 — 
. Metals. 1544 1605 
SDR index 

All items | 1094 

Food o o o 816 — 804 /— 
Industrials 





























COMMODITY PRICE INDEX. 


in its eighth week. 


copper smelters, especially in Japan. Last .- 
year Japan imported. 860,000 tonnes of | 














































m COAL Since opec first sent oil prices 
soaring in 1973-74, coal consumption has 
risen sharply. In the decade to 1988 world 
consumption climbed 3196, rising strongly 
even after oil prices halved in 1986. The 
amount of coal burnt by China increased by 
53% during the ten-year period, to 80% of 
- jts total energy needs. Turkey, the second 
„most coal-intensive country in our chart, now 
burns more than four times as much coal as 
in 1978. Electricity generation took up the 
biggest chunk of the increase. Consumption 
fell in the Soviet Union (where gas has 
gained ground), and in Britain and France 
(where there is now more nuclear power for 
electricity generation). Norway is the least 
coal-intensive country: it has oil and hydro- 
electricity. aplenty, so coal accounts for only 
196 of its energy consumption. 











|.| World coal consumption 
“| billion tonnes od 
- t, equivalent 















: Footnotes applicable to ali tables. All figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annua 























Coal as % of total energy —— 
consumption, 1988 





i rate, na not available. 
99. 



























SERENA TR TE NE CES 
EXPORTING MACHINERY Business in- 
vestment has been booming in most industri- 
al countries for the past seven fat years. Real 
< Capital spending in oECD countries has grown 
_ More than twice as fast as GDP since 1982, 
and rose by an average of 11% last year. So 
exporters of machinery and equipment have 
. done well, especially Japan and West Ger- 
many. West Germany's net exports (exports 

minus imports) of capital goods amounted to 
3.9% of its co in 1987 (the latest figures 
available); Japan's totalled 4.0%. All the big 
economies except Canada are net capital 
-exporters or close to balance; smaller econ- 
'omies tend to be net importers. A new star is 
Ireland where net exports of capital goods 
Were 6.3% of GNP in 1987, thanks to its 
blossoming computer industry. As recently 
“as 1982 it was a net importer. 








- Capital goods’ ie exports as % ot coe, 137 
4 Sarik, i 2 























[United States 
Finland: 





























the same month Italy's trade deficit 


:CONOMIC AND FINANCIAL INDICATORS 


TRADE, EXCHANGE RATES AND RESERVES Canada's surplus on visible trade shrank to $106m in June; its 12-month surplus fell to $5.6 billion. In 
narrowed to $738m, but its 12-month trade deficit rose to $13.6 billion 
Italy's total current-account deficit rose to $5.4 billion). France’s trade deficit climbed to $1.2 billion in July, 
billion. In trade-weighted terms the dollar and D-mark hardly budged during the week: the yen lost 0.6%, while sterling fell 0,2%, 





2 


{rm — — — — — ————————— 

WORLD BOURSES Wall Street broke through its pre-crash high, rising 2.996 in the week. A weaker 
yen and pessimistic forecasts of company profits left Tokyo down 1.2%. London, fearing higher 
interest rates, struggled up 0.4%. Hongkong, fretting about China once more, tumbled 2.2%. 













































































Stock price indices % Change on 
Aug 29 1989 one one record 31/12/88 
high low week year high in local in$ 
Currency terms 
Australia 1781.8 17818 14129 +833 + 127 -27 +198 + 72 
Belgium — 65111 6511.1 55193 06 4 338 nil +17.0 + 7.5t 
Canada 39914 4019.7 3350.5 1. f 
France, 5208 5232 — 4179 F2 * 498 — — 06 +283 ^ 4163 
W.Germany — 19714 1980.1 15957 — 02 — 3 345  —138 — 3183 + 93 
Holland 2029 2070 1867 ^ — 08 — 4 314 — — 20 — 3204 - . 03123 — 
Hongkong ^ 24880 3309.6 2093.6 — 22 + 20 370 . 34 E73 
italy 731.4 7325 875 ^ * 18 4 396 195 +240 ^ 165 
Japan 346877 351408 301838 — — 12 4 261 438 7080 + 05 
Singapore 13425 13870 10307 = 21 — 3 316 Cios 4293 — —O X877 
South Africa — 28200 2838.0 1961.0 ^ — 03 +730 -03 1443 *293t 
Spain 322.5 322.5 2686 ^ 421 F134 f -98 
Sweden 45705 4660.3 33339 429 4 547 182. +23, 
Switzerland ^— 8217 825.8 6131 * 13  *486  —05 3961 4225 
UK -. 28808 23974 17828 ^ -— 04 + 887  — 26 X388 3163 
USA 2726.6 27434 3.28 338  — 06 — 34257 4287 
at financi 


MONEY AND INTEREST RATES France's narrow-money supply, wt, increased by 5.5% in the year 
to June; broad M3 rose by 7.796. In the same period Italy's narrow money expanded by 16.6%: its 
broad money increased by 10.496. French banks raised prime-lending rates by two-fifths of a point. 









































Money supplyt Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow Broad Overnight 3 months — Prime ts Govt Corporate Deposits Bonds 
[M1] lending 3months — long-term 3 months 
Australia + 78 — 4298 w 1750 1796 2025 1780 1297 3397 1750 1377 - 
Belgium — : 17 +39% ^ 800 845 1075 815 845 — 845 850 BB 
Canada + 32 — 102 w ^ 1225 1225 1350 1225 946 1026 1200 1027 
France — * 55 +77 x» — 900 813 1000 1150 846 ^ 887 913 ^ 901 
W. Germany + 45 + 51 wm 670 715 850 651 695 ^ 695 706 695 
Holland — + 43 +112 wy 706 727 975 727 714 — 730 728 708 
italy — — 166 4104 x 1250 1300 1400 — na i T ) 
Japan +27 +94 wn 528 482 488 204 
Spain +17.7 +128 sn 1516 15.29 1625 775 
Sweden na — * 62 w 1170 1205 1250 1175 
Switzerland - 83 + 60 my 725 725 &50  &50 
UK + 52ti $167ttu — 1394 1394 —— 1500 1394 
USA ZOT +42 s 888 868 1050 B80 








Other key rates in London 3-mth Treasury Bills 13.3 96, 7-day interbank 13.996, clearing banks' 7-day notice 4.096. Eurodollar 
rates (Libor): 3 mths 9.096, 6 mths 9.096. : 


in ‘except UK MO; M3 except Belgium, Holland, italy and Sweden MZ. Japan M2 plus CDs, UK MA, Definitions of interesi rates quoted available on request - 
urces: Banco Bilbao Yaya, Chase Manhattan, Banque de Commerce Bank Nederland, Svenska Handelsbanker 
ANZ Bank, CSFB, The WEFA Group. These rates are indicative onty and cannot be construed as offers by these banks. tT New series. 











(during 1988, it has just been revealed, 
while its 12-month deficit widened to $6.9 































































































trade balancet current- trade-weightedtt Currency units per $ Currency units . foreign reservestt 
$bn account exchange rate $bn 
latest latest 12 balance $bn 
month months latest 12 mths latest year ago latest year ago per£ perSDR  perecu Jun  yearago 
= 033 a  — 34 — 40 u ma ma 181 124 207 163 ^ 140 i24 124 
4 029 m + 03 + 32 0 105.9 106.1 40.6 39.2 643 509 43.4 96 87 
+ 0.11 2 + 56 - 101 1086 98.8 n7 124 — 186 ^ 147 12 181 — 154 . 
- 1174  - 68 — 48 a 99.7 99.8 6.53 633 103 821 7.00 268°" 315 
+10.80 a. + 751 + 53.5 4m 1125 1134 194 1.87 — 307 2.44 208 555 648 
+ 023 wy 4 .43 + 59 a 110.1 1105 218 241 — 346 . 275 2.34 155 — 446 
— 0.74 am — — 136 = 54u 99.6 96.7 1390 1386 2202 1749 1494 ^ 394 271 
+ 575 i 4 924 + 723 ww 1381 145.0 143 134 297 180 188 881 86.9 
~ 200 u . — 255 — 75 m 103.1 98.1 121 124 — 192 “152 130  3981* 338 
028 u + 38 — 29 Ww 96.5 95.2 6.57 646 104 ^ 824 — 702 . Ba 84 — 
— 055 my  — 63 + 550 107.1 1100 1.67 158 — 265 210 211 244 
— 400 mi — 408 — 917 ai 914 952 0.63 0.56 a co 174 372 404 . 
— Bi? —1126 —12852 n 712 69.2 = = 158 125 30.0 














Canada, Japan, UK and USA imports fob, exports fob. All others cif/fob. 1 Bank of England index 1985 = 
Registered as a Newspaper. Produced by The Economist Newspaper Ltd., 





106 New series. tt Exciuding gold. **May. 








The familiar star of National 


Australia Bank is already in 

_ "elve Asia/Pacific countries, 
aucluding 1450 branches and 

officesthroughout Australia and 

New Zealand. 

One ofthe main reasons 
why we are Australia’s fastest 
growing banking group is our 
commitment to providing a 
complete range of financial 
services. 

These include: 

* Advice on business 
Opportunities in Australia 


e A full range of foreign 
exchange services 

e International trade finance and 
settlement services 

e Deposit taking in all major 
currencies 

* Term loans and project finance 

* Corporate advisory and 
acquisition services 

e A comprehensive stockbroking 
service 

e Trade introductory services 


National Australia 


National Australia Bank Limited. 


9 * Correspondent banking 


















services 

National Australia Bank, with 
over 150 years experience and 
ranking in the world's top 100... 
banks by assets, has both the; 
expertise and the resources to 
meet all your financialrequire-. 
ments. Talk with our people atany 
of the offices listed below and 
you'll soon see why we're starring | 
all over the Asia/Pacific region. 





Head Office. Melbourne, Telex 30241 NATAUS. Hong Kong, Telex 75315 NATHK Singapore, Telex 21583 NATAUS. Japan, Telex 22714 

- NATAUS. New Zealand, (National Australia Bank (NZ)) Telex 21776 NATAMM-NZ Republic of Korea, Telex 28844 NATAUS. 
Tai Republic of China, Telex 29944 NATAUTPE. Malaysia, Telex 31899 NATAUS. Thailand, Telex 20424 NATAUSTH. 

24 elex 44749 NATAUSIA. People's Republic of China, Telex 22524 NATAUCN. Papua New Guinea, (Bank of South Pacific 

ntations: United States of America, United Kingdom (National Australia Bank, Clydesdale 

Pank), AET of Ireland (National Irish Bank), Federal Republic of Germany, Greece. 


| SPNE. Other Global 































Progress isn’t justa 
matter of change 


Pioneering is a tradition at 
Saab-Scania. Developing and 
translating ideas into practical 
transport solutions. 


That consistant policy of 
commitment to future technologies 
has led to today’s range of high 
technology products in cars, trucks 
and buses, aircraft, missiles, 
Satellites and other space 
technology products. 


Over the last decade the 
Saab-Scania Group's world-wide 
sales have increased each year by 
an average of 14%, and profits rose 
by an annual average of 21%. 
During that same period more than 
14% of sales was re-invested in 
sites, plant and product 
development. In 1988 sales 
exceeded SEK 42,500 m. (US $6.8 
billions) and consolidated income 
SEK 3,200 m. 


A financial achievement which is 
the result of never standing still. 
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We make cars, trucks, aircraft — anı 
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For more information about Saab-Scania and its products please write to: Saab-Scania AB, 


Corporate Communications and Public Affairs, S-581 88 Linköping, Sweden 


progress. 
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iV Th á C^ E Progress - from one of the earliest 
a trucks, the first “aerodynamic” 

B$ production car, and an innovative 
aircraft, to today's top of the range 
Saab 9000 CD, the new Scania 3 
series trucks "Truck of the Year" 
1989 and the Saab 340 regular 
airliner. More comfort, more 
economy, more power, more 
capability. 
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“We have.” 
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PUBLIC EXCHANGES - 





. “Who has an 

ear on the world 
and an eye 

on the future?" 


PAYPHONES TRANSMISSION 






GPT listens to customers all over the 
world. Customers in North America, who 
need vast increases in processing power 
to drive their intelligent networks. 

Customers in Europe who want open 
interfaces to link national systems. 

Customers in the Far East and Africa 
who need economical networks to span 
enormous distances. 

Throughout GPT we're listening to 
customers in over 100 countries. Because 
we hear their needs first hand, we 
can accurately identify their future 
requirements. And respond with the new 
technologies that will satisfy them. 

In advanced technology GPT is 
shaping the future of telecommunications 


throughout the world. 


TOWARDS 
THE NEW CENTURY 





GPT, P.O, BOX 53, NEW CENTURY PARK, COVENTRY, UNITED KINGDOM CV3 IHJ 
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it makes me feel dressed” 


In everything that she does, 
Dame Kiri Te Kanawa combines 
a remarkable liveliness and 
spontaneity with an absolute 
obsession with perfection. She 
delights in Strauss and Mozart 
“because the women in their 
operas are contradictory; warm 
and cool at the same time.” 
Two of her favourite roles, for 
example, are the sad young 
Countess in ‘Le Nozze di F igaro 
and the frenzied, passionate 
Donna Elvirain‘DonGiovanni’ 





When she decided to sing 
the Feldmarschallin in ‘Der 
Rosenkavalier’ Kiri said it was 
“because the character appeals 
to me. She has understanding 
and maturity and when she 
lets her lover go, you feel it's 
not completely the end of the 
world for her. I'm sure I will 
have to sing the Marschallin 
100 times before I fully under- 
stand the depth of the Bac 

Her famous voice (“Perfect” 


said Sir Colin Davis of the 


Royal Opera House, Covent 
Garden), is in such worldwide 
demand that she is booked u 
for years to come. Will her voice 
stand the strain? Kiri says, 
“What you have to remember 
is to give quality, not quantity.’ 
For many years, Rolex has 
shared that same obsession. 
“My Rolex,” says Kiri, “is more 
than just a watch, it also makes 
me feel dressed. It V 
has been a friend 
fora longtime” ROLEX 
of Geneva 
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LEADERS 


The month Amazonia burns ............... 
They did what Gorbachev said ............. 


The overcrowded centre of British politics 


Tough traders come last ...................- 
Saving London's Docklands ................ 
A modest monetary union in Europe ...... 
Taiwan's economy: Grow up ..............- 


WORLD POLITICS AND CURRENT AFFAIRS 


ASIA 
31 The Bofors gun may still blast Gandhi 
32 China, warmed or scorched by the Rising Sun? 
33 America tries to put up a Rising-Sun-shade 
34 South Korea attacks its food stalls 
36 Beating the Philippine communists 


AMERICAN SURVEY 
31 Bush declares drug-war 
38 Marion Barry postpones his war 
38 Half-welcome for Soviet Jews 
39 No welcome for illegal aliens 
40 California protects the ozone layer 
40 Massachusetts twins with Nicaragua 
41 Jim Bakker's collapse 
41 Baseball intellectuals 


INTERNATIONAL 
49 De Klerk is squeezed, but gets his chance 
50 Zimbabwe's customs’ trap 
50 The non-aligned in Belgrade 
51 How Qaddafi stole the show 
51 Argentina’s Menemania 
52 The non-handover in Panama 
- 52 Nicaragua's opposition 
54 Colombia fights the cartels 
54 America’s exit from Beirut 


EUROPE 
61 Russian warnings to Soviet nationalists 
62 Estonia's economic self-defence 
62 Holland votes for greenery 
63 Poland's un-Polish government 
64 East Germany's waiting refugees 
64 Gonzalez gambles in Spain 
66 More of Ireland packs its bags 


BRITAIN 
67 This week 
69 British Rail's Chunnel woes 
70 Chunnel link for Stratford? 
70 Blackpool’s tourists 
11 Privatising town-hall contracts 
72 One council's cooked books 

16 Bagehot: The unions and Labour 
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BUSINESS, FINANCE AND SCIENCE 

JAPAN'S CONSUMER BOOM 


25 The pricey society 
83 BUSINESS THIS WEEK 
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85 America's airline auction 
86 France's Mr Bouygues abdicates 
86 Ford and Saab 
87 Economics focus: Britain and the EMS 
88 America's microchip minnow 
89 The future of ici 
89 Profits in rain forests 
90 Europe's anti-dumping policy 
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106 Victoire for France's Suez 
106 How governments make debt pay 
107 America's incredible shrinking credit 
108 The incredible rising dollar 
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SCIENCE AND TECHNOLOGY 


109 The genesis of genes: three pages on the many 
talents of RNA, DNA’s elder brother 


ECONOMIC AND FINANCIAL INDICATORS 


131 Output, jobs, prices, commodities, in- 
terest rates, trade, currencies, plus a closer look 
at Belgium the ecu 


BOOKS AND ARTS 
117 Afrikaners at home and abroad 
117 Britain's happy Jews 
118 This summer in China 
119 Faulkner's tall tales 
119 The Stones rock on 
120 Prodigal Simenon 
120 Warhol in London 
121 Science fiction in America 
121 Two unexpected poets 
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Amazonia burns 

Why Brazilians kill their forests, — 
and how outsiders could save — 
them, page 15. The fruits of the — 
forest, page 89. 


Japan's consumers are 
booming—and being ripped 
off, pages 25-28. 


Airlines regroup 


American airlines are becoming — 


bigger and more international, 
but not necessarily better for 
passengers, page 85. 


Muddled Taiwan 
Financial backwardness will hold. 


casino, page 105. 


Gorbachev's genies 
His struggle to keep control of 
them, page 16. The nationalist 
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challenge, page 61. The exodus _ | 


from East Germany, page 64. 
And Poland's strange new 
government, page 63. 




























































LETTERS 


he purged century 


Si&—You point out that much 
of the good of mankind had its 
birth or affirmation with the 
nlightenment, and yet you say 
he Enlightenment led to reck- 
essness ("The self-purged cen- 
tury”, August 12th). The chaos 
of Hitler, Stalin and others of 
his ilk had no roots in the 
nlightenment. It is merely 
amplification of the relentless 
radition of rule by fear and 
orce. The ideas brought forth 
y the Enlightenment are the an- 
hesis of this. 
The premises of the Enlight- 
nment are what good is left in 
the world today—the individual 
ghts of man, and the glorifica- 
ion of human achievement. 
What evil there is stems not 
from intellectual arrogance but 
om the worship of mystery and 
e rule of whim, honoured by 
dherents of most philosophical 
hools from Plato to Kant. Cer- 
inty leads to progress; pragma- 
leads p a ue 
gger problems in the end. 
levela 


E. SPUHLER STEVENSON 


Two hundred years ago the 
ench Revolution ushered in a 
losophy, which still leads to 
livision and disaster. The thesis: 
ht. The anti-thesis: Left. The 
thesis was supposed to be the 
less society, with liberty, 
uality and fraternity for all. lt 
terly failed to keep its 
omise. It does not work. 

In this century an American, 
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Frank Buchman, launched a phi- 
losophy which has been found 
to unite instead of divide. He ex- 
pressed the thesis: “Materialism 
is our great enemy." The anti- 
thesis is the Spirit of God. Buch- 
man saw the synthesis as the 
Golden Age: "To make the 
wealth and work of the world 
available to all and for the 
exploitation of none. And with 
peace and prosperity as our ser- 
vants and not our masters, to 
build a new world, create a new 
culture and change this age of 


gold into the Golden Age.” 
Arvika, 
Sweden ARTHUR STRONG 


Sig— The death of certainty has 
heralded the greatest problem, 
that of our ailing educational 
system, that liberal democracies 
now face. The great age of "rel- 
ativism" has led to intellectual 
apathy through its fundamental 
tenet that the truth is unattain- 
able. Instead of being told that 
they can know, our youth are 
told only that they are "entitled 
to their own opinion”, which is 
a lifeless substitute. Without the 
promise of unqualified truth, 
there is little incentive to learn. 
The certainty of Hitler or Sta- 
lin could not have got them any- 
where without the totalitarian 
systems they created. In a liberal 
democracy, where rational jus- 
tification is paramount, the ideas 
of both men would have re- 
ceived the thrashing they de- 
served. The insight we should 
take from our century's history 
is that certainty and totalitarian- 
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ism are a dangerous combina- 
tion. It would be foolish to 
jeopardise our intellectual 
accomplishment and potential 
by fearing only the former. 

Calgary SEAN NIXON 


Si&— Your leader was a delight. 
Perhaps its conclusion— "The 
triumph of the twentieth cen- 
tury is that ít has purged itself of 
certainty —was a trifle too dog- 
matic, but I could be wrong. 

New York ARNOLD BROWN 
. 





Directors' pay 


Si&— Your leader on executive 
compensation (August 5th) is 
right on the mark. An execu- 
tive's pay is a matter for the 
shareholders. Executives are, af- 
ter all, agents who must be held 
accountable to the owners 
whose capital is at risk. You are 
also right in saying that many 
large pay increases are justified, 
provided they show a strong cor- 
relation with future shareholder 
returns. The only way to ensure 
this, however, is to compensate 
executives largely through stock- 
based incentive schemes. 
Unfortunately, in America 
such schemes often merely aug- 
ment existing cash compensa- 
tion and "guaranteed" bonuses, 
rather than replacing a portion 
of cash compensation. The in- 
centive qualities from such 
schemes lose most or all of their 
intended effect through a varia- 
tion on the law of diminishing 
returns—as the relative value of 
an individual’s guaranteed com- 
pensation increases, the variabil- 
ity of returns from stock-based 
compensation have less and less 
motivational impact. Thus, large 
stock “giveaways” should be 


. avoided and comprehensive in- 


centive schemes deserve all the 


support they can get. 
Washington, DC lan Macoy 
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Chilean democracy 


Si&—I cannot agree with your 
description (August 5th) of the 
latest amendments to Chile's 
constitution as “mere quibbles”. 
First, the amendments were all 
agreed after negotiations be- 
tween the government and all 
the political parties, including 
the opposition. Besides those 
you mentioned, there were oth- 
ers as important, including those 
relating to the structure of. the 


Senate, the term of the first pres- 
idency and the abrogation of 
conditions affecting the right to 
apply as member of Parliament. 

The fact that President Pino- 
chet may stay as commander-in- 
chief of the army was a provision 
from the 1980 constitution, 
which was voted favourably by 
the vast majority of Chileans. 

It is very discouraging to see 
how often the press disregards 
the commitment the present 
government has shown towards 
democracy. All steps provided in 
the constitutional framework of 
1980 have been, one by one, put 
into practice. The same will oc- 
cur in December, when Chileans 
will go to the polls to elect a new 
president and parliament. 

JUAN LARRAIN 
London Embassy of Ch 





All woman 


Sig— Your story of the search 
for the metre (July 8th).contains 
a curious bit of misinformation. 

You refer to a measure for 
wine called the "demoiselle, 
which changed sex in mid-Chan- 
nel to become the demijohn." 

Should you look at the shape 
of the original French container, 
you will realise that it is unlikely 
to bring to mind the shape of a 
demoiselle (young nubile girl). 
The proper French name of the 
container is in fact dame-jeanne, 
and to a dame there may indeed 
be some resemblance. 

To a demoiselle God forbid, 
never. So the correct name is 
dame-jeanne, and why it became , 
demijohn by crossing the Cha: 
nel is another tantalising story. 
Norval, 
Ontario CARLO TESTA 
. 















Latest Special Report No. 1188 


Drink in the UK 
An Analysis of Alcoholic Drinks 
Markets and Distribution 


While UK consumers spent £19bn on 
alcoholic drinks in 1989, the trade still 
faces the problems of static or falling 
consumption rates, health 
considerations and trading 
investigations. Can the 1990s bring 
increased prosperity? This two volume 
report is a complete product-by-product 
teview of the drinks business, with 
details of the quantity consumed, 
suppliers, brands, market value, 
consumer profiles, prospects for each 
drink, and statistical forecasts to 1993. 
Price including postage: UK. & Europe £350; 
North America US$695; Rest of World £353. 


The Economist Intelligence Unit 


Marketing Dept (EDXL) ^ 215 Park Avenue South 
40 Duke Street New York, NY 10003 


USA 
Tek PA 450 0800 





























ECUTIVE 


UROPEAN OPERATIONS 
CONTROLLER 
C. £35,000 + EXCELLENT BENEFITS 


Halifax is very proud of its position as Europe's largest specialist 
mortgage lender. We have achieved this through a commitment to 
quality and innovation in the British housing finance markets. We now 
intend to continue this success story in the wider European Community. 

Our plans are clear and awaiting implementation which is why 
we're now looking for someone with the skills and experience to 
contribute to this major new Halifax development. 

This is the first key appointment to what will become a small but 
highly specialised team to support the head of the newly formed _ 
European Operations business unit with the creation, management, - 
control and development of the Society's European operations. 

You will be proposing and agreeing business objectives, . 
together with identifying development opportunities, as well as 
advising European management teams on a wide range of issues. ^. 

You will probably have an MBA, supported by a qualification in _ 
accountancy, law or banking and have at least ten years’ experience — | 
of European Retail Banking and be familiar with management in 
a European context. Some background knowledge of European — 
Community banking legislation and European housing finance 
markets would be helpful. It is absolutely essential that in addition to 
full command of the English language you are fluent in at least one 
other major European Community language. 

The position, which is based in Halifax, offers an excellent salary, 
profit related bonus scheme, and performance related pay and other 
benefits including quality car, concessionary mortgage, contributory. 
pension scheme, life assurance and free BUPA membership. 
Relocation assistance is also provided. i 

Please apply in writing with a full C.V. to Divisional Manager, 

Group Central Services (Ref EOC), Halifax Building Society, 

Trinity Road, Halifax, West Yorkshire HX1 2RG. 

Closing date for applications is Friday, 29th September 
1989. 

Halifax is fully committed to equal opportunities 

for all. : 





EXECUTIVE FOCUS 





Trinidad & Tobago National 
Petroleum Marketing 
Company Limited 


VACANCY 


^ Trinidad & Tobago National Petroleum Marketing 
Company Limited invites applications from suitably 
qualified nationals of Trinidad & Tobago to fill the 
following vacant position:- 


MARINE DECK OFFICERS 


Seagoing personnel holding any of the following United Kingdom 
Department of Trade Certificates (UK DOT.) with a minimum of 
two (2) years in the following positions:- 

FIRST MATE - FOREIGN GOING - CLASS 1 
SECOND MATE - FOREIGN GOING - CLASS 2 

r equivalent certificate (s) of competency. 


anker experience and dangerous cargo endorsements are 
: preferred. 


MARINE ENGINEERS 
CLASS 1, CLASS 2 OR CLASS 3 


or equivalent certificate (s) or competency. f 
Preference would be given to certificated Marine Engineers 
- With experience in electrical work. 



































Remuneration includes attractive Salary, Cost of Living 
Allowance, Contributory Pension, Medical and Savings Plans, 
Housing Aid Scheme and Overseas Travel Grant. 








Applications. giving details of qualifications and experience 
gether with photocopies of the relevant certificates should 
be forwarded to the following address not later than 31st 
October, 1989:- 


Administration Manager, 

Trinidad & Tobago National Petroleum 
Marketing Company Limited 

P.O. Box 656 

NP House 

National Drive 

Sea Lots 

Republic of Trinidad & Tobago 

WEST INDIES 



















Trinidad & Tobago 
National Petroleum 
Markoting Company Limited 












*The Friends of 
the Royal Botanic 
Gardens, Kew" 









The Royal Botanic Gardens, Kew invites applications for 
the newly created position of Manager to develop and 
manage "The Friends of the Royal Botanic Gardens, Kew". 


"The Friends of the Royal Botanic Gardens, Kew" is to bean 
influential vehicle to ensure a better public understanding 
of the value of plants on earth and of the role of the Royal 
Botanic Gardens, Kew. The "Friends" will be a prestigious 
international membership organisation, primarily based 
on direct mail. 



































It is intended to fill this post as soon as a suitable 


candidate is available. Salary to be £20,000 — $25,000, 
negotiable. 














Application forms and a full job description are available 
from: Mrs. Anne Mayo, Royal Botanic Gardens, Kew, 
Richmond, Surrey, TW9 3AB. Telefax: 44 (0)1 948 1197. 






The closing date for applications is 2nd October, 1989. 















UNITED NATIONS NATIONS UNIES 


ECONOMIST/CHIEF PLANNER KIRIBATI 


The Government of the Cho Kiribati seeks candidates for the 

post of Economist/Chief T Kiribati, to be responsible for 

irecting the operations and development of the National Planning 

Office and specifically to: ; ae 

A. Coordinate and direct national planning da public A 
regional development, development projects, to liaise with Publ: 
Service Division on manpower planning. 

B. Coordinate deve Programmes, aid programmes and the 
formulation of national economic policy, monetary, fiscal and other 
related policy. 

C. Provide policy quidance to the country’s national development plans 
and annual formulation of recurrent and development budgets. 

D. Maintain a macro economic overview of the Kiribati economy. 

Advanced University Degree in Economics and at least 10 years' 

relevant experience in development economics, i ing some 

experience in a national planning office or similar. 

Experience in small developing countties is an advantage. Excellent 

knowledge of English necessary. 

Tax free salary and benefits will y under a contract with the 

Governmênt of d pre by the United doses Development 

gramme. Salary pend on qualifications experience. 
eg contract for two years. Deadline for applications 9 October 





































































INTERNATIONAL CENTRE FOR. 
DIARRHOEAL DISEASE i 





INTERNATIONAL POTATO CENTER (CIP) 


DIRECTOR GENERAL 


The Director General is the chief executive of the International Potato 
Centre with headquarters in Lima, Peru. 

CIP is one of the thirteen international research and.training centres 
supported by the Consultative Group on International Agricultural Re- 
search (CGIAR) and is a non-profit, autonomous institution established to 
develop and disseminate knowledge for the greater use of root and tuber 
crops as a basic food for the developing world. 

The present Director General will retire in April 1991 and the Board of 
Trustees has begun an intemational search for his successor. The Board 
plans to identify the successful candidate by September, 1990, and the 
appointment will commence early in 1991. 
es The new Director General of CIP will possess a proven record in 
us ; management and administration; extensive experience and high qualifica- 
tions in agricultural research; a sound knowledge of and experience with 
agriculture in developing countries; vision and leadership qualities and an 
ability to communicate and inspire high performance from scientists and 
administrators of different nationalities and disciplines. 

A competitive salary with fringe benefits will be offered. Requests for 
further information should be directed to the Chairman of the Search 

Committee, David L. Call, Dean, College of Agriculture and Life Sciences, 
Cornell University, Roberts Hall, ithaca, New York, 14853, USA. (Fax 607- 
. 055-0788). 

Applications for the position should be forwarded (preferably before 
October 20, 1989) to: 

CIP. Search Committee, c/o Dr J. W. Meagher, 3 Kingfield Court, 
Burwood, Vic. 3125 AUSTRALIA. Fax: 61 38885159. Telex: AA 30625. 
Attention ME 3715. 


























DIRECTOR 


The International Centre for Diarrhoeal Disease Research, Bangladesh (ICDDR, B) seeks to 
appoint its chief executive, desighated Director, for an initial period of three years (from 
mid-1990), which may be renewed for an additional term of three years. : 7 
Established under a charter of the Government of Bangladesh, the ICDDR,B is a non- 
profit, international medical researeh institution situated in Dhaka, Bangladesh, it isa. 
premier international organisation conducting research and training in diarrhoeal diseases 
and related areas of public health, nutrition and fertility. ICDDR,B aims to develop. 
improved health programmes through scientific research conducted in four major 
divisions—Clinical Sciences, Laboratory Sciences, Community Health and Population 
Sciences. The 1,400 employees include 200 researchers coming from 13 countries. The 
Centre is supported by 21 countries and international organisations, including WHO and 
UNICEF, under the overall leadership of the UNDP. " 
The post of the director involves management of the Centre and guidance of its scientific 
research and programmes within the context of the Centre's priorities and objectives. The 
Director is also responsible for creating institutional linkages both nationally and © 
internationally, and establishing rapport with the donors and the host country 
government. 

The preferred applicant will have a distinguished record of leadership in medical research 
and training, a high order of managerial skill, experience of international donors and 
agencies working in the health field, several years of Third world experience in public 
health, and considerable initiative and drive. HEEL 
The compensation package offered is equivalent to that of a ASG/ADG in the UN/WHO | 
system. In addition, a fully furnished house with required staff and a chauffeur-driven t 
will be provided. 

























































































Personnel, ICDDR,B, GPO Box 128, 
FAX 8802-411846) at the earliest 









Ashridge Management College"is the longest-established of the five operating units which 
now comprise Ashridge’s business activities. It has built up a reputation for excellence in 
the provision of top quality management development programmes, including the highly 
successful MBA programme, which was launched in 1988, The College has always attracted 
a large number of managers from overseas and is now conducting a growing amount of 
business outside the UK, the establishment of European links being a priority area. 


Following the announcement of the current Dean's promotion to Chief Executive of the 
Ashridge Trust in January 1990, applications are invited for the resultant vacancy. Reporting 
to the post are the Directors of four teaching groups and the managers of the support 
departments which provide learning resources and hotel services for the College. 


Applicants should have a higher degree (preferably an MBA) supplemented by appropriate 
professional qualifications and should have established a career in management development. 
Additional experience in industry or commerce would be an asset and particular consideration 
will be given to candidates who have spent some time in employment outside of the United 
Kingdom. Critical to the post is the ability and enthusiasm to continue the development of 
Ashridge’s teaching services in order to take advantage of new markets and opportunities 
for internationalisation. i 








Salary will be negotiable and the College offers an excellent benefit package which includes 
car, private health insurance and a generous pension scheme. 






Applications should be made by submitting a fuli curriculum vitae and covering letter 
by 9 October 1989 to Lorna Moore, Personnel Officer, Ashridge Management College, 
Berkhamsted, Hertfordshire HP4 1NS, England. Telephone: National — 044284 3491; 
International — 44 44284 3491. Telex 826434 ASHCOL G. Fax 044284 2382. 









MANAGEMENT COLLEGE 





Chief Executive Officer 


The Royal Botanic Gardens, Kew, Foundation is to be created to raise fu 


nds for the Royal Botanic Gardens, Kew. The Board of 
' Trustees, as well as the scope and activities of the Foundation will be international. 


The Foundation will raise: 
endowment 

@ gifts 

Q research grants 

@ sponsorships . 

@ funds for capital projects. 






In addition, the Foundation will have overall responsibility for the management of a subsidiary organisation, the “Friends of the 
‘Royal Botanic Gardens, Kew". 











e closing date for applications is 31 October 1989: 





ECONOMISTS 


APPLY YOUR BUSINESS SKILLS TO 
OUR COMPLEX BUSINESS 


Our Corporate Planning department is the focal point of economics and a proven success record in industry, 
. our diverse activities. Activities which are carried out on government, finance or research. 

.a worldwide scale. Future prospects are, of course, excellent and you can 
-Now - due to internal changes - we're Seeking one or develop your career both in economics or across the 
more highly experienced economists to become totally range of our international businesses. You can also 
involved in the issues which will have a major impact on expect an attractive salary and a full range of big- 
our growth and profitability. Such as Macroeconomic company benefits. 

- forecasting. Energy analysis. And the economics of 
Corporate finance and planning. 








For more information please write, with full CV to Mike 
Hayton, Head Office Personnel Unit, Brittanic House, 
You'll need a minimum of two years’ experience. in Moor Lane, London EC2Y 9BU. 


.. addition, you should have a post-graduate qualification in BP is an equal opportunity employer. 





m pyramid to pillar: Population 

| change and social security in Europe 

A topical and thought-provoking book examining how 

the unprecedented ageing of European populations will 

fluence the future of social security. It considers family 

| policies and their possible impact on demographic 
trends, retirement pensions and the cost of medical cate. 

| Innovative solutions which are economically feasible and 

] meetthe specific needs of the elderly are stressed. 

{ISBN 92-2-106497-2 (hard) £17.60: USS28; SF40 

| ISBN 92-2-106456-5 (limp) £12.10; US$19.25; SF27.50 


| Conditions of work digest. 


| Part-time work 
|. Vol 8, No 1, 1989 
Part-time work is widely condemned as a threat to full- 


Y timejobs, aprecarious form afamploymentand a source 


of unequal treatment of women workers. It is also 
| defended as a means of reconciling the needs and 
-] preferences of workers with the operational require- 

ments of eriterprises, of creating jobs, of benefiting 
workers with family responsibilities, older workers and 
other special groups. This issue, containing extensive 
information on part-time work throughout the industria- 
lised world, isessential reading forthose concerned with 
: national labour policy, the practice of collective bargain- 


-i ing and the concrete problems of applying new working 


time arrangements. 

ISBN 92-2-106508-1 
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Interest Rate Spike? 


Why do Forbes, The WallStreet Journal, Business 
Week, Money and Barron's quote financial 
forecasts from Young's World Money Fore- 
cast? The answer is Richard C. Young's "unique 
analytical approach" to forecasting and his 
“uncanny accuracy." Nowin its eleventh year, 
eis Young's World Money 
Forecast is one of the 
most widely read busi- 
ness and investment 
forecasting services. 
A three issue introduc- 
tion is yours for next to 
nothing. You will receive Young's latest forecasts 
for interest rates, gold, currencies, the stock 
market and the U.S. economy. Just send this ad 
along with #1 and your name and address to: 


Young Research & Publishing, Inc. 
Federal Bldg., Thames St, Newport, R.L. 02840 
LI 
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w&P RLD MONEY FORECAST 
An Introduction for New Subscribers Only 


The more you know, 
the more business you will do. 
The Cambridge Encyclopedia 


of India, Pakistan, 
Bangladesh, Sri Lanka, Nepal 


Edited by FRANCIS ROBINSON 


£30.00 520 pp. 


0521 334519 


The Cambridge Encyclopedia 
of the Middle East and 
North Africa 


Edited by TREVOR MOSTYN 


£30,00 504 pp. 


0521 321905 


Uniquely comprehensive full- 
colour reference books. 


1 Cambridge 
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to Eastern Europe — 
USSR B New Management eiaons 


Manual on Trading with the Socialist 
Countries of Eastern Europe — 
E.87.1.D.11 25.00 113pp. 


United Nations Publications, Sales Section 
New York, NY. 10017 o0: 
TEL. No. (212) 963-8002 
FAX. No. (212) 963-4116 


THE GREEN REVOLUTION 
AND THE ENVIRONMENT 


TREVOR BROWN ASSOCIATES 
Suite 7, Charing Cross Road 
London WC2H OLN 


$45.00 JHUPress 701 West 40th St. 
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To say that Alcatel offers the most adva 





To get the full picture of Alcatel's technological 
expertise, you have to look that little bit further 
than the earth beneath your feet. Because, right 
now, Alcatel is continuing to conceive, design, 
build and service the most advanced systems in 
every area of communications. 

From satellite systems, including the prestig- 
ious, multi-national Intelsat VII project, to undersea 


cables, such as the 2,500 kilometre link constituting 
Tasman 2. 

Yet, retaining a position at the very forefront of 
communications systems technology takes more 
than just expertise and inventive inspiration. It also 
takes money. And a good deal of it. To date, Alcatel 


invests some S1 billion every year in Research 
and Development. 


^. 


| technology on earth is not strictly true. 


In doing so, Alcatel is perfectly positioned 
to design and manufacture across the full, yet 
ever-growing range of communications systems. 

These include Public Network Systems, Trans- 
mission, Business Systems, Cables, Network 
Engineering and Installation. 

it's a commitment that is destined to take Alcatel 
well into the future. No matter where the future lies. 
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Alcatel n.v., World Trade Centre, 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands 
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will act as REIT advisor 


Morgan Guaranty acted as financial advisor to 
- Metropolitan Life Insurance Company and 
Met Life International Real Estate Equity Shares, Inc. 
and privately placed the common stock | 


JPMorgan 
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The month Amazonia burns 


N THE feast of St Bartholomew, Brazil- 
ian farmers consider it lucky to start 
burning the scrub off their land. Some of 
their fires, and others lit to clear virgin soil, 
spread into the wondrous rain forest of the 
Amazon, raging through the month of Sep- 
tember. As they blaze, some of nature's mir- 
“es vanish for ever. Brazil contains nearly 
..2third of all the world's tropical forest— 
and a greater variety of plants than any other 
country. The Amazon has more types of fish 
than in all the rivers of Europe; the trees are 
home to more species of bird than in all the forests of North 
America. Somewhere in the Brazilian jungle may grow cures 
for cancer, or AIDS, or malaria. By allowing the destruction of 
this cornucopia, Brazil has acquired a reputation—especially 
among the young—as the world’s environmental thug. 

Some of the indignation directed against Brazil has been 
deeply hypocritical. No government can say, hand on heart, 
that it has not encouraged a bit of environmental thuggery in 
its time. America is still subsidising logging in the Alaskan 
Tongass, the last great temperate rain forest; Britain—con- 
versely, but just as wrongly—is subsidising tree-farming in the 
Scottish Flow country, the last great water-logged wilderness 
of northern Europe. The roads into the Amazon, which have 
often opened it to damaging settlement, have generally been 
built with the help of first-world donors; the timber taken out 
* is found its way into first-world sitting rooms. 

Viewed from Brasilia, some of the demands made of Brazil 
by western greens seem ludicrously unrealistic. Amazonia, af- 
ter all, covers more than half of the country’s land area. It 
contains the world’s richest deposit of iron ore, and other 
mineral resources that have barely begun to be explored. 
Some of it could undoubtedly be turned into productive farm 
land. Should it be left unexploited? Its Indians have (in the- 
ory, at least) a tenth of the country’s territory laid aside for 
them—an average of 1,000 acres for every man, woman and 
child. Should they complain, when 10m rural families in Bra- 
zil have no land to call their own? Exaggeration abroad fosters 
paranoia in Brazil, which has always suspected that other 
countries want to get their hands on the Amazon, as the larg- 
est under-inhabited but habitable territory. Such fantasies 
feed on calls to internationalise the Amazon. 

Whether Brazil likes it or not, though, the rest of the 
world has a legitimate interest in what happens in Amazonia. 
The medical secrets locked in its plants may cure the sick of 

many countries; the genes of its wild plants may reinvigorate 

crops that feed billions of people. Besides, as growing trees 

lock up carbon and burning or rotting trees release it, the 
a e xt 












destruction of the Amazon has a double im. 
pact on the carbon accumulating in the 
earth's atmosphere. Brazil’s own climatolo- 
gists reckon that the burning Amazon ac- 
counts for up to 25% of global carbon-diox- 
ide emissions. Many scientists think that 
atmospheric carbon dioxide is disastrously 
causing the earth to warm up. If so, Brazil’s 
tree-burning will be blamed as much as Amer- 
ica’s cheap-energy policies or China’s deter- 

mination to burn its vast stocks of coal. 

But Brazil, as its press and even its govern- 
ment have begun to realise, has a powerful interest of its own. 
in preserving its treasure. À growing body of evidence, much 
of it collected by Brazilian scientists, suggests that forests feed 
rainfall, as well as absorbing it. Cut trees down, and nearby. 
regions suffer higher temperatures and more drought. The 
destruction of Africa's jungles may well have caused the Sa- 
hara to advance; destroy the Amazon, and large tracts of cen- 
tral and northern Brazil might suffer the same fate. 

Mammon, as much as nature, should persuade Brazil to 
conserve the Amazon. Much deforestation results from activ- 
ities fostered by bad fiscal policies: from cattle ranching de- 
signed to mop up tax losses, from unprofitable hydro-electric 
schemes built to provide under-priced electricity, from iron 
smelting built with lavish state aid, from small farmers dis- 
placed by the subsidised mechanisation of big farming in the 
south, President Sarney has begun to put a stop to cattle- 
ranching subsidies. A strong, sensible government would save 
itself money, and ultimately create more jobs, by ending all 
such fiscal folly. Many of the schemes that spring up where 


the trees come down are intrinsically uneconomic. 
Lh) 


Out of the trees and into the supermarket f 
Brazil could make a better living from keeping its forest an 


exploiting it sensibly than from destroying it. Botanists- 
turned-economists, studying the value of forest products in 
local markets, reckon that fruit, nuts and rubber may be 
worth more than twice as much as the same land logged o 
turned into cattle pasture. 
The best way the rest of mankind could help to save the 
Amazon would be to show Brazilians that this is true. Up te 
now, commercial companies from the rich world have done 
virtually nothing to support research into the marketable 
products of the rain forest. The job of identifying new medi- 
cines, aromatic oils and timber, and of showing how they 
might be sustainably exploited, has been left almost entirely 
to an underfinanced handful of Brazilian research institutes. 
By strengthening these institutes, and by turning the Am azon 
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a vast research laboratory, willing governments could 
lp to internationalise the rain forest by the back door. Pack 
with botanists, climatologists, hydrologists and pharmacists 
ho will bring in spending power and bring out new ideas: 
ientists are likely to be more successful conservationists 
an innocent Indians or under-equipped forest guards. 

But identifying rain-forest products is just part of what 
needs to be done. Marketing them is ultimately still more im- 





portant. Only commercial companies can make the vital link 
between the growing plants and the supermarket shelves. 
One factory making, say, rain-forest perfumes or fruits-of-the- 
forest icecream (as a few are now starting to do: see page 89) 
would be worth many furious letters of protest to the World 
Bank. If the rain forest standing really has a greater value than 
the rain forest destroyed, the world’s consumers have the 
money to prove it. 





They did what he said 





















HEN you stroll into the office after a hard-earned holi- 
day, it is disconcerting to find that the troubles you left 
behind have grown bigger, not smaller, while you were away. 
happened to Mikhail Gorbachev when he got back to Mos- 
cow this week. His horribly difficult job has become harder 
ll, because of two things he had hoped would not happen. 
.. One is a sudden extension of the turmoil in Eastern Eu- 
tope, the outer rim of Russia's empire. It has spread to East 
rmany, whose rulers have been stubbornly refusing to sub- 
t to perestroika. Thousands of East Germans have grown 
-of waiting. They are flocking to freedom in West Ger- 
y, where they have automatic right to citizenship, either 
ugh legal emigration (at least 90,000 expected this year) 
r by way of the new Hungarian route round the Berlin wall. 
Preparations are under way to allow anywhere between 5,000 
nd 20,000 East Germans through the disappearing iron cur- 
tain between Hungary and Austria, and so on to Bavaria. East 
Jermany's Communists are in a panic, made worse by re- 
ports of the illness of their boss, 77-year-old Mr Erich 
lonecker, who built the Berlin wall his people are now 
ircumventing. 
The race for freedom in Eastern Europe delights che West, 
also worries it—because it faces a potential torrent of ref- 


rkey has closed its border with Bulgaria, unable to cope 
er more than 300,000 ethnic Turks had flooded across. 


began to show in March's election, when many voters 
took the chance to slap down the Communist establishment. 
Then more than 300,000 miners in the Ukraine and Siberia 


The changes Mikhail Gorbachev has set in motion are moving beyond his control 





went on strike, creating the beginnings of independent trade 
unions. And national self-assertiveness—the toughest cl 
lenge of all for Mr Gorbachev—has sharpened across the | _ 
viet Union. From Tallinn to Tbilisi, along the inner ting of 
the Russian empire, demands for more local power are be- 
coming calls for outright independence. 

Mr Gorbachev is no longer in command of these forces. 
Not long ago he seemed to be his country’s leading radical; 
now people with even more radical ideas are streaming past 
him. One result is that perestroika may soon be genuinely 
irreversible. Another is that Gorbachev-the-cajoler has be- 
come Gorbachev-the-compromiser. He presents himself as 
the mediator between extremists of “right” and “left”. He 
still pretends to lead the drive for reform, but more and more 
it is leading him. 

The centre is shifting fast, as nationalists and would-be 
democrats grow bolder. Mr Gorbachev must move with 
them, or side with the conservatives who would like to impose 
some old-fashioned Leninist discipline—if only they could 
think how. He was consulted, in his holiday retreat, about the 
Central Committee’s warning to the Baltic republics at the 
end of August. Is that a hint of what is to come? Reform ` 
hope not, for a crackdown in the Baltic could be the beg _ 
ning of the end of his whole reform adventure. x 

The thought that the mood in Moscow could change 
abruptly is one reason for the recent quickening of events 
throughout communist Europe. East Germans go west before 
new travel restrictions are imposed; Poles and Hungarians 
want to be as far as they can on the road to full democracy lest 
the Brezhnev doctrine get reinvented; Balts strive for inde- 
pendence while they feel they have the chance. The harder 
they push, the more they frighten conservative communists. 

After Tiananmen Square, the world remembers what can 
happen when frightened communists abandon any pretence 
of democratic scruple. But the Soviet Union is not, or not-yet, 
where China was in early June. It is fraying at the edges, but 
no horde demanding democracy is encamped just outside the 
Kremlin. Some of Mr Gorbachev’s colleagues worry where 
perestroika is taking them, but all realise that the Soviet 
Union had to escape from the dead-end of pre-Gorbachev 
days. Mr Gorbachev can survive if he rams home to the 
doubters the truth that communism must change or die. 

















could save itself from irrelevance 


T3 RITAIN' S trade unions have had their conference; its 
two big political parties do not have their's until Octo- 
. For three weeks it is the turn of the minor parties—the 
emocrats, the Social Democrats and the Greens. Many peo- 
. ple will yawn, and enjoy the last of the summer. These three 
conferences are unimportant, they say, since Britain has re- 
_ turned to two-party politics. The yawners are wrong. 
Between them, the three minor parties polled 2296 of the 
vote at the elections to the European parliament. Mr Paddy 
< Ashdown's Democrats, who have had a terrible year, regu- 
so dy win a higher share of opinion-poll votes than do West 
- ermany's Free Democrats, who hold senior cabinet portfo- 
- lios. Even at their present level of support (around 796), the 
Democrats could still hold the balance of power after an elec- 
tion in 1991 or 1992. 
That is something to which the Greens cannot aspire. 
True, they did get 1596 of the votes in the European elections. 
-.. But Britain's voting system punishes support, like their's, 
which is evenly spread across the country. If Greens and 
.. Democrats each polled 10% in a general election, the Greens 
- would win no seats; the Democrats, with their support more 
. concentrated in traditional Liberal areas, might have 15. 
~The Greens know that until Britain's electoral system is 
: aca: they will be more of a pressure group (albeit a 
eighty one) than a conventional political party playing the 
ninster game. Dr David Owen's Social Democrats—the 
mp of the party which refused to merge with the Liberals to 
form the Democrats last year—are in the same position, 
: though they pretend they aren't, since they hold three par- 
liamentary seats and since Dr Owen still thinks he leads a 
. oper political party. 
= Without electoral pacts, the Social Democrats will lose at 























e overcrowded centre 


Three minor political parties in Britain is two too many. The third 







least two of those seats next time. Dr Owen's days as the leac 

er of an independent party afe finished, and his rich bac 
should tell him so. If he wants to grace the cabinet ta 
again—and why shouldn't he?—he should rejoin Labou 
which he left in 1981 but whose praises he has been singing in 
public and private all year. 









The fault is in ourselves 


At present, Dr Owen is doing no more than wreck 
chances of the only group in the centre that can win Wes 
minster seats, and that is the Democrats. Yet if Mr Ashdo 
thinks he and his party's problems are all of Dr Owen's ma 
ing, and would be solved by an act of generosity on the d 
tor's part, he is deluded. 

For the mess that the Democrats have got themselves 
is largely of their own making. They have bickered over th. 
name, to the bemusement of those whose votes they ne 
Most of their MPs, who think Mr Ashdown a tiro, have sulke 
in their tents. They have failed to come up with policies. 
tractive to those repelled by Margaret Thatcher but as 
unconvinced by Labour's new moderation. 

They now have a last chance to put things right. There 
signs that they will agree to call themselves Liberal Dem 
crats, which is what erstwhile Liberals have always wa 
They have found distinctive policies both on Britain's pla 
in Europe and on its constitutional arangements: they mu 
now sell them. But above all, if they are to have any f 
worth the name, they must support Mr Ashdown. He may 
less than a great man, but he is more than the best leader h 
party has. He is the best leader it could have, which is quite a 
different matter. Unless his colleagues admit this, they will all 
join the Greens in the pressure-group world. 
























Tough traders come last 


In the end America's tactics on trade policy will backfire 





Bs America still believe in free trade? As the country's 
‘trade deficit has mounted during the 1980s, more and 
more Americans have forgotten that their 40-year commit- 
ment to free trade has been the bedrock of their current pros- 
.petity: Instead, many now see America not as the leader of 
"world trade but as the biggest loser from it. The administra- 
ion is under increasing pressure to “lay it on the line" with 
ountries that run the biggest surpluses with America. 
they open their markets to American goods or Amer- 
aliate by limiting their access to its market. People 
yn reckon this threat is the best negotiating chip 























the country possesses. Sounds reasonable? So did 
Strangelove, until someone pushed the button. 

America’s tactics are based on two profound miscon 
tions. The first is the deeply felt belief that America is mo 
open to imports than other economies. It used to be, but Ro 
ald Reagan changed that. Beneath the free-trade rhetoric M 
Reagan was the most protectionist president since Herbe 
Hoover—and that is according to Mr William Niskanen, w 
served on Mr Reagan's Council of Economic Advisers 
steel, cars, textiles, sugar and other goods, the American r 
ket is now at least as protected as Europe's, and consid abl 








nore protected than Japan’s. 
- The second misconception is that using threats as a crow- 
ar to open up foreign economies helps America compete in- 
ernationally. Between 1980 and 1987 America launched 60 
nvestigations under section 301 of its trade legislation into 
"unfair" trading practices by other countries. The results 
ere unimpressive. Often they took the form of a quota for 
ncreased American exports, thus reducing pressure on its 

nufacturers to out-compete their global rivals. 
. Section 301 has, however, helped to keep Congress at 
arm’s length from trade policy. That is useful. Last time Con- 
ess took charge of American trade policy, it produced the 
moot-Hawley act, which cut trade between the 75 biggest 
conomies from $3 billion in 1929 to $1 billion three years 
ter. The problem for Mrs Carla Hills, President Bush’s chief 
tade negotiator, is that Congress reckons the crowbar has 
ot achieved its desired results because it has not been used 
orcefully enough. Last year Congress upgraded it to “super” 
1. Now it wants results. 


lay tough, feel good 

o win applause in Washington, Mrs Hills has to dent Ameri- 
’s $50 billion trade deficit with Japan. She would be politi- 
lly unwise, though economically honest, to point out that 
ose billions have little to do with unfair Japanese restric- 
ons on American goods and services. The real problem is 
hat Americans spend more than they save and that most 











American companies do not make things that Japanese con- 
sumers want: try fitting the average American fridge into a 
Tokyo kitchen or driving an Oldsmobile around Japan’s nar- 
row streets. Over the past three years Japan’s imports of man- 
ufactures have soared by 30% a year; America’s share of those 
imports has slumped from over one-third to one-quarter. 

To appease Congress, Mrs Hills has had to send negoti- 
ators to Tokyo for talks about a “structural impediments ini- 
tiative’’—a polite name for super 301 (see page 33). These 
talks would be merely farcical if they did not threaten to do so 
much harm. Distortions in the Japanese property market and 
distribution system do indeed reduce the amount Japanese 
consumers have to spend. But American pressure will actually 
hinder reform by making the Japanese that are already push- 
ing for it seem to be acting in the interests of foreigners. 

What should America do instead? It should realise that 
the Japanese government can change its policies but it cannot 
change Japanese society—at least not overnight. The best way 
to win policy changes is to be specific. America should st. 
with the products it cited in its designation of Japan as .... 
unfair trader—satellites, supercomputers and timber—and 
pursue its specific complaints in the council of the General 
Agreement on Tariffs and Trade (GATT). However imperfect, 
GATT is the closest there is to an impartial mechanism to settle 
trade squabbles. Its rule of law is infinitely preferable to rule 
by man, especially by bully-boys. Unless America is seen to 
recognise that, Dr Strangelove will have the field. 





aving Docklands 


own by the Thames, Europe's biggest property development is in trouble. It needn't be 


ESTERDAY it was being hailed as a white rabbit out of 
the hat. Now there is talk of it being tomorrow's white 
ephant. Yet London's Docklands is not just the biggest 
perty development in Western Europe; it is also 81) 
ware miles of twenty-first century London, perched on the 
edge of today’s congested city. How can confidence in its 
ong-term future be such a fragile thing? 
Docklands was born with the Thatcher era and was in- 
nded to exemplify it: hence much of its fascination. It was 
nched as the new town that would be built by free enter- 
'rise, not by public planners. But when the private sector and 
Docklands were still complete strangers, the government had 
© do something to make a match between them. It is now 
ear that the government chose the wrong something. 
It pushed subsidies into Docklands via cheap land sales 
d tax holidays, instead of spending money directly on infra- 
ucture—above all, on transport. Át the time (and since) it 
lefended this choice of subsidy on the grounds that no gov- 
rnment could build expensive roads and tube-lines across a 
prawling wasteland, in the hope of serving a community that 
ad yet to appear. [n fact, once the government had an- 
ounced that it would commit public money to Docklands, 
that is exactly what should have happened. From this mis- 
taken choice has come two disastrous consequences. Both, in 
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recent months, have hit confidence hard. 

First, the gushing land and tax subsidies hopelessly dis- 
torted the economics of construction in Docklands. As ai * 
sult, developers put up too many trendy houses and too mu... 
office space— including 6m square feet in Canary Wharf, due - 
for completion in 1991. Both sorts of building are now 
squeezed by a shortage of demand, aggravated by scare stories 
about the difficulties of travelling to and from Docklands. 
The government has learnt the lessons of this original mis- 
take, so its contribution to the next phases of redevelopment 
will concentrate on infrastructural spending. 

Second, though, the postponement of infrastructural in- 
vestment in the early 1980s had a consequence which neither 
the property developers nor the civil servants expected. 
When, belatedly, the government began to plan big transport 
schemes, it discovered the fatal charms of mixing public and 
private money. In its quest to restrict public spending, it 
asked the property companies to help finance schemes that 
had hitherto been paid for entirely by the state. The haggling 
over who pays what has inevitably become. a tense game of 
poker. To play its hand, the government has just as inevitably 
had to imply that an inadequate offer from the private sectór 
might lead to the projects being shelved indefinitely, irrespec- 
tive of their intrinsic value. EN t 
















The latest and worst example of call-my-bluff infrastruc- 
involves a tube-line extension into Docklands. The gov- 
ment has estimated the cost at £900m, and wants £600m 
of that to come from a few developers reckoned to be the 
“main beneficiaries. This week civil servants have started look- 
‘ing at the developers’ response. Ministers plan to lay down 
their cards in two weeks’ time. As in all poker games, none of 
this bargaining has been scientific. It has been based on hasty 
estimates of the private gains hanging on the tube extension, 
without any real regard for its wider social benefits. And it has 
scared the developers into thinking that ministers are not 
really committed to Docklands after all. 










Back to basics 
The government will avoid this kind of damage in future only 
-by sticking to more traditional Treasury games. Where the 
economics of a project involves huge externalities, as is usu- 
ally the case with urban transport, the public sector must be 
sponsible and its costs must be treated as public spending. It 
then up to the government to obtain the best value for 















money on the taxpayers’ behalf. Ministers should use 
time-proven rules to untangle the next mixed-financing i 
broglio, which involves British Rail and the cash for Lo 
don’s link to the Channel tunnel (see page 69). 

In Docklands, though, the damage has already been don 
The government must now cast a cold eye on some develop 
ers’ prospects. If the proposed tube extension has become 
more than a lifeline for private companies stranded in 
wrong place with the wrong projects, it should not be buil 
public expense. Either the private companies should pay fc 
themselves, or they should accept the losses of bad comm 
cial decisions: that’s capitalism. But if the new tube-line rea 
is a piece of London’s infrastructural jigsaw, with huge be: 
fits that stretch right across southern England in the form 
reduced congestion and urban sprawl, then let the go 
ment explain those benefits and let the public sector pa 
it. If the developers had all along been promised a tube-lin 
(the truth is still unclear), fair enough: they would gain just : 
they had expected to. If not, then the Treasury could legi 
mately try to claw back some of their windfall. 





















A modest monetary union 


Europe can have a single currency without central control from Brussels 


"JUST a year ago most well-informed people would have 
| treated talk of a single currency for Europe as so much chat- 
ter. Only last January, after the idea had begun to be taken 
seriously, Britain's chancellor could still dismiss it as a silly 
. distraction from the real business of dismantling Europe's 
‘trade bartiers. But when Mr Nigel Lawson joins Europe's 
other finance ministers in Antibes on September 8th, even he 
will want to talk mainly about monetary union. The issue has 
acquired a momentum that may now prove difficult to check. 
^ Unfortunately, the ministers, and nearly everybody else, 
ave so far looked almost exclusively at the how and not at 
the what. They have concentrated on the next small steps 
towards closer monetary integration, and hardly bothered to 
ask where those steps and the ones that might follow are in- 
tended to lead. The Delors report, the biggest piece of work 
that officials have so far produced on the matter, was specifi- 
cally charged to do this. It took the goal of an undefined "eco 
nomic and monetary union" for granted, and suggested three 
stages by which it might be achieved. Most talk since has been 
about the gritty details of stages one and two. In Antibes the 
finance ministers need to put these matters of mere process to 
one side and start discussing some basic aims. 


"Two ways to merge 

The Delors report implicitly looks forward to a United States 
of Europe. The removal of trade barriers and the creation ofa 
` single European money must, it assumes, go hand in hand 
with a bigger say for Brussels in many other aspects of eco- 
‘nomic policy. In particular, the report favours “binding 
les" on national decisions over taxes and public spending. 












Europe becomes more like a single national economy, the 


































Delors report believes, it must be managed as such. 
An entirely different vision of monetary union is w 
pondering. This welcomes the removal of trade barriers 
the economic benefits it would bring, and urges the crea 
of a single European currency to make them all the gr 
But that is all. No need to shift other aspects of econ 
policy to an expanding tier of Euro-government. The Twe 
would be not a United States of Europe but a wide-ran: 
free-trade area with, in effect, permanently fixed exch 
rates. The most recent experience of such an arranger 
was the pre-1914 gold standard. Too remote, no doub 
have much political relevance—but the economics is as good 
as new. The minimalist approach is entirely feasible. 
Is it really preferable? In a paper for the Delors comm 
that will be much discussed in Antibes, Mr Alexan 
Lamfalussy, head of the Bank for International Settlemen 
argues that a Community-wide fiscal policy makes sense ev 
if it is not strictly essential. Without it, a single currency 
encourage governments to borrow recklessly. They wou 
longer need to worry that over-borrowing might ca 
on their national currencies. Moreover, financial mark 
would expect other member countries to bail out g 
ments unable to service their debts. The markets would t 
fore fail to discriminate between good borrowers and 
They would ask the same interest rate of both, indulgin: 
over-borrowers at the rest of Europe's expense. 
Mr Lamfalussy draws a logical conclusion from a i 
premise. If financial markets are to exercise discipline o 
government borrowing, there must be no question of re 
for the profligate. That is essential. But if government 
it clear that they do not stand behind each other's ebt 


















ad that will be easier if they steer clear of jointly conducted 
fiscal policy—the discipline on their borrowing would actu- 
ally be stronger than at present. 
The vital point is that governments would no longer have 
access to the printing press, so could not inflate their way out 
of debt. This denies spendthrift treasuries their favourite rem- 
edy for over-borrowing. The financial markets could there- 
fore make a sharper distinction between good and bad bor- 
rowers, based on a clearer view of capacity to repay. Heavy 
yorrowers would see a risk premium slapped on their interest 
rates (which is what already happens to companies, and they 
© are unable to print money to repay their debts). If any- 





thing, governments would take more fiscal care, not less. 

Perhaps a Europe-wide fiscal policy might nonetheless be 
a good thing in itself? Without it, Mr Lamfalussy argues, “the 
global fiscal policy of the monetary union would be the acci- 
dental outcome of decisions taken by member states". Quite 
so. The earth's global fiscal policy is likewise the accidental 
outcome of the decisions of its member states. That hardly 
makes the case for a single worldwide policy. As this debate 
proceeds, Europe does need to decide how much fiscal power 
it wants to move from national governments to Brussels. But 
let it make that choice on its merits—and reap the benefits of 
free trade and monetary stability regardless. 





irow up, Taiwan 


























RGETIC, entrepreneurial, vibrant little Taiwan has 
been a dazzling economic success for more than two de- 
cades. It is well past the vague and coy line that separates 
veloping” countries from "newly industrialising"" ones. 
aiwan's next steps, emulating Japan's ascent to the ex- 
title of "advanced" economy, are under threat. The rea- 
son is Taiwan's own reluctance to bring its financial system 
) to the standards its economy needs. 
Taiwan’s stockmarket is a rigged casino with a phenom- 
turnover. Its banks are constipated by a diet of state con- 
. Its family-controlled firms equate accountancy with tax- 
ding creativity. Its courts react not just to the lawbooks, 
t to the nudges of the influential. Critics say it is as free- 
heeling and corrupt as the Philippines, but then admit it is a 
ee wheel that works. Whereas the Philippines is barely able 
make ends meet, Taiwan's 20m people have $75 billion in 
n-exchange reserves—the world's largest after Japan's. 
an had a trade surplus of $13.8 billion last year. | 
The Taiwanese have grown rich through working hard in 
family businesses, making everything from handbags to 
ports shoes. In the 1960s Taiwan started making cheap um- 
brellas; within a year it was the largest umbrella-exporter in 
the world. Why change a formula that works? The answer is 
hat otherwise it will soon stop working. Taiwan is now beset 
by lots of poorer Asian competitors, a labour shortage and 
rising costs. In future it will not be able to compete just by 
using its old low-cost vibrancy. The cure is to create more 
pital- and knowledge-intensive businesses, to turn jeans- 
makers into precision engineers. That will require the kind of 
money and advice that come with professionally managed 
rporations dealing in open financial markets. Raising 
money from the family and keeping decisions close to the 
thest will not produce Taiwan's goods of the future. 


t was fun while it lasted 

e Taiwanese government recognises that the economy 
must be modernised. That is why—after much pressure from 
erica—the New Taiwan dollar has been allowed to appre- 
iate and import restrictions are gradually being removed. 
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e next stage of economic growth needs a modern financial system 








Talk of reform—especially trade liberalisation—has not been 
entirely futile. But the financial changes necessary for a long 
and sustained move upmarket are being resisted. 

Taiwan's ruling Kuomintang (KMT) party moves with the 
caution instilled by 40 years of looking across the Taiwan 
Strait at the communist enemy. A capitalgains tax an- 
nounced a year ago to cool a febrile market has been whittled 
away to irrelevance; the same may happen to a proposed tax 
on share transactions. A drive against some 200 illegal 
pseudo-banks—they were able to pay interest rates to deposi- 
tors of 4-10% a month by buying shares and then conspiring 
to drive the market higher and higher—is faltering fast. 
Moves to privatise state corporations, and a new law allowing 
foreign banks and brokers to compete in Taiwan, promise far 
more than they will quickly deliver. 

Retreat follows advance because every segment of Tai- 
wan's society—from KMT elders to Taipei bar-girls—believes 
it has a vested interest in the status quo. The Taipei stoc!” 
market (see page 105) feels it should continue as a one-w. . 
bet. With abundant savings and few alternative investments, 
the puny assets of the Taipei market are now capitalised at 
$250 billion. Its daily turnover occasionally exceeds $4 bil- 
lion, the highest in the world after Tokyo and New York. The 
government, facing elections in December, finds it hard to tell 
the voters that the bubble must eventually burst. 

No political party likes to add height to an electoral hur- 
dle. But, after victory in December, the kmr will have no ex- 
cuse to shirk unpopular action. The choice is simple, if cruel. 
Taiwan can move into a world where markets go down as well 
as up; where corporations tell their shareholders, and the tax 
man, the truth; and where earnings are invested in high tech- 
nology. That is how Japan built on the affluence it won with 
the kind of cheap and shoddy exports Taiwan now sells. The 
alternative is to live in a fools paradise until a new competi- 
tor—the Philippines, or Bangladesh, or communist China— 
comes along with cheaper labour. With a GDP per head of 
$6,000, and their present sorts of industry, the Taiwanese are 
becoming easy to undercut. 



















It pays to put your trust in the best, rather 
than in the first thing that comes along. Parti- 
cularly in a field as complex and important as 
employee benefit planning for multinational 
companies. A field in which SWISS LIFE is 
undisputedly the best. 

The reason? SWISS LIFE and its inter- 
national Network offer the Swiss Life Feeling, 
which means qualities money alone can’t buy: 
dependability, perfectionism, trustworthi- 
ness. Plus typically Swiss insurance and 
money management expertise. Every Swiss 
Life partner company around the world meets 
these criteria. At SWISS LIFE, nothing less 
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Why not contact Swiss Life's Zurich. 
headquarters or your local Swiss Life Netwo; 
Partner? You'll soon see for yourself how the 
benefits of the Swiss Life Feeling can also be 
expressed in figures, figures that talk. 

Doesn't it feel good to know you're 


working with the very best? 
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In 1974, the SS SAMSUNG GROUP sold $05 million worth of semiconductors. By 1988 it had 


increased sales to $905 million a year, Making it the fastest-growing producer in the world. 
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Front runners 
in the field 


of property 


Guess who has more projects under 
Starters orders- be it Business Parks, 
Golf Courses, Shopping Centres or 
City Centre Offices ? 


INNOVATORS IN SOUND PROPERTY ADVICE 


London Edinburgh Leeds Paris Frankfurt Dusseldorf Hamburg New York Tokyo 














JAPAN’S CONSUMER BOOM 


The pricey society 





ONG among the world’s most zealous 
savers, the Japanese are learning to 
spend with gay abandon. After 40 years of 
toil, they have suddenly been urged by their 
wernment to grab the fruits of it. Duti- 


-~ gully, they are doing so. But there is a worm 


in the satsuma: they are not getting value for 
money. 
The spending is a sight for western eyes. 
In a roaring retail boom, Japan's consumers 
have splashed out on gourmet food, giant 
television sets, sports goods, exotic holidays, 
high  culture—and, above all, glitzy 
jewellery, designer clothing and fancy cars. 
Social critics call it the "prawns and 
Pavarotti" phenomenon. The pricier the la- 
bel, the better-—Louis Vuitton in the hand, 
Rólex on the wrist, Yves Saint Laurent on 
the back and a big BMW out- 
side the door. 
Practically everyone is 
doing it, the middle-aged al- 
“most as much as the young. 
The average Japanese house- 
hold has chalked up Y19m 
($135,000) in bank deposits, 
shares, bonds and insurance 
3olicies. With this cushion of 
“wealth behind them, families 
no longer struggling to pay 
off their mortgages are now 
spending like sailors for the 
sheer, unfamiliar fun of it. 
Most of all, though, it is 
single women in their early 
20s who are driving Japan's 
retail revolution. In typical 
clerical jobs, they earn 
'X170,000 or so a month (ie, 
$20,000 a year with bonuses), 
live at home for free, fork out 
¥400 for a canteen lunch, 
and have their commuting 
‘costs paid for them by the 
company. After deductions 
for taxes and insurance, they 
care left with ¥135,000 a 
moth sto- throw around. 
C fTheit-mothers scrimped and 
saved for decades. Not for us, 
“sal e daughters. Their 





E Japan’ s consumers are in the midst of a glorious spending boom—and are 
.. paying needlessly high prices for the privilege 


favourite pastime is shopping—anywhere. 
Airlines report that young Japanese women 
go to Hongkong with 15 kilos of luggage and 
come back with 35. 


How the boom happened 


So much money has been passing over the 
sales counters that the domestic side of the 
economy has been expanding at a lively 6% 
a year in real terms for the past three years. 
Meanwhile, the external surplus has been 
shrinking by an annual 1% of Gnp. In short, 
Japan has delivered on the promise it made 
four years ago to switch from single-minded 
dependence on exports to growth led by do- 
mestic consumption, even of other coun- 
tries’ goods 

That the economy could flip so fast has 









































surprised even the Japanese. Three things 
quick succession helped it along. In 1 
Plaza accord of September 1985 the wor 
leading finance ministers unleashed the y 
cheapening Japan's imports and exposi 
marginal manufacturers to real competiti 
from abroad. Companies retrenched, esi 
cially in heavy industry, but rushed: i 
businesses that gained from the high ye 
tailing, leisure, travel, entertainment, t 
dia, office automation and anything to 
with goods from abroad. This is wher 
new, well-paid jobs have sprung up. : 
Meanwhile, the biggest stockmar! 
boom ever had just got under way. 
Nikkei index went from 11,545 in Januai 
1985 to 26,460 just before the crash of Oc 
ber 1987, and then recovered faster t 
any other large stockmarket to this yea 
peak of 35,140. While Japanese divide 
yields are tiny, the capital gains have: 
huge—and tax-free. Privatisation of Jag 
Air Lines and of chunks of Nippon Tel 
graph and Telephone introduced private 
dividuals to the joys of a stockmarket that 
has seen shares double on average eve 
years. There are 22m private punters in 
pan today, up from 16m just four years a 
Close on the stockmarket's heels 
galloping property pi 
Once every dozen years or 
Japanese real estate . 
through the roof. The lat 
surge coincided with rec 
low interest rates. In 
greater Tokyo area, la 
príces went up by 2496 
1986, 7696 in 1987 and a 
ther 4496 in 1988. By the 
prime commercial pro 
was changing hands 
¥100m a tsubo (3.3 sg 
metres) or $20,000 a: sq 
Home-owners iti 

kyo's leafer neighbourho 
saw their property doub! 
triple in value, or more: 
Stuffed with cash, Ja 
nese banks fell over.t 
selves to help those wit 
lateral to buy bigger ho 
cottages in the countrysid 
condominiums by the 
The low interest rates. 
couraged many of Japa 
23m home-owners to r 
nance the property their: 
ents had bought years bef 
and use the cash to acg 
the comforts: they had 
done without. Orhers 
in their property in 



















































sole districts being razed for office blocks 
ind leisure centres, and moved to villas in 
e suburbs with a spare ¥100m or so in 
eir pockets. 
- Housebuilding started picking up in 
85 and hit a record 1.73m dwellings in 
87. Because new homes need fresh furni- 
te; fixtures and appliances, the housing 
Gom set off one in consumer durables. 
Meanwhile, growth in property lending, 
ning at 1596 a year even before that 
boom got under way, hit 3896 before the 
ernment stepped in, rapping the bank- 
s' knuckles for driving up house prices. 


ew rich, new poor 

pan has paid a price. The 
in booms in property and 
'k prices have ripped the 
social fabric apart. Only 
ee or four years ago, most 
nese would have consid- 
themselves plain hard- 
iorking, middle-class folk. 
y, such classless homo- 
neity is becoming hard to 
d. Society is split into the 
roperty-owning nyuu ritchi 
| the rest (known as the 
w pua). Five years ago a 
use in Tokyo cost roughly 
ix times the average Tokyo- 
ller's annual wage. Today 
ould cost 18 years’ pay. 
ny people have simply 
ndoned dreams of one 
wning their own home. 
The new rich and the 
y poor have combined in 
ommon cause: to consume 
e never before. The 
ealthy can afford to do so 
ause of their windfall 
fits; the new poor, having 
sed to save for a home, 
e more income left to 
lend as they choose than ever before. A 
ink coat for the wife, membership of a golf 
b for the husband and a shiny new for- 
ign car for the family are a nice consolation. 
One other, peculiarly Japanese, reason 
s to lie behind the country's new-found 
eadiness to consume. Sociologists call it 
itonami no seikatsu. You can translate it, 
oosely, as “the lifestyle of ordinary people". 
| is. a relic from medieval times, the social 
ae that made ordinary folk keep a beady 
ye on the neighbours so no one stepped out 
f line and brought the wrath of the local 
rlord down on the community. lt is still at 
ork in Japanese neighbourhoods, encour- 
ging people once to save, now to consume 
Imost as a social duty. 


Through the nose 

Big spenders the Japanese may have become, 
ut few have yet acquired the knack of con- 
uming discriminately: If consumerism 
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means demátiding--and getting—value for 
money, then the concept has yet to reach 
Japanese shores. It will. But today's consum- 
ers are paying through the nose. 

It is not just up-market goods like 
Mikimoto pearls, Imari china or foreign lux- 
uries that cost two or three times as much in 
Japan as they do in New York, London or 
Hongkong. So do a steak, a suit, a haircut, a 
cup of coffee. A survey carried out early this 
year by a Japanese trade union reported that 
red meat cost on average ¥588 per 100 
grammes in Tokyo, ¥153 in Hamburg and 
¥116 in New York. Milk was a relative bar- 
gain at ¥188 per litre in Tokyo, as against 
¥88 in New York and ¥76 in Hamburg. 





In part this is because the internal pur- 
chasing power of the yen has been out- 
stripped, in general, by its exchange rate. 
An exhaustive government price compari- 
son of 456 consumer items last year found 
that shoppers in New York could buy a no- 
tional trolley of these goods for 72% of the 
Tokyo price, and in Hamburg for only 69%. 
Put it another way: in foreign-exchange mar- 
kets the yen that year stood at about ¥130 to 
the dollar, but in domestic purchasing 
power at a modest ¥180. 

The official survey found utilities and 
many services were especially good bargains 
abroad. Electricity cost 1.4 times as much in 
Tokyo as in New York; gas and water 2.4 
times as much; telephone cails 1.5 times. An 
air ticket to New York cost ¥430,000 in To- 
kyo; the same ticket sold (before discounts) 
for ¥310,000 in New York. The Tokyoite 
paid 1.7 times as much as the New Yorker to 
hail a cab or go to the cinema; twice as much 


to dine out or watch a baseball game. A ses 
sion on a golf practice range cost 15 times a 
much in Tokyo as in New York. Member 
ship of a golf club with a real course any 
where in Japan requires a second mortgage. 

Here lies the first of the two principa 
reasons for Japan's high prices. The cost o 
land puts a hefty premium on every transac 
tion, especially in the Tokyo metropolitai 
area. Housing rents in Tokyo are doubl 
those of New York, office rents nearly tre 
ble. And Tokyo is not only the seat of gov 
ernment but the centre of learning, retai 
ing, fashion, high finance, media, enter 
tainment and advanced manufacturing— 
combination of Washington, New York, Lo 
Angeles, Boston and Silico 
Valley rolled into one. 

A couple of years ago, ge 
ographers calculated that th 
region within 65 kilometre 
of Tokyo, only 3.5% of th 
country’s area, accounted fo 
half its total land value. O 
average, they reckoned, lan 
there cost ¥440m a hectare 
$30 a square foot. In th 
Ginza shopping district c 
Tokyo, a square foot cost 
around $23,000. Yet Toky 
is where most of those nev 
well-paid jobs are. Net migr: 
tion into the capital exceec 
150,000 people a year—thre 
times as many as in 197° 
Somebody has to pay for Te 
kyo's high wages and lud 
crous overhead costs: tt 
consumer. 


The woes of distribution 


The other big reason for J: 
pan's needlessly high prices 
the distribution system. Bx 
its worst faults are not tk 
ones that frustrated wester 
exporters usually complain about. 

True, compared with America or Bri 
ain, goods must pass through twice as mar 
sticky fingers on their way from the factoi 
to the shopkeeper's shelf. Yet, physicall 
Japanese wholesaling and distribution are i 
fact quite efficient, well suited to a count 
with crowded, narrow streets and no pla 
to park delivery vehicles. American retaile 
could learn from watching a supermark 
operator, Ito-Yokado, track consumer d 
mand by the hour in its 7-Eleven conv 
nience stores, replenishing the shelv 
throughout the day using slick “just-i 
time" delivery techniques borrowed fro 
manufacturing. 

Nor does the trouble nowadays sprit 
from the law that helped owners of sm 
shops block the arrival of big supermarke 
in their neighbourhood. That battle is ove 
For three years now, the government h 
been turning a deaf ear to complaints fro 
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AE the difference soon becomes 
apparent when you compare our 
Extra Value Deposit Accounts with other 
similar products. 

They give you the opportunity to issue 
cheques and set up standing orders whilst 
earning a high rate of interest normally 
only available with a deposit account. 


Available in both Sterling and US Dollars. 
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OFFSHORE BANKING 


vive la différence 


@ Minimum Deposit only £1,000 or US$2,000 
6€ Personalised cheque book 

€ Standing orders 

€ Nobank charges 

€ Competitive rate of interest, paid quarterly 





@ No minimum withdrawal level 
@ Monthly statements 


@ Tax not deducted at source 





Standard Chartered Bank (C.L) Limited has paid up capital and reserves in excess 
of £21 million and is a wholly owned subsidiary of one of Britain's largest 
independent international banks. 


Deposits made with offices of Standard € hartered Bank (CI) Limited are not 
covered by the Deposit Protection Scheme under the Banking Act of 1987. 


Audited Accounts are available o0 request. 
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i Please send me details of your Sterling and US Dollar Extra Value 
Deposit Accounts. 
One glance at the list of features shown I 
here and we think you'll agree that our 
Extra Value Deposit Accounts really do | ue 
i 
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offer Extra Value - whichever way you 





look at it A t P. 
Write or phone WBX 








Gordon Wylie, 

Standard Chartered Bank AIN 
(CT) Limited, BY 

P.O. Box 89, Conway Street, 
St. Helier, Jersey, C4 

Tel: (0534) 74001 

Tis: 4192013 SCHJER G 
Fax: (0534) 76548 
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| Strength in depth across the world 
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s about 13 months. The small shop- 
epers have given up the struggle, and in- 


The real weaknesses of Japanese retail- 
are different and deeper: 
apan has too many retail companies. Mr 
ke Allen, an analyst at Barclays de Zoete 
'edd in Tokyo, notes that Japan's top 100 
ailers hold only 22% of its consumer- 
oods market. If the top 50 had 75% of the 
arket, true competition 
ould probably be greater, 
‘less; and the economies 
scale would be large. 
ipan has too many shops: 
6m, as against 1.5m in the 
itire United States, 
The shops are tíed to their 
pliers. Customers cannot 
alk into a store and choose 
€ best or the cheapest 
ds. Usually, only one 
arid is available, thanks to 
e proliferation of company- 
iated stores. In household 
rical goods, for example, 
itsushita has some 27,000 
© Toshiba 14,000, 
chi 12,000, Sanyo 6,000, 
ubishi 5,500 and Sharp 
800. The manufacturer 
wns the wholesaler, the dis- 
utor, the store and the in- 
tory, plus the right to set 
retail price and all the 
rgins along the distribu- 
chain. No room here for 
enterprising manager. 
-osts are boosted by the 
despread use of promissory 
es offering 90 days of free credit. With 
stock financed for them, even indepen- 
t shops can afford to let goods sit on the 
Ives. Not for them the western retailer's 
ice-weekly or even daily sales-to-inven tory 
ulations to see what discounts must be 
offered to get the goods out of the door. 
Worst of all, customers in effect pay fora 
shop's unsold goods. Practically every item 
apanese stores comes on sale-or-return 
tms from the wholesaler. Shops generally 
pect to sell 70% of the goods on display 
within 90 days. The remaining 30% are re- 
rned, but the cost of scrapping them (bar- 
n basements have yet to come to Japan) is 
ilt into the price of the 70%-that are sold. 


nheard consumers 


apan's consumers are stung because there is 
no one to champion their cause—no grass- 
_ Toots pressure groups, no vocal lobbyists, 
least of all the government. The Liberal 
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Democratic party, 
for the past 34 years, has built its constitu- 
ency from a ragbag of narrow producer 
interests—the construction industry, the 
banking groups, the big manufacturing em- 
pires and (until recently) the farmers and 
small shopkeepers. 

Rules and regulations abound in Japa- 
nese life. What they protect is seldom the 
public at large, often the profits of vested in- 
terests. Even people in the street have been 
nobbled by the propaganda of producer lob- 
bies. Japanese housewives, in particular, 
have been brainwashed by the agricultural 
co-operatives into believing that allowing in 
more cheap food from abroad would seri- 





ously compromise Japan's safety standards 
and inspection procedures. 

Thus the price of rice is fixed at about 
five times the world level. Prohibitively ex- 
pensive government inspection consigns 
even cars that have been well kept and 
hardly used to the scrap heap after just five 
years on the road. After years of fixing inter- 
national airfares using an artificial exchange 
rate of Y296 to the dollar, the bureaucracy 
finally agreed in July this year to base fare 
calculations in future on the average ex- 
change rate of the previous three months. 
Even so, domestic airfares remain just as 
high as ever. 

Every Japanese wage-earner has his own 
list of grouses about the unfairness of the 
system. Salaried workers, for instance, have 
no choice but to pay their taxes in full. But 
Japan's huge army of selfemployed 
people—especially doctors, dentists, archi- 
tects, priests and so on—rank among the 


in power continuously 








biggest tax-dodgers anywhe 

ne thing is on practically eve, 
list: an end to the tax exemption Ey gr 
farmland, which includes even land t has 
been left derelict by erstwhile farmers who 
go to work in the towns while picking up 
handouts for not growing yet more high- 
COst rice. 

Within greater Tokyo alone, city plan- 
ners reckon that 32,000 hectares of land are 
locked up in largely unproductive small- 
holdings; enough for 3m condominium 
dwellings. With their various tax exemp- 
tions, "farmers" in the Tokyo area pay an 
average of only Y22,000 ($160) a. year. in 
property taxes. If these people were taxed as 
hard as everyone else is, the 
average would be ¥1.6m 
($11,500) a year. Many would 
then soon be forced to sell 
their land to local builders. 
But that is not going to hap 
pen as long as the Libera. 
Democrats, with their heavy 
dependence on the agricul- 
tural voters of Japan's gerry- 
mandered constituencies, re- 
main in power. 




















































Signs of hope 


Is there any hope for the con- 
sumer? Well, for the moment 
the Liberal Democrats are 
doing badly. The other ene- 
my, the fragmented retailing 
industry, is ripe for ration- 
alisation. The government 
could help things along by 
overhauling the regulations 
governing takeovers, espe- 
cially in the way they have 
been rigged over the years to 
keep foreigners out. Only 
three Japanese supermarket 
chains (Daiei, Ito-Yokad 

and Seiyu) have “turnovers 
large enough—say, over ¥1 trillion ($7 bil- 
lion)—to give them real buying power. Mr 
Shigeru Kobayashi, the founder of a prop- 
erty empire called Shuwa, is trying to build a 
fourth supermarket giant, by the thoroughly 
un-Japanese approach of mounting hostile 
takeover bids for smaller chains. Recently, a 
landmark court ruling was made in his fa- 
vour, barring target companies from issuing 
cut-price shares to friendly “white knights” 
so as to dilute the unwelcome corporate 

raider’s stake. 

Japanese shoppers ought to be rooting 
for Mr Kobayashi. So far they are not. But 
one day soon, all of those Japanese tourists 
who go shopping abroad (8.5m last year, 
maybe 10m this year) will come back from 
Hongkong, Los Angeles, London and New 
York and realise that it is not everywhere 
else that is so cheap, but Japan that is expen- 
sive—and need not be. 
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1989 INTERIM RESULTS — HIGHLI€ 


Swire Pacific Limit 


. Results Swire Pacific Limited's profit before extraordinary items for the first half of 1989 was HK$1,3159 million compared with . 
50 HK$13619 million in the equivalent period in 1988, representing a decrease of 3.4%. No extraordinary items were recorded — 
» (1988: HK$3859 million). The unaudited consolidated results for the six months ended 30th June 1989 were: 


Six months ended 
30th June 


1989 1988 
HKSM . HK$M 


Turnover 13,400.9 11,6420 - 


Operating profit 2,267.5 
Net finance charges 77.7 











































































Net operating profit 2,189.8 
Share of profits less losses of associated companies , 201.6 
Profit before taxation 2,391.4 
Taxation 8244 | 434.3 
Profit after taxation ‘ 2,067.0: ~ 1,946.9 
Minority interests | 751.1 585.0 
Profit before extraordinary items 1,315.9 1,361.9 
Extraordinary items num 385.9 
Profit attributable to shareholders 1,315.9 1,747.8 
Dividends 365.1 364.2 i 
Retained profit ___950.8 1,383.6 _2,182.0 
_ Earnings per share: 
‘A’ shares 82.9¢ 86.6¢ 
‘B’ shares 16.6¢ 147.30 








: gs per share are calculated by reference to the profit before extraordinary items in each period and the weighted average number 
shares in issue in those periods. : 
interim dividends The directors of Swire Pacific Limited have today declared interim dividends for 1989 of 230€ per ‘A’ share and 4.6¢ 


per 'B' share. 





1989 1988 





















interim Interim Final Total 
Dividends per share: : 
‘A’ shares 23.0€ 23.06 . 53.0€ 
'B' shares 4.6€ 460 . 10.6€ 




















The interim dividends are payable on 11th October 1989 to shareholders registered at the close of business on 6th October 1989; the 


< share registers will be closed from 25th September 1989 to 6th October 1989, both dates inclusive. 
rospects — The Group has been experiencing increases in operating costs, in particular staff costs, which is placing some pressure on 
profit margins. This is particularly the case in Cathay Pacific Airways where, additionally, delayed deliveries of new aircraft, together with: 
possible adverse currency movements and other factors, could result in any improvement over the 1988 levels of profitability being mode: 
Recent events in China have had an effect on certain sectors of the economy but the results for each division of the Swire Pacific Group © 
-for the second half of 1989 are expected to show improvements over those of the first half-year. Given in particular that the effect of the 
^'^ significant transition of the property division, from reliance on property trading to income from investment properties, will not be fully 
achieved until after 1990, prospects for the Group overall for the whole of 1989 are satisfactory. | expect that dividends for the full year will 
be atleast at the levels of those for 1988. 


D.A. Gledhill - 


Chairman 
Hong Kong, 25th August 1989 


Swire Pacific Limited 
The Swire Group 






















83rd NORTH-WEST-GERMAN STATE-LOTTERY, WEST GERMANY 
83. STAATLICHE NORDWESTDEUTSCHE KLASSENLOTTERIE 


Now: each and every Friday 
a million to win... 


This extraordinary chance and others are offered 
to you by the state-controlled NORTH-WEST-GERMAN 
STATE-LOTTERY. Extraordinary! More than every 3rd 
ticket-number wins guaranteed within the period of the 
lottery. Total winnings for the 83rd lottery will amount to 
about 241 million DM or $ 1379 million. The Super- 
Jackpot by itself amounts to 32 million DM. 


The maximum Super-Jackpor 


alone comes to 2 x 3 million DM. 





The prize-money is paid in DM, one of the strongest cur- 
rencies in the world. The lottery runs over a period of 26 
weeks. One drawing every week. That means 26 draws 
and 26 chances in total to become a millionaire! The price 
money increases from draw to draw. All draws are super- 
vised by state auditors. 






Mail to: Walther Ruge - Heidenkampsweg 32 - D-2000 Homburg ! * West Germony 


Pleose write in German O English O Mr. O Mrs. O Miss | 
Clear letter-printing please 


First nome 


P. O. B. ua ——— AES UPPER PRA 
City n — — á—À PA DP URP URP E O OE M A 
Country nem E e as BP REPOS URP UE E RED RD M 
Chorge my C DINERS CLUB C AMERICAN EXPRESS O EUROCARD D VISA 
Handling chorges for payment by credit cord 6%. 

Name of Card Holder — ——— —— ee ee M — 2 
Acct. No. iia ©) 
Expiration EMI M C hl tlhe hdd 
Sianoture E aC] ZLD ERD 
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' 3m € [3 šJ 

It's easy to participate: Y S 

@ Please send us the order coupon - or if missing - a 
letter. 

@ Attach payment for the tickets you want, using either 
cash by registered airmail-postage, international post- 
al order, personal cheque, cheque drawn by bank or 
travellers cheque. You can also pay for your ticket afte) 
receipt of the invoice 

@ We send you the tickets, further information and the of- 
ficial draw schedule. After each class you receive the of- 
ficial winning list as well as your ticket for the next class. 

@ Within days you will be notified each time you win. Your 
prize-money will be transferred by cheque to any place 
you wish to. The prize-money is paid to you free of Ger- 
man Tax and the whole amount will be paid without any 
deductions. You remain absolutely anonymous. 

@ We guarantee fast, reliable and confidential service 
world-wide. 





This is why it is interesting for you to join 
the lottery: 241 million DM prize money 


2 x 3 million DM as maximum prize-money 


2 x 2 million DM 
22 x 1 million 
and in addition: 


279.999 x prizes up to 500.000 DM 


Only 700.000 tickets from the basis of the lottery. Out of these 
tickets 280.025 numbers win in the course of the lottery: So, we can 
guarantee winnings for more than every 3rd ticket-number! 













The 83rd NORTH-WEST-GERMAN STATE-LOTTERY runs from September 29th, 1989 to March 23rd, 1990 


Mail to: Walther Ruge - Heidenkampsweg 32 - D- 
Order-Coupon — — — —— — —— — — < 
The 83rd NORTH-WEST-GERMAN STATE-LOTTERY runs from September 29th, 1989 to March 23rd, 1990 





2000 Hamburg 1 - West-Germany 







Win 100% with a 1/1 ticket, or 50% with a 1/2 ticket or 25% with a 1/4 ticket. Don’t 
forget: either way, every 3rd ticket number wins guaranteed! Try your luck! 







Please fill in the number of tickets you want to order with 
this coupon 


O O aSo Eein ore onl a rough esimore 
| [Mre | DM 741,- (approx US $ 395,- ou £ 247,-)* 
| [Mri |] DM 381,- (approx US $ 205,- ou £ 128, J* 
| [Mie | DM 201,- (approx US $113,-ou£ 70," 


Secure your chance to win now! Mail your coupon today! 


* Your prize money will be transferred confidentially by cheque toanyadressor bonkin 
any part of the world. Poyments through personal cheque in DM, £, or US $ will be 
accepted or through a bonk droft, American Express, Diners Card, Eurocard, Access, 
Master Card or Viso 














All prices orefor the whole lottery including air moil postoge ond winning list ofter each 
month. No additional chorges! Volid only where legal! 


Valid only where logal. Not avaiiabie 
10 rewdents of Singapore 





The gun that can kill at 
four years’ range 


FROM OUR INDIA CORRESPONDENT 


HEN the Indian government signed a 
¥ contract in early 1986 with the Swed- 
'*h company Bofors to supply $1.4 billion- 
_ orth of 155mm howitzers to the Indian 
‘army, Mr Rajiv Gandhi little realised that he 
might have caused his own and his party’s 
defeat in India’s next election. That election 
is now: no more than three months away, 
and the prime minister hears the whistle of 
the approaching shell he himself fired all 
that time ago. 
The Bofors howitzer is an excellent gun, 
which is serving India well. A lieutenant in 
- the Indian army just back from the snowy 
wastes of the Siachen glacier up in the Hima- 
layas, where India and Pakistan have been 
fighting an undeclared war for the past four 
years, tells ‘your correspondent that earlier 
this summer. it hit Pakistani targets, at ex- 
treme range, over the top of the mountains, 
with “pinpoint accuracy". It was grand for 
"shooting and scooting”: it could thump 
away at the enemy and then move to a new 
position in less than the two minutes it took 
Pakistan's American-made artillery-finding 
radar to locate it and direct the Pakistani 
ns on to the place where it had just been. 





Money, not guns, is Mr Gandhi's trou- 
ble. Ever since 1987, the year after the con- 
tract was signed, the story that Bofors had 
promised and paid huge kickbacks to un- 
identified Indian middlemen has surfaced 
with embarrassing regularity. Each time it 
has come up, many Indians have felt that it 
confirms their worst fears about corruption 
in the ruling Congress party. As time has 
gone by the possibility has been raised that, 
even if Mr Gandhi did not take any of the 
kickbacks himself, he certainly knew about 
them and condoned them. Now comes the 
most damaging blow yer to his credibility. 

General Krishnaswami Sundarji was the 
army's chief of staff in 1986, and he en- 
dorsed the decision to buy the Bofors gun. 
But he has just declared, in an interview 
with the magazine India Today in which he 
expressed his relief at getting the matter off 
his chest at last, that he had strongly advised 
the government to threaten Bofors with the 
cancellation of its contract if it did not re- 
veal the names of its "agents". His advice 
had been ignored, he said, by the prime min- 
ister’s office. * 


This flatly contradicts Mr Gandhi's as- 





sertion, which he has made more than ói 
in the past two years, that he had though 
cancelling the Bofors contract, but had : 
stiff opposition from the army chiefs. 
General Sundarji said sharpens the c 
before the voters at the forthcoming ele: 
tion. They have to decide whether they: 
be ruled for the next five years not only 
party that is palpably corrupt, but also b 
prime minister who probably has not t 
the truth on this important. subject. | 
hard to see how Mr Gandhi and the © 
gress party can fail to be hurt by G 
Sundarji's words. : 
The ordinary Indian has a strong mo 
istic streak. Most Indians still subscribe 
values that predate the industrial revi 
tion. For them trade is still a form of exp! 
tation, and the charging of interest is ust 
To these people, kickbacks and.c 
sions on defence contracts amount to. 
trayal of the nation. That Bofors was 
pared to pay as much as 1496 of the va 
the contract to its "agents" (and that 
competitors were no doubt willing to: do 
same) has shocked most people. It put: 
powerful new charge into the belief, lon; 
subject of rueful gossip in Delhi's drawii 
rooms, that huge commissions have | 
loaded on to virtually all large foreign. 
tracts—not just defence ones—to hel; 
finances of the Congress party. E 
Mr Gandhi came into office whet 
mother was assassinated in 1984, and 
ily won the ensuing election on the sym 
thy vote. In the following year, his popu 
ity grew immensely because he showed ev. 
sign of wanting to make a break with t 
past. In March 1985 he reformed the syst 
of direct taxation to encourage taxpayers 
declare their incomes. In October of 1 
year he ordered all ministries to elimi 
middlemen in all large contracts. 
months later, during the celebration of | 
Congress party’s centenary, he deliverec 
tirade against corruption in the party 
promised to clean it up. After all this, 
disappointment caused by the Bofors reve 
tions is acute. In a country like India, i 


fect on the Congress party's chances in t 



















































































election could be enormous. © 
The opposition is counting on it. It c 
sists-mainly of a seven-party coalitior 
the National Front. It does not have 
to offer the electorate in the way of distit 
tive policies. But it does have as its leader 
man most Indians consider to be hon 
This is Mr Vishwanath Pratap Singh; Mr 
Gandhi's former finance and defence min 
ter. He was forced out of the governmei 
and the Congress party, in 1987 beca 
had started an inquiry into kickbacks 
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edly paid by a West German submarine- 
building firm in 1981, and into illegal ac- 
counts held by Indians in banks abroad. 
Mr Singh has been campaigning vigor- 
ously for the past two years on the corrup- 
tion issue. With the Congress party's help 
he may at last have made his point stick. Un- 
til as recently as July it had seemed that Mr 
Gandhi was managing to divert attention 
from the subject. He had lowered the voting 
age from 21 to 18. He had also introduced a 
constitutional amendment to make elec- 
tions to village councils mandatory, thus in 
effect creating a third tier to India's federal 
democracy. These were popular measures. 
He then undid all that good work. First, 
he tried to suppress the auditor-general's re- 
port on the defence ministry, which made 
some critical observations about how the 
Bofors gun had been chosen in preference 





to its French competitor. He then allowed 
members of his party to attack the auditor- 
general in parliament. This gave Mr Singh 
the opportunity he had been looking for. 
The opposition resigned en masse from par- 
liament. Mr Singh reinforced his anti-cor- 
ruption credentials by announcing that, if 
he becomes prime minister, he will publish 
the details of all large contracts awarded by 
the government, and will set up a national 
fund to cover parties’ election expenses. 
The creation of such a fund was the one 
thing Mr Gandhi had left out of the elec- 
toral reform bill he put into force at the be- 
ginning of this year. 

Mr Singh is looking at the 70m new vot- 
ers in the 18-21-year-old range Mr Gandhi 
has enfranchised. He knows they are at the 
most idealistic stage of their lives, and he is 
appealing directly to them. 

a | 








Japan and China 


When the son outgrows the father 


FROM OUR SPECIAL CORRESPONDENT IN TOKYO 


OR the first time since the Tiananmen 

Square massacre in June, China this 
week raised money—some $200m for a 
Boeing 747 aircraft—on international capital 
markets. Is it business as usual again for 
China and the outside world? Hardly. For 
one thing, China is paying an interest rate of 
3496 over LIBOR on the debt in this deal, as 
much as three times the spread that would 
have been required of it last spring. For an- 
other, the debate on sanctions against 
China continues to smoulder in the West. 

That debate will flare again after an in- 
terview given from his Paris exile by Mr 
Chen Yizi. Mr Chen, who was the top eco- 
nomic adviser to the reform-minded party 
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boss, Mr Zhao Ziyang, until his fall from 
power in May, took a swipe at President 
Bush's cautious handling of China after the 
crackdown: America “has appeared to be re- 
luctant to grant visas to dissidents and to 
help us be effective politically, while France 
has been very helpful." He went on to coun- 
sel America against easing its sanctions be- 
cause that would be “oxygen for [prime min- 
ister] Li Peng's government, and a bad 
investment for America because Li Peng's 
government cannot last long.” 

This will not help Mr Bush with Con- 
gress, which in June was urging him to take a 
tougher line with China and which is still 
debating measures that would go further 





than he wants. France's President Mitter 
rand, notably harsher than America and Ja 
pan in his attacks on China's behaviour, 
will no doubt feel vindicated. Britain lined 
up with America on the sanctions question. 
The crackdown on the students has, how- 
ever, put some backbone into Britain's deal- 
ings with China over Hongkong. And 
Hongkong has been a way-station to the 
West for many of the refugees; this could 
hardly have happened without the quiet co- 
operation of the colony's government. 

The intriguing case, however, is still Ja- 
pan. The comical limp-wristedness of its first 
official reaction soon gave way, in public, to 
a rhetorical firmness only a little less stiff 
than the rest of the West's. Behind the 
scenes the Japanese have been more tellingly 
stern than the Europeans and Americans. 
The whole thing has a lot to do with Japan's 
increasingly complicated relations with 
China, and with the growth of Japane 
power in Asia. 

The Japanese make a sophisticated de- 
fence of their approach to China. Mr Koichi 
Kato, a former defence minister who is high 
in the ruling Liberal Democratic party, says 
that the West used to think of China as a 
wild animal. Then, after Deng Xiaoping 
came to power in 1978, it began to think of 
China as domesticated. The Tiananmen 
Square business reminded the West that a 
wild beast is never really housebroken. 

It is a lesson the Japanese profess to 
need no reminding of. Politicians and busi- 
nessmen alike say they expected the crack- 
down: “Anyone who tries to overthrow 
communism in China is going to be killed. 
We shouldn't be surprised about it and 
shouldn't react too emotionally." The lack 
of indignation does not spring from indiffer- 
ence to the students' fate. Yet many Japa- 
nese (like some Chinese reformers them- 
selves) think the students were asking f 
trouble by trying to get everything at onc 
China, the argument runs, with only 396 of 
its people in the middle class, is far less ready 
for radical political reform than Russia, with 
ten times that share in the middle class. 

The Japanese are puzzled by the vehe- 
mence of western public opinion over the 
massacre. The hundreds of thousands or 
even millions killed during the cultural revo- 
lution did not raise a peep in the West. 
Why—other than the fact that it was tele- 
vised—should the murder of 2,000 now 
sway the West's foreign policy? China is too 
big a country to be nudged more than a 
touch in its internal politics by the protests 
of outsiders. The outsiders can try only to 
advance their own national interests. 

What are those for Japan? Politically, Ja- 
pan wants a stable China that will modern- 
ise and open up to the outside world; geo- 
politically, it wants a China that is neither 
too isolated nor too close to Russia. Japa- 
nese politicians say that, because of East 
Asia's economic buoyancy, China's sway 
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ere is narrower than it was (except in 
“South-East Asia, where one pessimist sees 
the conservative comeback in China post- 
poning a final settlement of the long 
Indochinese wars from the early 1990s to 
nearer the millennium). China is, however, 
able to demand unusual tribute from Japan 
by being the distant parent of Japanese cul- 
ture, and because of lingering Japanese guilt 
over the Pacific war. 

The continued cashing-in of these old 
debts is beginning to earn the impatience of 
many Japanese, especially those who deal in 
money rather than power. China bulks 
small in the eyes of Japanese businessmen, 
who trade more with Taiwan and invest 
more there than they do in China. Japan has 
around $2 billion invested in China, about 
1% of its total overseas direct investment of 
$186 billion. Last year $300m of Japanese di- 
rect investment flowed into China—0.696 
of Japan’s worldwide total of $47 billion. 
Trade between Japan and China last year 

mounted to $20 billion—496 of Japan's 
worldwide total of $466 billion. Each of Ja- 
pan's five biggest banks has around $1 bil- 
lion in loans to China; even in case of disas- 
ter, it is a trivial sum for each. 

Japan, however, matters greatly to 
China. lt is, after Hongkong, its biggest 
trading partner. Japanese technology is 
sought after, and Japan supplies three-quar- 
ters of China's foreign aid. 

This is where Japan has proven itself a 
bit sterner than the West in the post- 
Tiananmen punishment. Japanese business- 
men had anyway been casting a sceptical eye 
on their Chinese investments; after the 
crackdown, when Japan suspended its for- 
eign aid for infrastructure and other projects 
in China, they stopped them cold. China is 
suffering from this more than it is from any 
of the other sanctions—let alone the reprov- 
ing words—coming from the West. 

Yet is Japan using this power to any ef- 
fect? It claims to be quietly letting the Chi- 
nese government know that liberalisation 


THE ECONOMIST SEPTEMBER 9 1989 





remains in China's best interests. These pri- 
vate words may have some influence, but 
the fact is that in terms of raw power China 
still counts for more than Japan in Asia. 
China shelters under its own nuclear um- 
brella, not under that of a superpower, how- 
ever friendly. Despite its poverty China re- 
mains capable, as it has shown in its dealings 
with South-East Asia and Russia, of impress- 
ing itself on its neighbours far more for- 
midably than Japan. 

The main reason for the discrepancy is 
that, for all the change in the material bal- 
ance of advantage between Japan and 
China, Japan still shrinks from using its ad- 
vantage in the brutal ways great powers cus- 
tomarily do. That too may be changing. One 
Japanese businessman who is fed up with 
American whining over its economic rela- 
tions with Japan is also fed up with Chinese 
hectoring. Taiwan matters more to Japan 
than China, he says: it is more democratic, 
richer, a better source of economic opportu- 
nity. Why not start a truly independent—of 
everybody—Japanese foreign policy in Asia 
by giving diplomatic recognition to Taiwan? 
"What could the Chinese do about it? They 
need us more than we need them." 





Japan and America 


Structural 
stuttering 


FROM OUR TOKYO CORRESPONDENT 


Ww can’t America be more like Ja- 
pan? And vice versa? This is what the 
two sides were politely wailing to each other 
at the trade talks which opened in Tokyo on 
September 4th. The talks, which go under 
the stunningly ungainly name of Structural 
Impediments Initiative, are the latest at- 
tempt by the United States and Japan to ne- 
gotiate their way out of America’s seemingly 
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permanent $50 billion-a-year trade deficit 
with its rich friend across the Pacific. The 
idea is to give up trying to settle disputes one 
by one in specific markets (say, telecom- 
munications); instead the two countries will 
work to change the broad economic features 
that shape their trade imbalance. 

The two sides know what they don't 
like. America pointed its finger at Japan for 
saving too much and consuming too little | 
(including through its government budget 
surplus), for its closed distribution and con- 
struction-tendering systems, for the tight 
webs of cross-shareholdings and other links 
in the keiretsu, or industrial groups, and for 
its high land prices. Japan told off America 
for too much consumption and too little 
saving (including its budget deficit), for its 
companies’ obsession with short-term re- 
sults, for its lack of competitiveness in ex- 
port markets, for its scant R&D spending 
and insufficient vocational training. 

Nothing wrong with the analysis: each 
party tends to agree these are its faults. The 
trouble is doing something about it. The 
Americans were sunnily pressing for an ac- 
tion timetable, preferably to show results in 
time for next spring’s interim report on the 
talks. They said they would start tackling 
their own faults by then. This is quite unbe- 
lievable. The faults of each* country are 
"structural" because they are deeply embed- 
ded in the economy and society. The United 
States has had seven years to do something 
about its budget deficit, and has done next 
to nothing. Why will the observations of 
some Japanese trade negotiators suddenly 
provoke action? 

One sure thing is that the Japanese will — 
do nothing by next spring (and said as much 
in the talks this week). The government, fac- 
ing an early general election that could turn 
the ruling Liberal Democratic party out of — 
office for the first time in 40 years, is not 
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about to do anything to harm its prospects. 

The party continues its internal struggle 
over a polling date. Those who want an early 
election, such as the old guard's current 
favourite as the next prime minister, Mr 
Shintaro Abe, say that the worst is over. 
They argue that the opposition should be 
hit while it is still unprepared. 

They are encouraged by signs of division 
in the main opposition party, the Socialists. 
On September 5th their former leader, Mr 
Masashi Ishibashi, said he was leaving poli- 
tics. He disagrees with the decision of his 
successor, Miss Takako Doi, to fight as 
many seats as possible instead of making 
seat-sharing deals with the other opposition 
parties. He also dislikes her ambiguous at- 
tempts to distance herself from the Social- 
ists' old neutralist defence-policy line. 

Younger Liberal Democrats, including 
the present prime minister, Mr Toshiki 
Kaifu, want to put the election off. They are 
unconvinced that the voters have yet for- 
given or forgotten the party's recent sins. 

The most cardinal of these is the hated 
396 consumption tax. There is a strong fiscal 
















FROM OUR EAST ASIA CORRESPONDENT 


NG the little octopus with a 
sharp knife, the chef flicks it on to a 
chopping-board, reduces it to inch-long 
slices with five quick strokes of her knife, 
and slides it—salted, peppered and still 
writhing—on to the customer's plate. It is 
eaten immediately, hurried on its way bya 
shot of a fiery drink called soju. 

The scene is a pojangmacha, a mobile 
food stall in Seoul. The stalls exude all the 
smells and noises that make Asia exotic to 
people who grow up with the orderly, in- 
door eating habits of North America and 
northern Europe. Alas, the stalls are an 
embarrassment to South Korean politi- 
cians. Seoul’s government, which con- 
tains not a single elected official, spent 
July and August Starting to move the 
20,000 mobile food stalls off the streets 
and into designated places “appropriate” 
to a developed country. 

This has a precedent. Well-ordered 
Singapore decided in 1969 that its “hawk- 
ers” (food-sellers) were a threat to public 
order and health, and began to remove 
them to official "hawkers' centres". The 
programme, organised with military preci- 
sion, was completed in 1986, at a cost of 
S$100m ($46m). Singapore now has more 
hawkers than before, all in swank centres 
opened by local dignitaries; and a Hawk- 
ers' Department in the environment min- 
istry to keep an eye on them. 

Seoul's clean-up has proceeded less 
smoothly. Many of the stallholders took 
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case for some sort of indirect tax. The Lib- 
eral Democrats who face up to this are pro- 
posing to lower the 396 rate, make retailers 
include it in their quoted prices, and exempt 
food and other necessities. Those who are 
really running scared join the opposition 
Parties in wanting to scrap the tax. The 
chairman of the party’s main policy commit- 





tee, Mr Hiroshi Mitsuzuka, a m 


Abe's faction, has been harryi: 
nori Yamanaka, a firm advocat 
who chairs the party's tax subc 
resign. Mr Yamanaka's fate mz 
sign of which way the argumer 
inside the party. 

The last thing the Liberal 
need at a time like this is to sta 
every one of their traditional gr 
porters—as they would if they 
action as the Americans h 
Straightening out the distributic 
cutting back the protections giv 
and-pop retailers; attacking the 
ty's bank-rollers in big busine 
stiffening the anti-monopoly | 
ising farm imports when farmer: 
furious over earlier market-op 
sures and when the farm co-o 
nice vote-getting machine for 
party, are suffering financially. M 
Democrats would see these me 
prescription for suicide. 

The Americans cannot ever 
Japan's international-minded bui 





SEOUL 


their marching orders, but others held 
demonstrations. The city has offered job 
retraining and money to start up other 
businesses. This has been accepted by 
3,000 of the 4,300 stallholders who are the 
first targets of the government's pro- 
gramme; but a hard core of at least 100 
refuse to be moved. 

The city says the stalls are an annoy- 
ance to pedestrians and to housewives— 
who, it claims, bombard the government 
with furious telephone calls about their 



























husbands’ late-night boozing at tl 
Worst of all, the government s: 
stalls are unhealthy: they have no: 
water or sanitation. Dark tales c 
that they buy uneaten rice from ti 
doors of hospital kitchens. 
Although the city will not say 
cially, it thinks many of the st 
linked to gangsters. In any event, 
claim, the poor old women who 
run the stalls have been replaced 
deserving types. Korea Business W 
local magazine, says that some stall] 
earn 2m won ($3,000) a month, si 
as much as a new college graduate 
have that in a developed country. 
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put in a good word for them this time. The 
bureaucrats are as nervous about the Liberal 
Democrats losing office as the politicians are 
themselves. In a recent speech a finance 
ministry official vigorously attacked the So- 





cialists’ plans for scrapping the consump- 
tion tax. It could have been a stump speech 
for the Liberal Democrats. Japan's “‘restruc- 
turing” with America will have to wait on 
Japan's voters. 

—. 





Philippines 


May the hearts and minds follow 


FROM OUR MANILA CORRESPONDENT 


HE week's news—that 13 Philippine 

soldiers had been killed and another six 
wounded in an ambush by communist guer- 
rillas on September 4th—did not tell the 
story. The story, in the Philippines' 20-year- 
old fight against the insurgency, is that the 
government is winning. In the past month 
four top communists have been captured or 
have offered to surrender. Thousands of the 
rank-and-file are giving up. The army claims 
that it will lick the guerrillas—who 
still number more than 20,000—by 
the end of President Cory Aquino's 
term in 1992. For once the claim is 
believable. But the victory (assuming 
it comes) may reopen an old debate 
about the best way to defeat commu- 
nist guerrillas: through a "hearts-and- 
minds" campaign that respects the 
law and civil liberties, or through a 
"dirty war" that does not. 

Britain's counter-insurgency ex- 
pert, Sir Robert Thompson, is fam- 
ous for arguing against dirty wars. 
During South-East Asia's long strug- 
gle against communism, however, 
dirty wars have not done badly. 
Forced evacuation of people into con- 
trolled hamlets lay behind Britain's 
(and Sir Robert's) success in Malaya. 
Double-crosses and brain-washing 
helped Mr Lee Kuan Yew crush Sin- 
gapore's communists. Only Thailand 
conducted a successful hearts-and-minds 
campaign—and took twice as long to win. 

The Philippines may have followed the 
dirty route. Amnesty International reports: 

Since mid-1987, golitical killings carried out by 
government and government-backed forces in 
violation of the law have become the most seri- 
ous human-rights problem in the Philippines. 
Most of the victims have been suspected sup- 
porters of the communist insurgency, many of 
them [in] legal left-wing organisations. 
The Philippines' defence secretary, Mr Fidel 
Ramos, has been accused of destroying legal 
front-organisations as a way of undermining 
the rebels behind them. Army surveillance 
and harassment, as well as the kidnapping 
assassination of more than a dozen officials, 
finished off the largest communist-con- 
trolled political party, BAYAN, last year. Af- 
ter it suffered something similar, the com- 
munist labour federation, Kilusung Mayo 
Uno, lost much of its following, 
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Ocampo and Malay, captured but 


The killings had a common pattern. 
The victims had been warned beforehand, 
and their bodies bore signs of torture. They 
were often abandoned in public places, 
where the sight of the mutilated corpses was 
presumably intended to convey a message. 
Mr Ramos says the government had nothing 
to do with any of this. He blames right-wing 
extremists acting on their own. 

Mrs Aquino insists that human rights 





defiant 


have been far better respected under her 
than under her predecessor, Mr Ferdinand 
Marcos. Yet the return to power of Mr Ra- 
phael Ileto, a former general, suggests she is 
worried about the bad publicity over the 
counter-insurgency if not about more. Mr 
Ileto, now Mrs Aquino’s national security 
adviser, told The Economist that the “dirty 
tricks in this war cannot be avoided, but 
they should be minimised. The emphasis 
should be on fighting those who are carrying 
arms ...and not on ‘total war'." Mr Ileto, 
who resigned as defence secretary in 1987 
after a dispute over the anti-communist 
strategy with Mr Ramos (then chief of staff), 
says "we are now meeting him half-way.” 
New anti-insurgency measures, includ- 
ing civic projects, have won back some of 
the 7,000 villages under communist control 
(the Philippines has 42,000 villages in all). 
But bigger results have come from more 
questionable methods. Information ob- 





tained from allegedly tortured rebel prison- 
ers led to raids on communist hideouts in 
Manila. Scores of top party officials were 
scooped up, as well as dozens of computer 
discs listing the entire membership of the 
party and its guerrilla army and details of 
their planned operations. 

Thanks to all this, the government suc- 
ceeded in July in capturing Mr Saturnino 
Ocampo, the head of the communists' ille- 
gal umbrella organisation. His wife, Miss 
Carolina Malay, another central committee 
member, was also taken. A few days later the 
badly-wounded leader of the guerrilla army 
in the province of Bicol, Mr Sotero Llamas, 
turned himself in. Another ill central com- 
mittee member, Mr Antonio Zumel, is nego- 
tiating to surrender, and a fifth is being 
tailed by the army. “It is now quite obvi- 
ous”, as one senior communist puts it, “that 
the army has the upper hand.” 

Has the cost of success been too hig 
The serious damage from this somewhat 
smudged war is probably not to hu- 
man rights in the Philippines, but to 
the ability of the government to con- 
trol the army. The policy of infiltrat- 
ing the communist party has worked 
perhaps too well. At least one central 
committee member is a government 
agent and so are several other top 
communist: officials. Over the past 
year the party has ordered the liqui- 
dation of several hundred "zombies" 
(as the communists call government 
infiltrators). This suggests that a large 
part of the guerrilla leadership may be 
bogus. In striving to build up and pro- 
tect its infiltrators the army may actu- 
ally be prolonging the war. 

Then there is the more familiar 
sort of corruption. The Ocampos, for 
instance, were nabbed as the result of 
a tip-off. But the capture came fo 
days after the reward had been dc .. 
bled (to 2m pesos or $90,000), 
prompting speculation that the army had 
known where they were all along and had 
waited for a suitable inducement. (Which it 
did not get: Mrs Aquino ruled that the old 
reward would apply.) 

The corruption has gone a long way. 
Major-General Ramon Montano, the head 
of the paramilitary police constabulary, has 
said that many, if not most, big crimes (like 
bank robberies and kidnappings for ran- 
som) are now committed by serving or re- 
tired soldiers and policemen. A powerful 
mafia within the army and the police pro- 
tects uniformed crooks. 

A dirtyish war need not undermine a 
freeish society—as Malaysia and Singapore 
showed. But there the people doing the 
fighting were on a short leash that kept 
them from profiting personally from their 
power. lt is disturbing that in the Philip- 
pines the leash is, if anything, getting longer. 
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AMERICAN SURVEY 


Vietnam or D-Day? 


WASHINGTON, DC 


OO cheap, too little, too late, too much 
emphasis on law and order, too little em- 
phasis on treatment—the criticisms of Presi- 
dent George Bush’s plans for the drug war 
he declared on television were predictable. 
But by choosing the subject for his first tele- 
-ision speech to the nation, Mr Bush has 
one out of his way to identify himself with 
the anti-drug campaign. The lack of news 
from any other part of his agenda puts the 
president squarely on the spot. He must get 
results or risk his reputation. 

The news from the front is not espe- 
cially bad. The latest household survey by 
the National Institute for Drug Abuse shows 
a drop of more than one-third in the num- 
ber of Americans who say they have used 
cocaine in the past month. A few months 
earlier the institute's survey of school-chil- 
dren showed a similar drop in the number 
who had used cocaine, together with a sharp 
increase since 1986 in the number who were 
aware of the drug’s dangers. 

By chance, too, Mr Bush was speaking 
ona day that had seen cocaine prices on the 
street reach a new peak of about $23,000 a 
kilogramme, reflecting a shortage induced 
by Colombia's crackdown on drug dealers. 
But Mr Bush was careful not to take too 

-nuch comfort from recent good news. The 
-rack epidemic—cocaine mixed with baking 
soda—is not a mirage. The availability of co- 
caine in schools is still increasing, the num- 
ber of cocaine addicts has doubled even as 
the number of casual users has fallen, the 
price of cocaine has dropped, and drug-asso- 
ciated violence is growing. 

And drug dealers are showing the same 
innovative flair as Japanese camera makers: 
new, synthetic drugs constantly reach the 
market. Drugs do come and go in waves: 
marijuana, LSD, heroin, cocaine, crack. The 
next wave could be "crank", or metham- 
phetamine, which is already widely used on 
the west coast, or it could be smoked heroin, 
New York's latest fashion. 

Crank has an effect not unlike cocaine, 
only more so. It winds somebody up— 
brave, energetic and paranoid—to do any- 
thing. It is associated with much violence. It 
has the advantage over crack that it is home- 
made—often in rural laboratories as well as 
slum houses—so it does not require smug- 


gling: the makers sell it; there are no middle- 
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Better prisons await him 


men. Its high lasts longer than crack’s and, 
like other forms of speed, it is less addictive. 

In 1988 crank sales totalled roughly $3 
billion. Its price on the street is about the 
same as crack’s. San Diego, once frequented 
by speed-taking motorcycle gangs, is the 
crank capital of America. One in three of all 
criminals arrested there in 1988 tested posi- 
tive for methamphetamines, compared with 
1% in New York. Texas is not far behind. In 
Hawaii crank is already being replaced by 
ice, an even nastier methamphetamine. 

These home-made drugs were an added 
encouragement to Mr Bush to drop Mr Rea- 
gan's emphasis on intercepting supplies of 
cocaine entering the country. Vast efforts to 
stop cocaine coming into Florida and the 
south-east have merely driven the smugglers 
west, to Texas, Arizona and California, and 
have done little to affect the price. Mr Bush 
offered a mere $20m extra to the Immigra- 
tion and Naturalisation Service for patrols 
along the south-western border. 

Likewise, even successful operations 
against growers and manufacturers in Latin 
America seem to drive up the price for only 
a few months. Mr Bush’s $261m “Andean 
initiative” will send Colombia $90.4m (on 
top of the $65m in emergency aid given last 








month), Bolivia $97.5m and Peru $73.3m. 
Up to $2 billion will follow in the next five — 
years. 

He also proposed to provide the armed 
services with $132m extra to spend on at 
tempts to disrupt the cocaine trade, and he 
offered American troops to countries that 
asked for them. This reflects Mr Dick Che- 
ney's success in converting the Defence De- 
partment to the idea of using troops to fight 
drugs. Under pressure from Democrats in 
the Senate, but against the wishes of bank- 
ers, Mr Bush has agreed to spend $15m 
more through the Customs Service to inves- 
tigate the laundering of drug money. 

As predicted, Mr Bush's emphasis is on 
law enforcement. Of the $7.9 billion he pro- 
poses to label drug-war money, $3.1 billion. 
is for this purpose (an increase of $334m): 
$1.6 billion is for prisons ($867m up), : 
$250m is for courts ($41m) and $350m e 
state and local grants to help them enforce — 
the law (up $200m). That leaves only $1.2 
billion for prevention and education pro- - 
grammes (up by $233m) and $900m for 
treatment programmes (up by $321m). A 

Drug wars have been declared by every — 
president since President Nixon did so in 
1972, so it is not unreasonable that none of 
these ideas is new. Mr Bush admitted "the 
basic weapons we need are the ones we al- 
ready have. What has been lacking is a strat- 
egy to effectively use them.” The strategy, he 
said, was to co-ordinate the actions of the 
government's various agencies. This is the 
job of Mr Bill Bennett, the drugs tsar. His 
carrot is to make sure that all the main de- — 
partments—State, Defence, Treasury, Jus- 
tice, Health and Human Services, Housing 
and Urban Development, Education—get — 
some of the extra pocket money to spend. — 
His stick is to have won from the White 
House permission to steal many of their 


jobs. 
In all, Mr Bush is asking Congress for 
$2.2 billion more money in fiscal 1990 





(which starts next month) than was spent on | 
the same programmes this year, or $716m 
more than he had already proposed. Since 
he has already agreed the broad outlines of 
the budget, and has refused to consider new 
taxes, this must come from existing pro- - 
grammes. Mr Richard Darman, his budget I 
manager, proposes eliminating the $194m 
budget of the Economic Development Ad- 
ministration, taking $40m from the Juvenile 
Justice Programme, $320m from money to E 
help state governments adjust to the immi- 
gration amnesty, $50m from public-housing i 
operating subsidies, $132m from delaying a 
radio system under development by the De- :- 
partment of Defence, and $15m from root- — 
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ing out abuses in the postal system. 

—.. The Democrats are not sure whether to 
- pick a fight over these cuts. They have in the 
. past defended the Economic Development 
P inistration from President Reagan's 
= axe, but this time their instincts are to de- 
- mand more money for the drug war, rather 
_ than to protect the existing budget. Senator 
4 Joe Biden, in the party's official response to 
_ Mr Bush, said he wanted “a D-Day not an- 
. ether Vietnam— not a limited war, fought 
- on the cheap and destined for stalemate and 
tragedy". Representative Charles 
- Rangel of New York was more explicit, say- 
ing he believed Americans would be happy 
to pay a surtax for a drug war (Mr Bennett's 
tiposte to this is that the Democrats have 
__ themselves been asking for only $6 billion). 
These generous sentiments will not be 
enough to overcome the Democrats’ deter- 
_ mination not to be the first to propose a tax 
$ . All that is certain is that the pro- 
-posals will cause squabbling among the 
Many congressional committees that have 
_ jurisdiction over drugs. In addition, much of 
Mr Bush's new money calls for matching ex- 
penditure from state and city governments, 
- which, since they cannot run deficits, must 

raise taxes or cut other programmes. 
_____Mr Bush insists that money is not the 
_ issue. He illustrated his point by calling for 
_ volunteers for his war. He rightly sees that 
_the changed attitude towards drugs is partly 
response to Mr and Mrs Reagan's “Just 
‘Say No" programme, and that the war will 
- be won when people make drug users and 
c unwelcome in their areas. Examples 
of such volunteers are featured regularly 
how on television news: the San Diego Or- 
- ganising Project (which consists of house- 
wives), "Black Men Together" in Kansas 
City, the Guardian Angels in Washington, 
- MAGIC (Mothers against Gangs in Commu- 
nities) in Los Angeles. Mr Bush knows the 
battle will be hard fought, “neighbourhood 
by neighbourhood, block by block, child by 

child". 
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Washington 
Link in the 
cocaine chain 


i M? MARION BARRY has had to post- 
pone the grand debut of his city's 
own anti effort. Washington's mayor 
_ might very well have been laughed off stage. 
= Allegations that Mr Barry consumes 
n drugs in the intervals between fighting them 
- are old-hat. They have never been substanti- 
- ated and the mayor, who consistently denies 
_ taking drugs, has never been charged with 
_ anything. But now, more than ever before, 
the people who hope to prove something 

against Mr Barry smell blood. The mayor's 
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Did he, didn't he? 


supporters are starting to desert him; the 
Washington Post has called on him to leave 
City Hall, at least temporarily; his defence 
sounds increasingly implausible. The city, 
plagued by drug-related violence and not 
tolerant of suspected drug-use, is growing 
impatient. 

Yet the latest allegations against him re- 
main, at this point, shadowy. Last Decem- 
ber a police swoop revealed that Mr Barry 
had paid several visits to a downtown Wash- 
ington motel where Mr Charles Lewis, a 
friend of his and a suspected drug dealer, 
was staying. Both Mr Barry and Mr Lewis 
told a federal grand jury that they were just 
old friends and that neither of them had 
anything to do with drugs. Mr Lewis was 
later caught selling drugs to an undercover 
agent in the Virgin Islands, and was tried 
and convicted. 

He is now in a federal prison waiting to 
be tried on further drug charges. While wait- 
ing, he has been singing. According to re- 
ports conveniently leaked to the press, Mr 
Lewis has now told investigators that Mr 
Barry not only smoked, and paid for, crack 
at the Washington hotel but had also used 
cocaine on earlier visits he made to the Vir- 
gin Islands. The FB1 is searching for witnesses 
in the Virgin Islands (there were probably 
none at the hotel) to corroborate Mr Lewis's 
story. And another federal grand jury is go- 
ing through the evidence to determine, 
among other things, whether Mr Barry 
might have lied to the previous jury. 

Mr Barry, who has been mayor for 11 
years, had been hoping to win the election 
next year for a fourth term. He still may, but 
it becomes increasingly improbable. He was 
not at all a bad mayor, and a popular one, in 
the early years. But he chose his senior staff 
unwisely, his own behaviour became more 
and more erratic and, by now, his credibility 
is at vanishing-point. 

If he resigns, or decides not to run next 
year, the way is open for the Rev Jesse Jack- 
son who has expressed interest in the may- 
or's job, and has moved house from Chi- 
cago to Washington, but has said that he 





will not challenge Mr Barry, an ally from the 
1960s when they both fought for civil rights. 
Yet Mr Jackson, at a turning-point in his ca- 
reer, is plainly in several minds. When he 
rushes around the countryside, speaking ev- 
erywhere, attracting huge crowds, he is still 
the man who would be president of the 
United States. At such times, the option of 
being Washington's mayor may seem small 
beer. ] 

But Mr Jackson, for much longer than 
Mr Bush, has made drugs a central feature of 
his campaign. Washington, where anybody 
who is young and poor and black is in dan- 
ger, would give him the chance to show the 
things that he alone might be able to do. De- 
cisions need to be taken soon, perhaps when 
America's black politicians hold their an- 
nual get-together. 





Soviet Jewry 
Welcome, up to 
a point 


yas an argument, however joy- 
ously, can sometimes land the victor 
in the soup. The United States, which for 
the past 15 years has been banging away re- 
lentlessly at the Soviet Union to allow its 
people, specifically its Jews, to leave, faces 
the awkward corollary of where these peo- 
ple, who are now leaving Russia in ever in- 
creasing numbers, should go. More than 
90% of the emigrants have no doubts about 
it. They want to go to America. 

Until about a year ago Soviet Jews, once 
they got out of the country, were automati- 
cally accepted by the United States as "refu- 
gees”, One of Mr Edwin Meese's last acts as 
attorney-general was to change this blank 
ruling. Nowadays every Soviet Jew applyir 
for refugee status has, like other would-be 
refugees, to convince the Immigration and 
Naturalisation Service that he or she suffers 
from a “well-founded fear of persecution”. 

True, the rules for Soviet Jews are imple- 
mented in a kindly way. Fewer than 20% of 
the Soviet Jews who apply to the United 
States are rejected (and many get the deci- 
sion reversed on appeal). Compare that 
with the 75% rejection rate for Soviet Arme- 
nians. The difference is not in the level of 
“persecution” but in the attitude, and lob- 
bying power, of Jewish and Armenian 
Americans (think of the rumpus if that pro- 
portion of Jews had been refused). The po- 
tential pool of Armenian emigration (3m) is 
even larger than the Jewish one (2.5m). But 
American-Armenian groups argue, with 
more singlemindedness than American 
Jews, that it is not in their interest to drain 
the population from their homeland. 

As Mr Mikhail Gorbachev opens the 
door ever wider, the number of Jews, Arme- 
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nians and Pentecostalists (whom the 
Americans seldom reject) coming out 
will shoot upward— plus other minor- 
ities who have not as yet entered the 
emigration lists. A defensive Ameri- 
can administration is again in the 
process of tightening its immigration 
rules. SovietJewish emigration rose 
from 8,000 in 1987 to 19,000 last year 
and will approach 50,000 this year. 
With a new Soviet law about to be 
passed, an even sharper increase is ex- 
pected next year. 

Good news, without doubt. But 
the American administration, resist- 
ing the strong pressure from both 
houses of Congress to revert to the 
old policy of blanket refugee-status 
for Soviet Jews, is trying to keep its 
immigration policies in proportion. 

Taking in a refugee is expen- 

ive—costing about $7,000 a head in 
transport and settlement grants—so 
the acceptance of large numbers of Soviet 
Jews is inevitably at the expense of other, 
possibly more endangered, applicants from 
Latin America, Asia or Africa. But because 
of the grants, and the fast refugee-track to 
citizenship, Soviet Jews have not been inter- 
ested in the administration’s proposal that 
they come to America as ordinary steerage- 
class immigrants. 

In American bureaucracy, refugees are 
divided into six categories. They all, in the- 
ory, have to prove their fear of persecution 
but people in the bottom category of this 
privileged group are in the exposed position 
of having no close family or other ties with 
the country they seek as a refuge. The 
United States is now proposing that Soviet 
emigrants, including Jews, who fall in that 
dreaded sixth category should be told that 
they do not qualify. 

~ [n addition ceilings have to be fixed. 
tach year, the administration sets, in con- 
sultation with Congress, worldwide 


(116,500 this year) and regional ceilings on 
refugee numbers. The gleam in the thrifty 
























In limbo in Ladispoli 


administration’s eye is that Soviet Jews 
should be allotted a generous number 
(maybe 50,000) of refugee slots but that 
about 20% of these should be “unfunded”. 
In the past, only Cuban-Americans, no Jew- 
ish-Americans, have taken up these rather 
ambiguous unfinanced refugee places. 

Logically, a country (America) that has 
helped to convince another country (Russia) 
through trade and credit restrictions to be- 
have in a more civilised emigration manner 
should be responsible for the consequences. 
But the United States, luckily for its budget, 
has a let-out: Israel. Israeli Jews know that, if 
they hold on to occupied land, they could 
eventually become a minority in their own 
country. So Israel, always welcoming to So- 
viet Jews, is now even more so. Its prime 
minister, Mr Yitzhak Shamir, makes it very 
plain to the American administration that 
his government resents the fact that Amer- 
ica encourages Soviet Jews to choose freely 
between the two countries. Free choice 
these days—with the old fervour of 
refusenik zionism long past—leads inev- 
itably to America. 

The United States, while still affirming 
its belief in free choice, may, in Israel’s inter- 
est and, much more important, its own, 
make that choice a little harder. At present 
some Soviet Jews join the queue to apply di- 
rectly to the American consulate in Moscow 
(a waiting-period of 12-18 months) while 
others seize the chance of a quick Israeli 
visa, by courtesy of the Dutch embassy, and 
then take the exit route through Vienna to 
the international way-station at Ladispoli, 
just outside Rome, where they wait in limbo 
(made bearable by American-Jewish orga- 
nisations) for the Americans slowly to pro- 
cess their applications. 

The idea now is to cut out the phoney 
Vienna-Rome loop, persuade the Russians 
to accept a direct line with Israel for those 
who actually want to go there, and tell 










would-be American immigrants 
stick it out in Moscow. The Am 
cans could shorten the Moscow 
ing-period if they sent out more sta! 
but this depends on the tedious East- 
West diplomatic number-game. — 

American-Jewish ^ organisations 
are caught in a fairly Rcg di- 





lemma: they will probably 
with egg on their faces whatever the 
decide to do. Why should Jews, living. 
happily and comfortably in America, 
encourage their Soviet brothers to 
face the hardships (and less-than-de- 
mocracy) of embattled Israel? Why 
should Jews, who themselves by- 
passed the zionist dream of returning. 
to Israel, encourage their brothers to 
do the same by joining them in the 
comfort of America? They cannot 
win whichever way they go. D 
But this ambiguity, painful as it is 
to American Jews, could help towards 
a reasonable compromise. At the moment, 
the administration is trying to tighten the 
rules on Soviet-Jewish refugees while both 
congressional bodies have passed bills to 
loosen them. Plainly the administration and 
Congress need to talk. The talk may be sim- 
pler if the American-Jewish lobby is not 
quite certain of the result it wants. ^ 
P 


Illegal aliens 


Not welcome | 
at all 3 


COSTA MESA, CALIFORNIA $ 
ARLY each weekday morning, 50 or so 
men have been standing in Costa Me- 
sa's city park waiting to be hired for work for 
the day. Casual labouring jobs suit them: 
most of them neither speak English nor 
carry the documents that would prove t 
they are in the country legally. But, from La- 
bour Day on, they have not been allowed to 
ply for work from the city park. L 
The 1986 Immigration Act set out to 
stem the flow of illegal immigrants (as well as 
granting legal status to 3m previously illegal 
people). The immigration authorities claim 
that the act, which penalises employers fo 
hiring undocumented staff, is working and 
has reduced the number of illegal aliens en- 
tering the country. Others believe that, after 
a bit of a pause, things carried on much as 
before. Undocumented workers still pour 
across the border, many with their sights set 
on southern California. u 
So Costa Mesa, an affluent Los Angeles 
suburb nestling between Newport Beach 
and Disneyland, decided to do something 
about it. Its city council has laid down new 
rules. Not only must the undocumented - 
would-be workers get out of the park; they 
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MERICAN SURVEY 








ts. All public-service agencies, including 
te charities but not health-care orga- 














s. In order to-receive a financial grant 
m the city, an organisation must sign a 
ntract promising that it will not house, 
d, find jobs, or otherwise help people 
€ in the United States illegally. Oth- 
be it soup kitchen or soccer club, it 
lose its city money. 





t also be denied the charity of city resi 


tions, are forbidden to serve illegal. 








Many local residents are pleased with 
the new measures, finding them long over- 
due. Others are shocked. The American 
Civil Liberties Union is challenging the law. 


` Its message, says ACLU’s local representative, 
is that if you look like an undocumented ~ 


worker "Costa Mesa does not want you 
here”. The director of a private charity says 
that she will return the money to city hall 
before she checks the citizenship of clients 
seeking food or clothing. 


Much of Costa Mesa's money for public 
services comes from the federal Department 
of Housing and Urban Development. And 
nobody knows what HUD will think of the 
city council’s new ordinance. Mr Orville 
Amburgey, the councillor who inspired the 
policy, is confident that the department will 
be supportive since the city is simply enforc- 
ing federal immigration law. But if HUD rules 
that the new policy is illegal, it will, without. 
doubt, be changed. 




















































ty activism 


NE, CALIFORNIA 


O. EXASPERATED was one city in 
southern California with the general 
Of action to protect the ozone layer that 
as passed its own law restricting the use 
chlorofluorocarbons (cFcs) within its 
O00-acre jurisdiction. From next summer 
usinesses in Irvine that use ozone-de- 
eting compounds must adapt their equip- 
ent to prevent the stuff from entering the 
osphere. Irvine is the first city to enact 
ich a ban, though others, including Los 
ngeles, have placed restrictions on plastic 
od-packaging that contains CFCs. A mote 
he global eye, maybe, but not unusual 
aviour for Irvine. 
A liberal island in Orange County’s 
mservative sea, Irvine prides itself on its 
cern about national and international is- 
It is home to the Centre for Innovative 
lomacy (CID), a five-year-old activist 
inisation that promotes local responses 
non-local matters: world peace, apart- 
, nuclear weapons, Central America. 
he’s mayor, Mr Larry Algran, is CID's ex- 
ive secretary. Its president is Mr Mi- 
el Shuman, a Stanford University law 
te who used to run an international 
puter link called Peace-Net (and is now 
cambridge, Massachusetts, researching 
legality of municipal activity in foreign- 
y matters). 
| he organisation today has 4,000 mem- 
„nearly 1,000 of them mayors or other 
ed city officials. It publishes a quarterly 
in of Municipal Foreign Policy. Its ac- 
have been known to irritate people 
hington who reckon that foreign pol- 
a presidential matter. 
.CID's message is one that appeals to 
d-pressed city administrators, especially 
the wake of the Reagan administration's 
-in federal grants. It argues that too 
ch federal money is being spent on de- 
ence at the expense of inner-city afflictions 
h as drugs, homelessness, teenage preg- 
ncy and school drop-outs. A predictable 
int of view; national security, CID argues, 
finding a solution to these urban 
bles. 








Where CiD's approach is different is in 
its support for what it calls "innovative for- 
eign policy strategies" by local people. 
Irvine's banning of CFCs is one example of 
an innovative strategy; sister-city links with 
foreign towns is another (see next story). 
Other examples of “citizen diplomacy" are 
the 900 resolutions passed in favour of a nu- 
clear-weapons freeze and the 118 laws ban- 
ning nuclear-weapons production in local 
jurisdictions. 

More than 100 cities have ordered di- 
vestment of public money from firms doing 
business with South Africa. Others have de- 
clared themselves "sanctuaries" for refu- 
gees, often from El Salvador, that the ad- 
ministration refuses to accept. Seattle has a 
locally financed “Office of International Af- 
fairs". Last year 200 city officials got to- 
gether with 100 Nicaraguan mayors in Ma- 
nagua to pledge their commitment to 
Nicaragua's stability. 

But, for Irvine, pollution is the battle of 
the moment. The city is calling for an inter- 
national gathering of mayors and city offi- 
cials next year, perhaps under United Na- 
tions sponsorship, to address ozone 
depletion. It wants participants to sign a 
“stratospheric protection accord” which 
would set its sights at ridding the world of 
harmful chemicals. Irvine’s anti-CFC ordi- 
nance is regarded as a model. Fifty cities 
have already asked for copies of it. 





Sister Sandinist 


BOSTON 


OLUNTEERS from Brookline have 

been working in Quezalguaque on a 
new health clinic. A group of eight, includ- 
ing four high-school students, from Con- 
cord recently visited San Marcos. Another 
group in Lexington is discussing ways to fi- 
nance a portable sawmill for the town-of 
Waspan. All are projects of “sister-city” 
committees in towns in Massachusetts that 





are linked to towns in Nicaragua. 

The sister-city idea has been around for 
a long time: 1,120 American towns are said 
to have sisters abroad. Nicaraguan towns are 
in particular demand. There are some 80 
Nicaraguan-American links (and at least 15 
with the Soviet Union and 25 with China). 
The Nicaraguan sisters get more than offers: 
of friendship. They are sent goodies like ve 
hicles, medicine, food, clothing, basebal: - 
equipment, school supplies, bicycle parts, 
dental chairs and toothbrushes. Delegates 
travel to and fro, spreading the word. 

Wisconsin, the state most committed to 
helping Nicaragua, has financed orphanages 





and sends everything from computers to ba- 
bies’ nappies. Portland, Oregon, helped tc ^ 
build a hospital. New Haven, Connecticut 
collected verse for a bilingual book. 

Most of the money for all this comes - 
from individuals and organisations, not the 
taxpayer. A lot of low-key money-raising—a 
dance in Concord, wine-tasting in Lexing- 
ton—goes on. A sister-city committee may 
be officially sanctioned by the town it repre- 
sents but it seldom receives money from the 
town council. 

Up to a point: these groups are doing 
what President Bush called for: solving so- 
cial ills through volunteer efforts. But for 
many of them, charity is not the primary 
aim. They see their towns as enclaves of re- 
sistance to what they consider to be wrong- 
minded American foreign policy, and hope 
by their efforts to dent that policy. 

This is the plain goal of some of the pos 
litical and anti-nuclear groups that have 
organised sister-links with Nicaragua and 
the Soviet Union. Like polit rims 
Russia and China i li 
activists. are 



















For us, flying is precision work. 





No matter what. There are something which you can Because they think it's 

certain things where we expect of every airline. impossible to be too 

aren't prepared to budge an For us, however, it's not thorough. That's just the 

inch from our basic prin- enough. Our technicians way we Germans are. For 

ciples. For instance, when and engineers work with a us, everything has to be 

it comes to technical relia- degree of precision only exactly right. There are 

bility. rarely achieved elsewhere. simply some things where 

Regularly, our aircraft are Using highly sensitive we never try to cut corners. 

subjected to a wholerange testing equipment, they And this pays in the long 

of visual, status, function inspect every aircraft down run. Precision is our maxim. 

and detail checks. This is to the last rivet. And we won't budge an inch 
from this. 
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Most frequent flyer. 


Nothing is more costly for an airline than 
engines that can't fly Which is why no matter 
how else engine operation is measured, 
performance of duty, flight after flight, is the 
criteria that really matters. 

So among the high by-pass turbofans 
of the 60,000-pound-plus class, which has 
earned the accolade, “most reliable”? 

GE's phenomenal CF6-80C2. 

Derived from the turbofan technology 
GE pioneered, the -80C2 began commercial 
service with the reliability record of an engine 
at full maturity. 

It’s a record that’s only gotten better. 
Among its peers, the CF6-80C2 typically 
requires fewer spare parts, which lowers your 


inventory. It makes fewer shop visits, which 


significantly reduces your maintenance costs. 


And its in-flight shutdown and delay and 
cancellation rates are so low, it is the only 
engine in the class to make FAA 180-minute 
ETOP approval possible for the new 
widebody twins now entering service. 

GE’s CF6-80C2, the industry's most 


frequent flyer with the bonus of lower costs. 


GE Aircraft Engines 
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The first steps you should take to start doing 
business in Australia. 


If you're thinking of doing business covers the whole of Australia and key 
in Australia, the Commonwealth Bank financial centres of the world. 
will be able to give you a knowledgeable 


ntroduction to Australia’s complex provide expert advice on investments, COMMONWEALTH BANK 
narketplace. markets and opportunities. OF AUSTRALIA. 


you step into the Australian market, step 


into the Commonwealth Bank. 
Putting us in the best position to 


Our network of over 1250 branches All of which suggests that before Australia’s leading bank. 


Sydney (Head Office), Tel 61 (2)227 711. London, Tel 44 (1)6000822. Frankfurt, Tel 49(69)290166. New York, Te! 1(212) 848 9200. Chicago, 
Tel 1(312) 876 1200. Los Angeles, Tel 1(213)6894702. Tokyo, Tel 81(3)213 7311. Singapore, Tel 65 (224)3877. Hong Kong, Tel 852 5-221093. 








promise of a revolutionary society. Sister- 
city organisers believe that governments di- 
vide a naturally peaceable family: ordinary 
citizens in ordinary towns are allies. 
But not all towns are ordinary. In 1984 
Greenbelt, Maryland, unilaterally declared 
the Soviet city of Rezekne to be its sister. No 
answer. For two years Greenbelt's children 
wrote to their sister-city's children. No an- 
swer. The problem, it turned out, was that 

* Rezekne was the site of a slave-labour camp 
and a KGB prison, both of which were part of 
a section of the Gulag that was particularly 
known for its brutality. 

The Russian experience points to a 
wider problem: people may be the same the 
world over, but governments are not. The 
politicos in many foreign lands not only de- 
termine the access that Americans can have 
to their chosen town, but also channel the 
goods and services that the Americans pro- 

-~ tide. When an American town sends food 
x medical supplies to a Nicaraguan sister, 
the goods are almost always distributed 
through the mayor's office and the commit- 
tees that the mayor controls. Friends get 
supplies; political enemies do not. 

Americans who have visited their Nica- 
raguan sister cities come back moved by the 
poverty and enchanted by the "grace" and 
"warmth" of the Nicaraguan people. But 
the discovery that people, just about every- 
where, are nice does not settle the question 
of how to respond to particular govern- 
ments. Representative Chester Atkins, in 
supporting the Concord-San Marcos sister- 
city programme, noted that "when commu- 
nists play baseball, democracy is not far be- 
hind." If that were true, baseball-mad Fidel 
Castro would be long gone. 





Jim Bakker 


^innamon buns 


COLUMBIA, SOUTH CAROLINA 


ES, said the prison psychiatrist, Dr Sally 

Johnson, Mr Jim Bakker's astonishing 
collapse was perfectly genuine. And yes, said 
the judge, Mr Robert Potter, he was compe- 
tent to continue to stand trial on fraud and 
conspiracy charges. So ended a strange little 
episode that began last week when the 
televangelist, sobbing and manacled, was led 
to a federal prison hospital for psychiatric 
evaluation. 

The judge ordered Mr Bakker's commit- 
ment after the preacher’s own psychiatrist 
said that Mr Bakker was hallucinating and 
“lying in a corner of his attorney's office, 
with his head under a couch, hiding" before 
the fourth day of his trial in Charlotte, 
North Carolina. Mrs Tammy Faye Bakker, 
who was not indicted with her husband, at 
first blamed his collapse on an allergic reac- 
tion to a sedative. This had been given to 








In the grip of panic 


Mr Bakker after a colleague, and a key pros- 
ecution witness, became unconscious on the 
witness stand after incriminating Mr Bakker 
(it turned out that he was only dehydrated). 

Miss Jessica Hahn, the woman whose 
sex-and-money dealings with Mr Bakker led 
to his 1987 resignation from his Praise the 
Lord (PTL) ministry in 1987, said that he had 
collapsed only to gain sympathy. "He is a 
master of manipulation", said she. 

But Mr Bakker has had psychiatric trou- 
bles before. He had a nervous breakdown in 
1969 when he worked for Mr Pat Robert- 
son's television ministry in Virginia. He has 
been described by former colleagues as emo- 
tionally unstable and paranoid, often crying 
and depressed for weeks at a time, some- 
times curling his body into a foetal position. 

Dr Johnson was kindly but firm. Mr 
Bakker, she testified, was not mentally ill 
and could stand the ordeal of a resumed 
trial. He had suffered from a “panic-attack” 
when, after three years of refusing to recog- 
nise the trouble he was in, he finally grasped 
his downfall. 

Mr Bakker is accused of diverting more 

than $3.7m of PTL money to his own use. If 
convicted, he faces up to 120 years in prison 
and more than $5m in fines. Prosecutors of- 
fered the jury examples of how Mr Bakker 
used his ministry's money: 
e $100,000 for a private jet to fly clothing 
for Mr Bakker and his family to California. 
e Ownership of two Rolls-Royce and four 
Mercedes-Benz cars, including one to drive 
around Mr Bakker's 11-year-old son, Jamie. 
e $100-worth of uneaten cinnamon buns to 
make Mr and Mrs Bakker's hotel suite smell 
nice. 

A panic-attack, as the jury shakes its 
head over that sort of thing, is perfectly 
understandable. 

——————— a 
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was very different: he was an English - 
professor and the president of Yale - 
University from 1978 to 1986. But he 
told a reporter before he became pres- 
ident of the university that “the only — 
thing | ever wanted was to be presi- 
dent of the American League” (one — 
of professional baseball's two major ' 
leagues). So he was to be seen around 
the campus wearing a Boston Red 
Sox cap and, or so it has been said, 
carrying a radio to listen to sports 
commentaries during the duller 
meetings. 

This double interest has led al- 
most every newspaper to report his 
death as that of a “Renaissance 





man". But Mr Giamatti’s tradition of. || 


the scholar-athlete owes more to an- 
cient Greece than the Renaissance. 
Mr George Will, another cerebral 
jock, is a political commentator of 
great fame as well as a devoted fan of 
the Chicago Cubs. He explains that 
sports are a civic undertaking and 
that a society should take seriously 
how it organises its leisure. Baseball : 
captures his fancy because it is a game 
*in which attention to detail most re- 
wards the player and the spectator.” 
He is writing a book, called “Men at 
Work”, about three baseball players — 
and a manager. 

Professor Stephen Jay Gould of 


ing evolutionary theory and best-sell- — 


Harvard, co-inventor of an interest- p l 
P 
^ 


ing author of essays about science, 
uses his passion for baseball to illus- 
trate his craft: “Few systems offer bet- 
ter data for a scientific problem that. 
evokes as much interest, and sparks 


as much debate, as any other: the || 


meaning of trends in history as ex- 
pressed by measurable differences be- 
tween past and present." Talk like — 


that about cricket in an Oxford com- || 


mon room. 
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; First half results 
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Sales £1,1182.4m +11.2% 
Trading Profit £102.0m +14.4% 
Pre-tax Profit £949m +16.2% 


Earnings per Share 9.77p + 8.9% 


Dividend per Share 2.80p +16.6% 
siemens NEQNE CENE 


€ Sales, profit and margin up against last year, 





@ Continued emphasis on future growth, with marketing 
and capital investment programmes increased. 


€ Earnings per share up 8.9% (19.4% after adjusting 1988 
for the one-time Advance Corporation Tax credit). Interim 
dividend up 16.696, 


€ Proposed acquisition of Crush International, announced 
on 31 August, gives an exceptional opportunity to expand 
the Beverages business in international markets. 


® Proposed acquisition of the Garden Cocktail and Tomato 
Clam Cocktail juice business of E D Smith & Sons Ltd 
develops Canadian juice business. 


@ Board confident in outlook for the year. 





Sir Graham Day, Chairman. 
Schweppe es 


The contents of this advertisement have been approved for the. - 
Purposes of Section 57 (1) af the Financial Services Act 1986 by ^ 

.Coopers & Lybrand who are authorised by the institute of Chartered. ~ 
Accountants in England and Wales to carry ofr investment Business. 
“Past perlormarice is not necessarily an indication of future. pertormance. 
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INTERNATIONAL 


De Klerk gets his chance 


FROM OUR SOUTH AFRICA CORRESPONDENT 


OR a leader of the National party, win- 

ning power is the easy part of politics in 
South Africa. The difficult part is sharing 
power with blacks. 

Mr F.W. de Klerk has a narrower major- 
ity than the whopping 133 seats out of 178 
enjoyed by his predecessor, Mr P.W. Botha. 
The Conservative party on his right gained 
17 seats in the election on September 6th, 
bringing its strength in the all-white cham- 
ber of Parliament to 39. The new Demo- 
cratic party, campaigning openly for univer- 
sal suffrage, captured 33 seats. In 
the constituency of Fauresmith 
there appeared to be a Conserva- 
tive-Nationalist tie, and another 12 
seats will be filled later by nomina- 
tion. But Mr de Klerk still has a big 
enough majority, with 93 of the 
elected seats under his belt, to con- 
tinue the task his predecessor 
claimed to have started: the reform, 
and ultimately the dissolution, of 
the apartheid system. 

It will not be easy. Black South 
Africans and South Africa-watchers 
overseas expect far more of Mr de 
Klerk than they expected of Mr Bo- 
tha. Yet Mr Botha used his 11 years 
at the top to drag South Africa a 

urprising distance from the pris- 

tine apartheid invented by Hendrik 
Verwoerd. He dragged it far enough 
to prompt the creation, by Nation- 
alists appalled by his reforms, of the 
ultra-right Conservative party in 
1982. Indeed, the main difficulty 
facing Mr de Klerk, once he is for- 
mally confirmed as president next 
week, is that most of the easily re- 
formable bits of apartheid have now 
been reformed. The crucial change 
that remains to be put in place, giv- 
ing the black majority a say in the 
running of its own country, is also 
the hardest to achieve. 

Under Mr Botha the South Af- 
rican government recognised black 
trade unions and gave them rights in a sys- 
tem of collective bargaining. lt scrapped 
laws prohibiting inter-racial sex and mar- 
riage and the formation of multi-racial po- 
litical parties. In many places it chose not to 
enforce the Group Areas Act, which sepa- 
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How they voted 
Seats in South Africa's white House of Assembly 
Total seats: 178 


National party 93 
Conservative 
party 39 


© Eight elected by members of Parliament, four nominated by the president 
NB one constituency was fied 








And they got them 


rates black neighbourhoods from white 
ones. Large numbers of blacks were allowed 
into hospitals, universities and private 
schools nominally reserved for whites. Mr 
Botha abolished the hated system of influx 
control, which restricted the entry of blacks 





























































into white-designated towns and cities. 
These changes had one thing in com- 
mon. They could be imposed unilaterally by 
the white government. Mr Botha's attempts 
to share power with blacks on terms dictated 
by whites fared much less well. 
In 1984 Mr Botha introduced a new 
constitution that gave Coloured (mixed- 
race) and Indian South Africans their own 
chambers in the previously all-white Parlia- 
ment. The blacks, excluded, burnt their 
townships in protest. In 1986 Mr Botha 
abandoned the policy under which some 9m 
blacks had been deprived of their South Af 
rican citizenship and made citizens of four 
nominally independent — "homelands" 
(Transkei, Ciskei, BophuthaTswana an i 
Venda), whether or not they lived there. Mr 
Botha brought in a law making it poss 
for these people to regain South 
citizenship. The implication was 
that blacks living outside the home 
lands would be accommodated pc 
litically in South Africa. E 
Easy to say. But Mr Botha's bid 
to draw blacks into government 
failed. A proposed national council, 
where the main races would write | 
new constitution for all South Afri- 
cans, never got off the ground. Ne 
black leader with any following, not 
even the relatively pliant Zulu lead- 
er, Chief Mangosuthu Buthelezi, 
was willing to serve on it until 
unconditional release from jail of 
Mr Nelson Mandela. 
How is Mr de Klerk to move 
from here? He chose to interpret 
this week's election as “a clear man- 
date for the National party's poli: 
of orderly reform". But there is 
nothing at all clear about the kind 
of reform he has in mind. Some 
scope still exists for unilateral lega 
changes. Mr de Klerk could, for ex 
ample, abolish the laws that prov de 
for compulsory classification by 
race, for residential segregation and 
for separate public amenities. Hi 
could repeal the Land Act, which 
places severe limits on the ri L 
black people to own land. But, most 
important of all, he needs to devise 
a new political dispensation, and 
that will require negotiating with 
South Africa's blacks. " 
Mr de Klerk claimed before the electior 
that a negotiated settlement would be the: 
main aim of the new government. To tha 
end he will probably try to revive what he 
calls the "great indaba”, after the Zulu word 
for a tribal gathering. But nobody of impor- 
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FROM OUR AFRICA CORRESPONDENT 


Or SEPTEMBER 27th-28th, says an 
ad in Harare’s main paper, there 
l be a "Customs Rummage Sale”: the 
ist of wistful owners whose goods are up 
or sale covers most of page four. Save 
the Children’s books and typewriter rib- 
bons could be under the hammer; the 
university's zoology department may lose 
biological samples; Norwegian People’s 
id may forgo duvets, sheets and pil- 
lows. Four rural hospitals, too poor to 
pay the duty, will not be getting the 
medicine and spare parts for ambulances 
nt to them by foreign friends. All these 
organisations have had goods im- 
pounded by Customs. Having failed to 
rescue them in the allotted time, they 
could now see them sold to the’ public. 

_ Their failure, in Zimbabwe, is under- 
standable. Your correspondent’s laptop 
computer may turn up on a future list. 

mbabwe's High Commission in Lon- 
don says that temporary residents are al- 

‘owed to bring in their possessions free of 
duty. The customs officer in Harare has a 
rent tale to tell. A local bank, he ex- 
lains, must guarantee that the com- 
outer will not be sold in Zimbabwe; fail- 











ing that, 7096 duty must be paid. Three 
days later, presented with the guarantee, 
the same official is unappeased. Now he | 
wants an import licence: apply in writing | 
to the Ministry of Trade and Commerce, | 
and wait for 10-14 working days. | 
Even when the paperwork is over, a 
final battle remains, The airport has two | 
špecial warehouses, where crates of con- | 
| 

| 





fiscated goods rot. They are stored nei- 
ther alphabetically nor chronologically. 
Desperate owners must rummage fast to 
escape the Rummage Sale. 

























nobody, certainly, from the banned 


ttend the indaba unless Mr Mandela is 
first. And without the participation of 
ANC, and of its internal allies in the Mass 
iocratic Movement, the chances of a ne- 
tiation are negligible. 
If the freeing of Mr Mandela were the 
condition blacks put forward before 
Ing a negotiation, Mr de Klerk might 
'mpted to let the old hero out, It is not. 
ANC also insists on the unbanning of all 
Wed organisations, an end to the state 
emergency, the freeing of all political pris- 
ers, the removal of troops from black 
ships (more than 20 black people are 
sported to have been shot dead on election 
) and a ceasefire between its guerrillas 
the government’s security forces. These 
ditions, already endorsed by the Orga- 
ation of African Unity, are a lot more 
a newly elected white president is likely 
vite off in a hurry. 
Before his victory, Mr de Klerk declared 
om platforms around the country that he 
uld never negotiate with the ANC unless it 
ounced violence unilaterally. That may 
€ been something he had to say to pre- 
nt driving more white voters into the arms 
he Conservative party. But even if he 
oes one day entice serious black leaders to 
negotiating table, he will then have to 
persuade them that his party's recent em- 
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National Congress—will be willing - 


phasis on “group rights” and control by 
each race of its “own affairs” is not just 
apartheid by another name. A lot of white 
voters hope earnestly that it is. But a grow- 
ing minority—those who voted Democratic 
this week—have come to believe that every 
South African deserves a vote, whether he is 
black, white or brightest purple. 





eke á 
Non-aligned 
Non-sequitur 


A ps never seem to do very well in Bel- 
grade. The 1989 summit meeting of the 
non-aligned movement has been in many 
ways depressingly similar to its first, in 1961, 


which also took place in Yugoslavia’s capi- 


tal. The membership of the movement has 
quadrupled since then but on the evidence 
of this week’s assembly, which ended on 
September 7th, the non-aligned still have 
trouble knowing what they are there for. 

In 1961 Nehru, the progenitor of non- 
alignment, backed by Burma and Cyprus, 
had to argue hard and long against Yugosla- 
via, Egypt and Indonesia to explain that the 
point of the movement was not to fight colo- 


nialism but to try to soften the cold war.: 


“Classical colonialism”, he said, “is gone 









and is dead." Twenty-eight years later Neh- 
ru's grandson, Mr Rajiv Gandhi, this time 
supported by Yugoslavia, has been arguing 
against Egypt and Indonesia (again) and var- 
ious communist countries, including Cuba, 
Nicaragua and Ethiopia, that ideological 
non-alignment is no longer the point. The 
changes in the communist world have taken 
that off the agenda. The chief concerns now 
are international debt, the environment and 
human rights. 

The field of battle was the draft of the 
conference's final declaration, a document 
prepared by the host country, Yugoslavia, 
after months of patient consultation. This 
would have steered the conference away 
from anti-colonialism and cold-war fussing 
towards more pressing issues. The foreign 
ministers’ preparatory meeting accepted the 
text. Then, with second thoughts, the coun- 
tries described in one Yugoslav newspaper 


as "supporters of conservative and dogmatic ~ 


trends” organised a counter-attack. One of 
their amendments, which was accepted, ob- 
serves that "over 20 territories and millions 
of people" still live under "colonial or alien 
domination". These turned out to be terri- 
tories that are mostly microscopic specks on 
the map of the world. The 20 do not appear 
to include the non-Russian parts of the So- 
viet Union. 

Those "conservatives and dogmatics” 
include at least two lots of countries. The 
communist ones—whose presence in a 
“non-aligned” movement is one of its oldest 
ironies—just want to go on belabouring the 
West. But some of the larger non-commu- 
nist countries, such as Indonesia and Alge- 
tia, have a different reason for trying to live 
in the past. For them, the old politics of 
ideological neutrality is a teddy-bear to 
clutch when the big bad wolf—growing 
debt, a decaying environment—glares at 
them through the window. 

Not all of the conservatives are unaware 
of the presence of the wolf. Almost. every 
speaker in Belgrade lamented the crushing 
burden of debt borne by so many third- 
world countries. The most popular solution 
seemed to be outright cancellation. General 
Babangida of Nigeria, who put forward a de- 
tailed plan for a gradual scaling down of the 
debt burden, belonged to a more practical 
minority. 

Amid much worry about the environ- 
ment, it was left to India's prime minister to 
propose the establishment, under the 
United Nations, of a "planet-protection 
fund to develop or purchase conservatione 
compatible technologies". This would befi- 
nanced by a contribution of 0.1% of every 
country's GDP, which, Mr Gandhi calcu- 
lated, could amount to $18 billion a year. 

Little was said about the menace of 
drugs, perhaps out of delicacy towards the 
presence of drug-growing countries like Pa- 
kistan, Colombia and Bolivia. But the con- 
ference was keen to modernise its "method- 
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he left. 


of parliaments. 


HE third world's a stage. To the theatre of the non-aligned conference, Colonel 

Moammar Qaddafi flew, preceded by six camels brought for the occasion because 

the great actor drinks their milk every day as an elixir (so it is said). Away from the 

great hall in Belgrade he set up his tent—a genuine Bedouin one, also flown in for the 

occasion to make the great tribesman feel at home. Here, late at night and umbrella 

prudently in hand, he made his exits and entrances, calling an impromptu press con- 
ference to announce that he had come to save the non-aligned movement. 

This promise he fulfilled the next day. Striding into the hall in flowing robes 
(something of an anti-climax: he had promised to ride there on horseback), he held 
forth while his bereted lady bodyguards became involved in a scuffle at the door. The 

_invaders of Palestine, he proclaimed, should go back to Alsace. Italy should pay repara- 
tions to Libya for its colonial occupation; so should every other colonial power to 
every other ex-colony. The five permanent members of the United Nations Security 
Council should have their vetoes removed; the non-aligned conference should be 
changed out of all recognition. After speaking for one hour of his allotted 20 minutes, 


Far from Belgrade, Libya has applied to be readmitted to the Inter-Parliamentary 
Union, an organisation to promote legislatures round the world. Last week the colonel 
celebrated the 20th anniversary of the Libyan revolution by promising to rid the world 
























































ology”, meaning that speeches should be 
shorter, and documents fewer and more 
concise. The recommendation has not yet 
come fully into effect. Many speeches, as 
usual, ran on and on. It is pleasant that the 
final clutch of 20 resolutions (“action pa- 
pers", as they are now hopefully called) plus 


the main declaration should come to only 
about 50 pages, roughly a quarter of the 
monstrous totals of the past two summits. 
But the crippling procedure of decision- 
making by consensus is to continue, and no 
centralising secretariat is to be set up. The 
movement will continue woolly. 

z 





Argentina 


Pinch me, | must be dreaming 


FROM OUR SPECIAL CORRESPONDENT IN BUENOS AIRES 


(€T T'S almost like a science-fiction story,” 

says Mr Alvaro Alsogaray, leader of 
the Democratic Centre Union and long- 
standing advocate of free-market policies. 
“We have advanced more in two months 
than in the past 30 years.” These are strong 
words from Argentina's best-known conser- 
vative curmudgeon, but they are echoed by 
most landowners and industrialists. The ob- 
ject of their adulation is President Carlos 
Menem, who took office in July. He has al- 
ready appointed businessmen instead of bu- 
reaucrats to run the economy and has now 
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started to break up the huge state-owned in- 
dustries. On September Ist he announced 
plans for the partial privatisation of the loss- 
making state railways. 

Mr Menem behaves like the populist 
Peronist that he is. Notwithstanding his 59 
years, he has recently played soccer with his 
country's footballing hero, Mr Diego 
Maradona, driven around a stock-car cir- 
cuit, appeared in a basketball match and ar- 
ranged a tennis game against Miss Gabriela 
Sabatini. It is all for charity, but he gains 
too: his approval rating in the opinion polls 





recently soared to more than 7096. 
Prosperous Argentines feared the 
when the tempestuous governor of the 
mote province of La Rioja crushed the sensi- 
ble candidate of President Raul Alfonsin's: 
Radical party in last May's election. They: 
had cause. In the past Peronism meant po- 
litical gangsterism, bloated government 
budgets, economic stagnation and a neu- 
rotic nationalism verging on xenophobia. 
Since the election Mr Menem has dumped 
this legacy so fast that Argentina is now 
awash with converts called ‘‘Menemistas de 
repente "^, or "sudden Menemists”’. 

Sudden converts are not always loyal 
ones. Argentine workers seem ready to give 
Mr Menem six or seven months to show 
them that life is getting better before they — 
start grumbling. He and his economy minis- 
ter, Mr Nestor Rapanelli of the vast Bunge 
& Born conglomerate, have already started. 
A freeze on wages and prices is said to have 
cut inflation from 200% a month in July to - 
about 796 in August. Two new basic laws 
have been rammed through Congress. One: 




























curtails subsidies to state enterprises, Wi 


other empowers the government to 


them off. After the railways, the next ser- 1 
4 


vices for sale will be the appalling telephone 
company, two over-staffed television sta- 
tions, even some roads and bridges. 
Most union leaders have been slow to 
notice the big changes around them. When / 
Mr Menem announced his plan to break up ` 
the railways, a policy that will put many: 
union workers out of their jobs, the loyal 
Peronist who leads the railway workers’ 
union stood uncomplainingly at his elbow. - 
Mr Menem is also fortunate in that the usu- 
ally truculent trade unions are divided by a 
personal rivalry between an old-style 
Peronist, Mr Saul Ubaldini, and the more 
supple Mr Lorenzo Miguel. | 
Mr Alfonsin's presidency was bedev- l 
illed by fear of mutiny from the army. By - 
prosecuting some officers accused of murder - 
and torture during the “dirty war" of the - 
1970s, but ignoring others, he managed to 4 
anger both human-rights campaigners and 
soldiers in equal measure. The new presi- 
dent seems anxious to make a quick deal 
with the soldiers. He is expected to drop | 
charges against a dozen officers currently on J 
trial and, after a while, to give pardons to 
most of the senior officers (including the no- E 
torious General Jorge Videla) already in jail. | 
When Mr Alfonsin grumbled about the 
prospect of pardoning these villains, Mr. 
Menem shut him up. "Silence is healthy," 
he said. i 
The other quick fix he seeks may elude © 
him. Mr Menem wants to end the dispute | 
over the Falkland Islands, by normalising re- ` 
lations with Britain at the same time as ] 
putting the two countries' rival claims to 
sovereignty "under an umbrella". His for- ! 
eign minister, Mr Domingo Cavallo, says | 
that "we need the policy that Spain has — 


51 









TT 


"> 











INTERNATIONAL 
Gibraltar—to solve the problem by 
g it dissolve.” He claims to hanker for 
happy days when Falklanders flew rou- 
ely to Argentina to do their shopping. 
In October Britain and Argentina are to 
old formal negotiations in Madrid. 
Progress may not be as fast as the Argentines 
d like. Mr Menem is looking for a meet- 
g with Mrs Thatcher, and a package deal 
which Argentina might be prepared to 
clare a formal cessation of hostilities in re- 
1 for Britain's scrapping of its 150-mile 
protection zone” around the islands. The 
ritish, more cautious, favour a step-by-step 
oach. They demand "security assur- 
ances”, and intend to complain about the 
restrictions clamped on British-owned busi- 
nesses in Argentina. 

Falklands apart, can Argentina really 
bounce back? Its record is unpromising. In- 
lation could take off again at the end of 
Sep ember, when the current wage-and- 
price pact expires, or if the government de- 
d to pay its way by the old technique of 
printing banknotes instead of collecting 
axes. But Mr Menem has persuaded a lot of 
old curmudgeons, at home and abroad, to 
give him a sporting chance. It would be re- 
reshing, for once, to cheer for Argentina, 


cry for it. 
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On Noriega's 
String 


JOM OUR CENTRAL AMERICA CORRESPONDENT 


"*—ENERAL Manuel Noriega's sixth 
J front-man in as many years was sworn 
n as Panama's president on September Ist. 
znant foreigners seemed to pay more at- 


than did the bored Panamanians. 
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Noriega stays on Solis Palma fades aw 





President Bush promised to impose new 
sanctions, including a possible ban on ships 
flying Panama's ubiquitous flag. Peru's Pres- 
ident Alan Garcia said the new government 
was “hand-picked by a dictator". He broke 
off diplomatic relations. So did Jamaica. 

The new president, Mr Francisco Rodri- 
guez, is a close friend of General Noriega, 
having audited the accounts of the govern- 
ment and—in so far as they are different— 
of the general, for many years. He calls his 
administration “a product of the best politi- 
cal options". Between hollow laughs, some 
diplomats in Panama hope he may at least 
be better placed than his predecessor, Mr 
Manuel Solis Palma, to offer a way out of the 
deadlock that has prevailed since General 
Noriega's men refused to accept their candi- 
dates' defeat in last May's election. 

In his inaugural speech, Mr Rodriguez 
talked of building bridges, without saying 
who or what would be at the other end of 
them. Nowadays Cuba and Nicaragua are 
the only outside countries willing to have 
much to do with Panama. Inside Panama 
the Democratic Opposition Alliance has re- 
fused to deal with General Noriega until its 
election victory is recognised and he steps 
down. But the opposition, too frightened to 
organise much open protest against the gen- 
eral, is losing support. The only signs of res- 
tiveness are at Panama City's university. 
Elsewhere Panamanians live with dictator- 
ship and shrug their shoulders. 

The opposition may now find itself un- 
der pressure to open a dialogue with the new 
government. Mr Rodriguez talks vaguely of 
new elections. Practical people point out 
that there is not much point in the opposi- 
tion's continuing to demand that General 
Noriega must go. Perhaps, it is said, the op- 
position should accept the challenge of de- 
feating him at the polls a second time. But if 
the general is unbudgeable, why bother? 
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Nicaragua 
Getting to know 
UNO 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


HE debates were heated, but in the end 

the main opposition alliance managed 
to choose its presidential candidate for the 
elections next February. It did so without 
wrecking its fragile unity, but only just 
and—perhaps—only for the time being. 

The 14-party opposition alliance, the 
Nicaraguan Opposition Union, or UNO, 
worked hard to live up to its acronym. Its 
members are well aware that their only 
chance of defeating the ruling left-wing 
Sandinists is to stick together. Their choice 
as presidential candidate was Mrs Violeta 
Barrios de Chamorro, widow of the mur- 
dered newspaper publisher, Pedro Joaquin 
Chamorro, who, through the pages of La 
Prensa, campaigned against the dictator 
Anastasio Somoza and became a national 
hero. The leader of the Independent Liberal 
party, Mr Virgilio Godoy, was elected as 
candidate for the post of vice-president. 

Right-wing businessmen within the op- 
position were not pleased. The man they 
wanted to win, Mr Enrique Bolanos, fin- 
ished a disgruntled third. Some of his sup- 
porters grudgingly accepted the result, but 
others hinted darkly at forming a rival 
ticket. A few jeered that the election was al- 
ready lost. The Sandinist newspapers loved 
it, but the opposition's problems may be 
only beginning. Mr Godoy is facing an ac- 
cusation of embezzlement from within his 
own party. He is also little liked by the pub- 
lic, having introduced deeply unpopular la- 
bour legislation in the days when he served 
in the Sandinist government. à; 

The appeal of Mrs Chamorro, or "Dona 
Violeta", lies in her name and her reputa- 
tion as an implacable defender of democ- 
racy. Her husband's murder 11 years ago, 
presumably at the hands of Somoza's thugs, 
is remembered in Nicaragua as the event 
that galvanised people to throw off the 
Somoza dictatorship. Some of the prestige 
that surrounds his name rubs off on her. But 
she lacks political experience and is not a 
skilful public speaker. Her wealth, her con- 
sistent backing of the lost contra cause, and 
La Prensa's pro-American stance, may 
weaken her appeal. Sometimes, her style 
verges on the metaphysical. After her nomi- 
nation, she told a gathering of supporters: “I 
have asked my husband and God if I could 
bea loving link between them and all of you, 
and they said yes.” 

The Sandinists have yet to name their 
presidential candidates, but there is little 
doubt that President Daniel Ortega will run 
for a second term in office. His popularity 
has soared since he persuaded fellow Cen- 
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Ws you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 
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— tral American presidents to agree to a plan 
— for demobilising the contra army in Hondu- 
—— ras. With the rate of inflation falling, the lat- 
est opinion poll gave Mr Ortega a 14% lead 
~ over Mrs Chamorro. Worryingly for the op- 
position, the poll also revealed that 47% of 
- the population still do not know what the 
UNO is. 

The opposition hopes this will change. 
- Halfhour daily political party broadcasts 
have begun on one of the two government- 
run television channels. These, combined 
T with La Prensa and a number of radio sta- 
~ tions, give the opposition greater access to 
the media than they have ever had. So far 
most broadcasts have been amateurish: 
. video agencies have been contracted by 
1 Some parties in an effort to win viewers away 

from the Brazilian soap operas which run on 

h. — the other channel. 

The opposition claims that, as incum- 
" bents, the Sandinists have enormous finan- 
cial and organisational advantages. But most 
| observers concede that the Sandinists have 
—— gone out of their way to allow the opposi- 
— tion a reasonable chance. They have, for ex- 
ample, allowed it to receive funds from 
— abroad, largely from America and western 
4 B Europe. Still, 50% of all donations have to 

esti for Democracy, for “equitable” 

- distribution to all parties. 
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Colombia 
- Real war 


M ^ FROM OUR CORRESPONDENT IN MEDELLIN 


HE army puts on a good show for the 
foreign reporters who have descended 
on Colombia since President Virgilio Barco 
n his onslaught against the drug traf- 
ers of Medellin last month. Journalists 
cs shown around lavish houses and 
ranches seized from the fleeing drug barons 
— have seen crude fountains, thick rugs and 
— lots of velvet furniture. In a house which be- 
- longs to Mr Pablo Escobar, a leader of the 
- Medellin "cartel" of traffickers, the library 
contained Colombian law books as well as 
- Spanish translations of Mr Norman Vin- 
- cent Peale's “The Power of Positive Think- 
- ing" and Mr Richard Nixon's “Real Peace". 
E Real peace is just a dream in Colombia. 
— Since August 18th, when Mr Barco declared 
- a state of siege and sent his army against the 
— drug barons, the ground rules have changed 
— in Medellin. In the past traffickers were 
happy to murder those who stood in their 
way, but spared bystanders. Now everyone is 
fair game. On September 4th a gunman 
sprayed bullets into a crowd of passengers 
—— outside Medellin's airport. One person was 
| Killed before the attacker was himself shot. 
$ This was not an isolated incident. The 
Medellin cartel has responded to the presi- 
i dent’s drive against it with a declaration of 
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HE helicopters that plucked the 

American ambassador out of Beirut 
on September 6th may also have carried 
off General Michel Aoun's last hopes of 
evicting Syria from Lebanon. After the 
evacuation of Mr John McCarthy and 
his colleagues, the United States blamed 
the closure of the embassy on "deterio- 
rating local circumstances". 

This was not a reference to the Chris- 
tian-Syrian artillery duels, which have 
killed almost 800 Lebanese in the past six 
months, but to the anti-Amegican dem- 
onstrations outside the embassy on Sep- 
tember 5th. Angry Christian demon- 
strators accused America of colluding in 
Syria's occupation of Lebanon. Sooner 
than plunge his government into an- 
other hostage crisis, Mr McCarthy chose 
to withdraw. 

That is the official explanation. A lot 
of Lebanese Christians will draw a differ- 
ent conclusion. General Michel Aoun, 
the head of the army and Christian pre- 
tender to Lebanon's crown, decided last 
March to push the Syrians out of his 
country. He thereupon provoked an ar- 
tillery war against a stronger enemy, in 
the hope that outsiders would come to 
his rescue. The Iraqis sent him weapons, 
but no men to use them. France sent a 





Helicopter diplomacy 





battle fleet, but has kept it prudently far 
offshore. General Aoun's best hope was 
the Americans. Now even their ambassa- 
dor has gone. By pulling out, Mr McCar- 
thy may have sent the most effective dip- 
lomatic note of his career. 











The Syrians are staying 





war. On the day of the airport attack, three 
people were killed by bombs placed at banks 
and at a police post in Medellin. So was the 
wife of a police commander in the town of 
Villa Maria de Caldas. On the next day gun- 
men killed an army colonel's wife as she was 
leaving a supermarket. 

What the Medellin traffickers fear most 
from President Barco's campaign is the pros- 
pect of being extradited to the United 
States. They promise total war against Co- 
lombia's legitimate institutions, and particu- 
larly against the judiciary, which they accuse 
of having “sold us out to the government”. 
Nobody was surprised by the bombing of 
the offices of El Espectador, an anti-traffick- 
ers newspaper whose publisher was assassi- 
nated by the cartel three years ago. Bombs 
now go off several times a day. Banks are a 
favourite target. 

More surprising is the apparent change 
of tactics on the cartel's home turf in Medel- 
lin, where at the end of August the traffick- 
ers still enjoyed the support of many ordi- 
nary people. The attitude on the street was 
that drug trafficking was really a “demand 
problem", stimulated by the apparently in- 
satiable appetite of North Americans, and 
that a government like Mr Barco's, which 
negotiated with Marxist guerrillas such as 
the notorious M-19 group, should be able to 








talk to the drug cartels to guarantee civil 
peace. The traffickers’ resort to terrorism 
may be changing people's minds. 

Colombia's government, fortified by an 
influx of money, arms and aircraft from the 
United States, is unlikely to back down 
soon. The fight this time is for the right tr 
govern. A big test of President Barco's nerv 
came when he decided to extradite Mr 
Eduardo Martinez Romero, who is said to 
be the cartel's chief money-launderer. More 
tests will follow. The police have imprisoned 
the son of Mr Jose Rodriguez Gacha, one of 
the three top leaders of the cartel. The son, 
Mr Freddy Rodriguez, is a sullen 19-year-old 
who has been arrested before. After his pre- 
vious arrest the son of the president's chief 
of staff was mysteriously kidnapped, and 
then, when Freddy was let out of jail, just as 
mysteriously released. 

This time, things could be different. 
The government has found Mr Rodriguez 
Gacha's financial headquarters in central 
Bogota. It contained pay-off lists so long that 
the prominent names on them will have to 
be released very slowly, if at all, to prevent 
political turmoil. One presidential candi- 
date and two former cabinet ministers are 
rumoured to have been closely tied to the 
Medellin cartel. 
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Shop for a computer system these 
days and you'll see computer 
companies going to great lengths to 
impress you with their products. 
They'll talk performance, they'll 
talk product range. 


But what happens after the sale? 
Will they go to the same great 
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lengths to answer all your 
questions, and service all your 
equipment? 


They will if the company is 
Hewlett-Packard. 


At Hewlett-Packard, we learned 
long ago, no matter how sophisti- 
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any computer system 
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cated a computer system is, without 
strong service and support, it may 
not deliver 100%. 


In addition to offering one of the 
industry's broadest ranges of 
computer products, we make sure 
it's backed by a worldwide customer 
service network second to none. 


We also lead the industry in our 
commitment to open standards and 
we're equally committed to 
furthering our reputation for 


unparalleled quality and reliability. 


So remember, if you're looking for a 
computer company whose 
commitment doesn't end with the 


sale, call Hewlett-Packard. 


We're the missing link you've been 
looking for. 


HEWLETT 
UJ PACKARD 
A Better Way 


did 


ls 


EJ VU deme M cr sai ai din. D « 


3j 


JI VENE ISTIS 


* 
D 


dir 


yi 
| 
M 
^ 
. 
| 


iE. . 


SALA ud 


NOT PASSENGERS INTO AIRCRAFT. 








Right from the launch of tt 
A300, the first true wide-body twit 
aisle twin, Airbus offered bol 
passengers and crew much more spat 
than comparable aircraft. 


This philosophy has been adhere 
to throughout the development of th 
Airbus family, from the short-ha 
A320, widest in its class, to the ne 
generation of long distance airliner 
the A330 and A340. 


It is a philosophy that doesn't g 
unnoticed. The extra space allov 
generous legroom, wider aisles, biggi 
overhead lockers, all adding up to 
more comfortable flight. 


As a bonus it means more carg 
Capacity, more easily handled in secur 
Standard containers. 


This balance between the neec 
of airline managers and th 
requirements of passengers is no små 
achievement. 


Which is why the Airbus family 


so popular with so many passenge 
and airlines around the world. 
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EUROPE 


A growl out of Muscovy 


ITH the waves of nationalist unrest 

lapping closer towards them, Russia's 
conservatives angrily tell the sea to recede. 
On September 3rd, as demonstrations rip- 
pled through the Ukraine, as yet more peo- 
ple took to the streets of Azerbaijan's capi- 
tal, and as members of the Communist party 
* ^n the Baltic republics met to talk about 
»xreaking links with Moscow, the leader of 
the Kremlin's disciplinarians, Mr 
Yegor Ligachev, demanded time on 
television to lay down the party line. 

It was a blurry line. The need, 
said Mr Ligachev, was "first and fore- 
most to strengthen the unity of the 
party. In Central Committee build- 
ings from Tallinn to Tashkent this 
will be taken to mean that the time 
has come for Communists who have 
fraternised with nationalists to decide 
where their loyalties lie. Mr Viktor 
Chebrikov, Mr Ligachev's ally in the 
Politburo, had already said thar “kill- 
ers, thugs and gangsters must not go 
unpunished, whatever flags they hide 
behind..." But Mr Ligachev ex- 
plained, several times, that there 
would be no repression: politics must 
solve the problem. 

This happened just before Mr 
Mikhail Gorbachev was due to return 
:o Moscow from his summer holiday. 
Mr Roy Medvedev, a dissident who is 
now a member of parliament, once 
said that when Mr Gorbachev is away 
from Moscow policy can change by 
180 degrees. But this was no about- 
turn. Mr Gorbachev and the conser- 
vatives are united in wanting to pre- 
serve the integrity of the Soviet 
Union. They may also be equally baf- 
fled about how to do it. 

To understand why Mr Ligachev and 
Mr Chebrikov were able to speak for the 
whole leadership on this issue, it is necessary 
to appreciate the sheer size of the challenge 
some of the republics now present. Two 
days after Mr Ligachev’s warnings, Latvia’s 
nationalist movement, the Popular Front, 
said plainly that it wanted outright indepen- 
dence for Latvia. There have been several 
huge demonstrations in Azerbaijan, and a 
general strike gathered pace there this week. 
The officials sent from Moscow to govern 
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Nagorno-Karabakh, a mostly Armenian- 
populated enclave in dispute between Ar- 
menia and Azerbaijan, admit that the terri- 
tory is close to civil war. 

Mr Gorbachev fears that spreading na- 
tionalist unrest will destroy his reforms be- 
fore they have a chance to take the heat out 
of the nationalists’ grievances. The conser- 
vatives fear that Mr Gorbachev's 





Defiance in Azerbaijan 


perestroika and glasnost are unpicking the 
Soviet Union. 

All now have a nervous eye on the 
Ukraine, the biggest of the non-Russian re- 
publics. The most recent protests there were 
prompted not by nationalism but by a pro- 
posal to reserve a quarter of the seats in the 
republic’s parliament for the Communist 
party, or organisations loyal to it. Yet na- 
tionalism is stirring. A blow-up in the 
Ukraine could be an economic disaster: it is 
both the country's breadbasket and a centre 
of heavy industry. It has long been autocrati- 


cally ruled by Mr Vladimir Shcherbitsky, 
the only Brezhnevite now left in the Polit- 
buro. Mr Shcherbitsky has kept his job be- 
cause he has kept the Ukraine working. But | 
his grip may be slipping. 

Conservatives worried about what all 
this may lead to need only look at Lithuania 
to have their worst fears confirmed. In this 
small Baltic republic 8096 of the population 
are ethnic Lithuanians. The majority sup- 
ports the nationalist Sajudis movement. 
Sajudis-backed candidates virtually swept 
the board in this spring's election to the So- ` 
viet parliament in Moscow; they may do the 
same in the local elections that must be held 
before next spring. What if that results in a 
non-Communist government for Lithuania? 
What has just happened in Poland 
would have happened inside the So - 
viet Union. ] 

Lithuania's Communists say the — 
best way to avoid humiliation at the 
polls is to team up with the more ac- 
commodating wing of Sajudis. But, to 
do this, the party needs to weaken its 
links with Moscow (its youth wing has 
already done so). This is the stuff of 
conservative nightmares. Although 
Mr Ligachev ruled out tanks on the 
streets, and called for a political solu- 
tion to the crisis, he made it plain on 
television that he and people like him 
could not accept the disintegration of 
the party. 

It is the conservatives’ voices that 
are being heard because Mr Gorba- 
chev and his fellow-reformers have © 
failed to offer solutions of their own. 
Mr Gorbachev has set much store by 
a special session of the Communist 
party's Central Committee called for 
later this month to discuss the nation- 
alist problem. But the proposals he 
will put to the meeting seem unlikely 
to satisfy anyone. 

Already the Baltic republics have 
been promised more economic au- 
tonomy, starting on January 1st. Mr 
Gorbachev will propose that the 
whole federal structure be loosened to give 
substance to some of the constitutional 
rights the republics possess on paper but 
have never been allowed to exercise. Tricki- 
est of these is the right to secede. Mr 
Gorbachev's proposals talk of a "voluntary" 
union but, as he told the Lithuanians last 
month, he is not about to let anybody vol- 
unteer to leave. The only really new pro- 
posal is for the Russian republic, which is 
beginning to chafe at the licence granted to 
some of the uppity nationalities around ‘its 
rim, to get its own parliament. Until now it 
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has had to make do with being represented 
in the all-Soviet parliament, which meets in 
Moscow. 

Mr Gorbachev is doing as much as he 


thinks he can to placate the nationalists. It 
M p 


^ may not be enough. The Central Commit- 


B 








tee's meeting, instead of producing the long- 
awaited solution to the nationalities prob- 

, may turn into a slanging-match. It 
could then be the conservatives' turn to step 


- up the pressure. Russian resentment at what 


is seen as anti-Russian nationalism around 
the rim of the Soviet Union is growing. In 
Moldavia and Estonia members of the Rus- 
sian-speaking minority have been going on 
strike because they suspect discrimination, 


- and are frightened of losing their jobs. 


re are suspicions that these strikes have 





been organised from Moscow (see box). If 
-— «they have, the conservatives have started to 
pull their strings. 


—. 





Holland 


Keep it clean 


FROM OUR AMSTERDAM CORRESPONDENT 


HE question Dutch voters have been 

asked to decide in this week's general 
election is one that other voters all over the 
world will soon face, too: how much are they 
willing to pay for a cleaner environment, 
and how should the bill be shared out? In 
Holland, a cramped little land at the mouth 
of the filthy Rhine, washed by the grubby 
North Sea, with more farm animals per 
square yard than any other country in the 
world, green issues play a big part in politics. 
Every party is in favour of greenery—what 
politician isn't!—but Mr Wim Kok's La- 
bour party wants to spend taxpayers’ money 
more lavishly on a clean-up than do the 
Christian Democrats led by Holland's prime 








minister, Mr Ruud Lubbers. 

On September 6th the voters plumped 
for Mr Lubbers. His Christian Democrats 
and the Liberals, their right-of-centre part- 
ners for the past seven years, just main- 
tained their governing majority in the elec- 
tion. Between them they won 76 seats in the 
150-seat parliament. But it was Mr 
Lubbers's personal drawing power, more 
than rival bids to beautify the environment, 
that prevented a swing to the left. 

The Christian Democrats and Liberals 
saw their combined strength shrink from 81 
in the old parliament. The Liberals lost 5 of 
their 27 seats. All the same, the centrist 
Christian Democrats could still turn to their 
old partners first in their attempt to form a 
new government, despite a bitter quarrel 


last May that brought down the down. 


Negotiations to form a new government 
are expected to take up to eight weeks. Early 
in the campaign the Liberals warned their 





On the trail ofa decent sausage 


FROM A SPECIAL CORRESPONDENT 


OR Tallinners out on a shopping 

spree, roubles are next to worthless 
these days without a passport. So many 
goods that should be in the shops are now 
in short supply—from school exercise 
books to T-hirts—that shoppers who 
cannot prove they live in the city are likely 
to be turned away. Sausages, an Estonian 
staple, are sold mostly from under the 
counter: if they are put on display 
they are snapped up by visitors from 
such faraway places as Moscow and 
the Ukraine, where decent sausages 
are a distant memory. In the post of- 
fice there is a list of goodies that may 
not be sent out of the republic, in- 
cluding many kinds of food, textiles 
and clothes. 

Estonians say this is merely “eco- 
nomic self-defence”. It is being cop- 
ied in other parts of the Soviet 
Union. Protectionism of this sort 
gets in the way of the free- 
marketeering parts of perestroika 
that Estonians hope will one day al- 
low them to claim their economic in- 
dependence. But these are difficult 
times: each person is allowed only one 
piece of toilet soap and 500 grammes of 
washing powder every four months; tea 
and coffee are virtually unobtainable, 
with or without passport; so are light 
bulbs. 

Although Estonia, like its Baltic neigh- 
bours Latvia and Lithuania, can next year 
Start to exercise a measure of economic 
freedom, people still seem gloomy about 
the future. Estonians need control over 
their own borders and a freely convertible 


TALLINN 


currency, says Mr Tiit Maade, an Esto- 
nian delegate to the Congress of People's 
Deputies in Moscow. Without these they 
cannot escape from the colonial system 
which dictates that power generated in 
the republic at a cost of 1.2 kopeks per 
kWh has to be sold to the Soviet govern- 
ment at 0.8 kopeks (which then sells it to 
Finland at a big mark-up). Mr Maade is 





Russians just say nyet 


not hopeful. "Economic independence is 
not possible without political indepen- 
dence, and political independence is im- 
possible," he says. 

At present about 9096 of Estonia's 
economy is controlled from Moscow. 
Over the years big projects dictated by the 
Moscow planners, including those for 
shale oil and phosphorite recovery, have 
sucked in much Russian immigrant la- 
bour. From January Ist Estonia will have 
the right to draw up its own economic 


plan, hire managers for some state-con- 
trolled industries, and decide which fac- 
tories can be set up in the republic. 

This is bad news for all the Moscow- 
appointed plant managers. The Moscow 
mafia appears to have had a big part in last 
month’s strikes by Russian workers, when 
thousands downed tools in protest against 
a new law that would bar recent immi- 
grants from voting in local elections. The 
strikes even affected defence industry 
plants, where discipline is usually so tight 
that even the official trade unions do not 
operate. Strikes at these plants would 
have been inconceivable without the 
connivance of the bosses and ap- 
proval from Moscow, says Mr Rein 
Ruutsoo, a leading figure in the na- 
tionalist Popular Front and also an 
Estonian delegate to the People’s 
Congress. 

The other organisation with a 
hand in the strikes was the Estonian- 
based Inter-Movement, the Russian 
answer to the Popular Front. It is run 
mostly by former army and KGB off- 
cers, who seem to like to retire to the 
Baltic republics. These people and 
their families are reckoned to make 
up about 30% of the Russian popula- 
tion, which itself accounts for some 
40% of tiny Estonia's 1.5m people. 

For all the drama, Estonians seem to 
be taking events calmly, Nobody seemed 
to bat an eyelid when seven Soviet war- 
ships showed up in Tallinn Bay on August 
29th, just after the Soviet Communist 
party had delivered a blistering attack on 
the independence movements in the Bal- 
tic states, Still, one Estonian was prepared 
to admit what every Estonian thinks: if 
Mr Gorbachev is ousted, "then we're all 


finished.” 


> 
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former partners that they would not patch 
things up if the Christian Democrats tried 
to be too dominant. Coalition bargaining 
will test the Liberals' threat. 

The Christian Democrats may not 
choose to test it too far. With such a narrow 
Christian Democrat-Liberal majority in par- 
liament, the Christian Democrats could de- 
cide to turn instead to the Labour party. 
The socialists, who have spent most of the 
past 12 years in opposition, desperately 
want to get back in power. 

Green Left, a new alliance of four left- 
wing parties keen on the environment, 
helped bring Labour down from 52 seats to 
49. The alliance, which oddly enough does 
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Lubbers got the votes 


not include the official Green party, si- 
phoned off a lot of its votes from Labour. 

Mr Lubbers’s government collapsed last 
May because the Liberals opposed a small 
point in the government’s draft national 
environment plan. The Liberals felt Mr 
Lubbers was taking their support for 
granted and so picked a fight over a pro- 
posal to scrap tax breaks for people who 
commute in private cars, to help pay for 
public transport. 

During the election campaign both Mr 
Lubbers and Mr Kok have made much of 
their commitment to this plan, a weighty 
tome packed with formidable targets to cut 
pollution of the air, water and soil by up to 
90% by 2010 at a cost that could peak at 
3.5% of Gnp. Mr Kok, going one better, has 
been promising to spend $1.3 billion more a 
year on cleaning up. To foot the bill, he 
wants to halve the huge income-tax cuts, of 
4 billion guilders ($1.8 billion), due to take 
effect next year. As for the Liberals, they 
have urged the government to make more 
use of the market, rather than regulation, to 
protect the environment. 

Mr Lubbers has promised that, after 


several years of economic austerity, govern- 
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Where the votes went 
Seats in Holland's second chamber 


Total seats: 150 
Figures in brackets show 1986 results 





ment spending on the environment, educa- 
tion, the elderly and medical care will now 
rise. The haggling will come over spending 
priorities. During the election campaign al- 
most every party pledged to spend even 
more on pollution control than the environ- 
ment plan had proposed. But the issue is still 
who will be asked to pay most for it. There is 
still plenty for old allies or adversaries to ar- 
gue about. 





Poland 


Can it last? 


FROM OUR WARSAW CORRESPONDENT 


T IS all highly un-Polish. The government 

created by Poland’s first non-communist 
prime minister in over 40 years will not, it 
seems, be the radical break with the past 
that many people had hoped for. It will be a 
fudge of a coalition, put together by tedious 
back-room bargaining. 

The essence of Mr Tadeusz 
Mazowiecki’s government seemed clear by 
mid-week. It reflects both the distortions of 
Poland’s half-rigged parliament and the 
guidelines laid down by Solidarity's leader, 
Mr Lech Walesa, who thought up the coali- 
tion idea in the first place. 

As Mr Walesa wished, Solidarity will 
have at least six ministries, including most 
of the main economic posts and a new com- 





Mazowiecki surveys the fudge 


munications ministry. The Peasants and the 
Democrats, so recently mere communist 


fronts, are expected to get four and two min- - 
istries respectively. That fits the number of 
seats they have in parliament, but far ex- 


ceeds their true support in the country. 

The communists, as Mr Walesa perhaps 
too blithely suggested, will get the defence 
and interior ministries, meaning the army 
and the secret police. They wanted four 
more ministries, but will probably be al- 
lowed only two, maybe foreign trade and 
transport. To meet complaints that this 
leaves communists in charge of all military 
force, Solidarity has promised to put its own 
people into the number-two positions in the 
"sensitive" ministries. Everybody involved 
gets a deputy prime ministership. 

Some of the arguments that arose dur- 
ing the bargaining bode ill for the coalition's 
future. Rural Solidarity—still a wing of the 
Solidarity movement, though it may not 
stay that way—was never pleased that Mr 
Walesa created the coalition over its head; 
Its leader, Mr Jozef Slisz, has called the Peas- 
ants! party "mere representatives of the 
communists in the countryside", and does 
not hide his feeling that to give the farm 
ministry to the Peasants is an insult to Soli- 
darity's farmers. A split in Solidarity could 
be in the offing. 

The communists put up a surprisingly 
hard fight for the foreign ministry and for 
control of radio and television. In both cases 
the issue is jobs as much as ideology. Po- 
land's diplomatic corps is staffed by commu- 
nists, its media are run by communists and 
fellow-travellers. Solidarity cannot replace 
all or even most of these people at short no- 
tice. This creates some notable oddities. 
What will happen at Rzeczpospolita, the 
communist-run "government" newspaper 
responsible for reporting ministerial activity 
and printing new laws? 

The very word nomenklatura becomes 
dirtier every day. Yet nobody has yet come 
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up with a plan for replacing the communist- 
appointed bureaucrats who run so much of 
Polish life, including its economy and its lo- 
cal government. Mr Mazowiecki has said 
that he will create a minister without portfo- 
lio to supervise local elections. If this means 
elections which create non-communist 
local centres of power, it will help. So may 
President Jaruzelski’s decision to expand the 
residential office. Bureaucrats are said to 
a flocking to join the president's staff. If 
the president tells his office to be politically 
neutral, it will be another counterweight to 
the nomenklatura. 
The president's powers reach further. 
He can, if things go wrong, dissolve parlia- 
ment and call a new election. The thought 
makes almost everyone groan: life is compli- 
cated enough already, they say. But it makes 
the communists and their little ex-allies 
pe most, because they would get clob- 
in a new election. In a crisis between 
the communists and Solidarity, the threat to 
dissolve parliament could thus be a powerful 
instrument: if the president will use it. 
It is a curious government. It combines 


ancient enemies, neither of whom had until 
- recently expected to come together in this 


way. It gives new clout to the Peasants and 
the Democrats, who do not deserve it. It has 
prevented the very different sort of coalition 
some liberal communists had in mind, one 
which would have included Solidarity and 


- themselves but left out the more conserva- 


tive sort of communist. If it is true that com- 


- promises make nobody happy, this is an un- 


usually fine compromise. 





East German refugees 





Not so fast 


Wwe GERMANY was still waiting at 
mid-week for its biggest single influx 


‘of East Germans in almost 30 years. Tent cit- 
ies across Bavaria were ready to receive at 


- least 5,000 East Germans camped in Hun- 


gary and hoping to leave by way of Austria; 


‘some officials believed they might have to 


take as many as 15,000. Under West Ger- 


‘man law, all East Germans are citizens of the 


Federal Republic and entitled to passports. 

The hold-up was on the Hungarian side. 
The government in Budapest had seemed 
on the point of granting the necessary exit 
visas. But in an interview with a West Ger- 
man newspaper on September 4th, the min- 
ister of the interior, Mr Istvan Horvath, 
hinted that Hungary might not let the refu- 
gees move on until the two Germanies came 
to an agreement between themselves. Over 
the summer Hungary had become an almost 
open door to the West for East Germans. Is 
it now to be shut tight again, or simply nar- 
rowed a bit to placate Hungary's angry east- 
ern neighbours? 
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Not-so-happy transit-campers 


The saga of East Germany's refugees be- 
gan last May when Hungary opened much 
of its 215-mile border with Austria. A few 
East Germans holidaying in Hungary, in- 
stead of returning, left for the West. More 
than 100 East Germans got safe passage af- 
ter occupying the West German embassy in 
Budapest. The trickle quickly became a 
flood. The Hungarian government was 
caught between conflicting obligations. lt 
had signed and was in the process of ratify- 
ing the United Nations agreement on refu- 
gees. Technically, it was also still bound by 
an agreement with East Germany not to let 
that country's citizens leave for the West 
without the right papers. Hungary's foreign 
minister, Mr Gyula Horn, one of the gov- 
ernment's most energetic reformers, has 
been trying to get out of the squeeze as 
gracefully as possible. 

Hungary is embarrassed. It wants open 
borders and normal ties with the West. Yet 
it would like to avoid, or at least limit the 
costs of, being a transit camp. Reformation 
Hungary long ago gave up any pretence of 
"fraternal solidarity" with Romania. lt 
would like to be able to disagree, when it 
wants, with the counter-reformation states 
of East Germany and Czechoslovakia. Yet it 
is aware also of the need for tact. In justify- 
ing the delay, Mr Horvath said the refugees 
were a German-German question, not a 
Hungarian one. In a sense, he is right. Hun- 
gary's open border is the occasion, not the 
cause, of this summer's flight. 

Some 45,000 East Germans have left 
their country legally to settle in West Ger- 
many this year. Before the year is out per- 
haps as many again will leave. West German 
officials reckon there are hundreds of thou- 
sands of East Germans, some say more than 
Im, who would leave tomorrow if they 
could. 





Refugees in small numbers have not 
bothered East Germany. Its leader, Mr Erich 
Honecker, calls them a useful safety valve. 
Yet his country seems to have reversed ther- 
modynamics: the more steam that gets out, 
the more builds up. The refugee crisis has 
paralysed the East German government. 
The 77-year-old Mr Honecker is ill, officially 
with gall-bladder trouble, maybe also with 
something worse. 

Yet East Germany's problem is deeper 
than Mr Honecker. A senior West German 
official bluntly told the East German prime 
minister at the Leipzig trade fair this week 
that the refugee issue comes down to the 
question of political and economic reform. 
True, but not quite the whole story. Remove 
communism in Poland or Hungary, and you 
still have Poland or Hungary. Remove it in 
East Germany and you have one half of the 
unanswered German question. Reform in 
East Germany would make German unity 
more than an anniversary talking point. 

All parties in West Germany except the 
far-right Republicans favour taking East 
Germany's refugees in. (The Republicans 
are German nationalists, yet dislike all immi- 
grants, even German ones; their answer is to 
move borders not people.) At the same time 
mainstream politicians of right and left 
worry about anything that could trouble 
German-German relations. A member of 
Mr Helmut Kóhl's government has said that 
West Germany did not want to "depopu- 
late" East Germany. This was meant to 
soothe. Some Social Democrats in the oppo- 
sition blame the right-wing press for exag- 
gerating the affair. Almost everybody 
senses, though, that German-German rela- 
tions have reached a new stage along a route 
to an unknown destination. 





Spain 


Gonzalez 
gambles 


FROM OUR SPAIN CORRESPONDENT 


N EARLY general election usually 

means that things have got better or 

are about to get worse. Both are true of 

Spain, whose prime minister, Mr Felipe 

Gonzalez, has decided to seize the moment. 

He has called the voters to the polls on Oc- 
tober 29th, eight months early. 

The country's economic performance 
under Mr Gonzalez's government, which is 
nominally but seldom more than faintly So- 
cialist, has been impressive. In each of the 
past two years GDP has grown by more than 
5% and looks set to do so again this year. 
But only in recent months have the eco- 
nomic benefits of the boom begun to seep 
down far enough to bring some cheer to the 
less welloff Opinion polls show that 
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The introduction of new technology, along with 





ustomer demand for more sophisticated information 


management services, is breaking down barriers and moving 


“the world towards a universal 
language: Information. € 
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No one else but me, Gonzales explains 


Spain's unemployment rate of over 17% is 
still the average voter's main gripe. 

But now the fiesta, such as it is, looks 
like coming to an end. Despite a clamp on 


- eredit, demand continues to rise faster than 


production. Inflation had risen to an annual 
rate of 7.496 by July, and the trade gap is 
widening; some analysts predict that it could 
run to $28 billion by the end of the year. All 
this suggests that before long Mr Gonzalez 
will need to do something to tackle his bud- 
get deficit. Cuts have already been imposed 
On several government departments. The 
next step may be to increase taxes. Mr Gon- 
zalez understandably wants another four- 
year mandate under his belt before he starts 
demanding that the voters tighten theirs. 

Mr Manuel Fraga, the leader of the 
right-wing People's party, has denounced 
the decision to call an early election as "cyni- 
cal”. Mr Gonzalez may be open to the 
charge of opportunism, but he knows that 

€ opposition is in no shape to make the 
most of his discomfort. 

The forceful Mr Fraga's return from the 
political wilderness last January at first 
raised his party's morale. But his refusal to 

his name go forward as the man who 
would be prime minister were his party to 
win, and his dithering over who that person 
should be, left the party without a candidate 
to pit against Mr Gonzalez when the elec- 
tion was called. It has since endorsed its 
boss's choice of Mr Jose Maria Aznar. Mr 
Aznar is a competent but little known for- 
mer regional government leader. He now 
faces the unenviable task of trying to win a 
general election in less than two months 
from a standing start. 

The next biggest party in parliament, 
the Social and Democratic Centre (cps), led 
by Mr Adolfo Suarez, is still recovering from 
a pact it made with the People's party earlier 
this year to kick the Socialists out of city and 


- regional administrations. Apart from un- 


seating Madrid's Socialist mayor, its main 
effect has been to tarnish the cps’s appeal as 
a liberal alternative. 

At the national level, that leaves only 
the Communists as a refuge for disillusioned 
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voters. But after 36 years of dictatorship un- 
der Franco, Spaniards are still wary of par- 
ties tinged with authoritarianism. 

Mr Gonzalez has caught his opponents 
off balance, but the Socialists could still lose 
their absolute majority in parliament. They 
plan to counter the charge of opportunism 
by coming clean about the need for austerity 
in their election manifesto. But a promise of 
nasty medicine may not be the surest way to 
win votes. The Socialists have given Spain 
more prosperity, but they have shown scant 
interest in its even distribution. Disillusion- 
ment on this score led to last December's 
one-day general strike and is blamed for the 
large number of stay-aways in the election to 
the European Parliament in June. 

This week Mr Gonzalez was further em- 
barrassed by the creation of a new pressure 
group within his party, called Socialist De- 
mocracy. The new group has accused him of 
stubbornness and conservatism. Hardly the 
way Mr Gonzalez would have chosen to start 
his election campaign. 





Ireland 


Packed and gone 


FROM OUR DUBLIN CORRESPONDENT 


HE people of Ireland are now emigrat- 

ing in such numbers that the departure 
lounge of Dublin airport may soon take on 
the atmosphere of a picnic on the Hungar- 
ian border. In the 12 months to last April 
46,000 left. Since 1982 nearly one in 20 of 
the population has gone. Ireland’s popula- 
tion of 3.5m fell by 23,000 last year, despite 
having one of the highest birth rates in Eu- 
rope. Many of the brightest young people 
are leaving. Among those who took their de- 
grees in 1987, half the engineers have de- 
parted, along with a third of the medical 
graduates and nearly three-quarters of the 
architects. 

The figures are particularly wounding to 
Irish self-esteem. Emigration is seen as an 
historical curse that independence from 
Britain was supposed to end. Between the 
act of union in 1801 and independence in 
1921, nearly 8m people left, largely because 
of famine and political repression. (Earlier 
times saw an even more painful form of emi- 
gration: the English sent thousands of Irish 
into slavery in the West Indies). Ireland’s 
population is just half what it was in the 
mid-1840s. 

The unhappy state of the economy in 
the 1980s began to swell the numbers of em- 
igrants again. Unemployment was heading 
for 20% and by 1986 the budget deficit was 
13% of Nr. The Irish burdened themselves 
with one of the heaviest tax regimes in Eu- 
rope. In 1985 20,000 people left; in each of 
the next two years it was about 28,000; then 
the figure jumped to 32,000 in the 12 


months to April 1988. The most pessimistic 
forecasters reckoned it would level off there, 
then decrease as the economy improved. 
They had reasons for hope: the tough poli- 
cies of Mr Charles Haughey's government 
had begun to revive the economy. When the 
government's statistics office announced on 
August 31st that the latest annual emigra- 
tion figure was 46,000, the news hurt. 

The economy has indeed perked up. In 
a report last month the OECD forecast that 
the growth in GNP will be around 4!2% in 
1989, with inflation staying between 342% 
and 496 this year and next. (Though the 
public debt of 133% of cnp is still the high- 
est in the OECD.) The budget deficit was cut 
to 3% of GNP last year. Exports surged 14% 
in 1987 and 8% in 1988. Unemployment, at 
around 17%, fell last year for the first time 
since 1979. This year and next the rise in the 
number of jobs should total 19,000. 

So why is there still a rush for the door? 
Mostly because the small improvements in 
unemployment are no match for the num- 
ber of young people trying to find a job. Just 
over 1796 of the population is between 15 
and 24 years old. Many still go to Britain. 
Others, legally or illegally, get jobs in Amer- 
ica. Increasing numbers are going to conti- 
nental Europe, in particular to West Ger- 
many, where an aging population is crying 
out for young workers. 

Some people hope that the improving 
economy will at last cut the emigration rate 
in the early 1990s. But the tax system still 
encourages companies to invest in machin- 
ery, not workers. Mr Desmond O'Malley, 
leader of the Progressive Democrats, junior 
partner in the new coalition government, re- 
cently calculated that it costs an employer 
IR £3.50 in pay, tax and social insurance to 
give each worker an additional IR£1 in take- 
home pay. His party has called for tax re- 
form. The crowd in the departure lounge 
have noticed that Mr Haughey does not ap 
pear to be listening. 
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The season 


The annual political gather- 
ings opened in Blackpool with 
the Trades Union Congress. 
The brothers embarrassed La- 
bour leader Neil Kinnock by 
demanding that all trade- 
union legislation of the past 
decade be repealed when his 
party next gets into office. 


Back to school. The new term 
is unusual in one respect: it 
marks the introduction of the 
controversial national curric- 
ulum, the government's at- 
tempt to raise the country's 
abysmal educational stan- 
dards. But one thing did not 
change: term began with a 
shortage of teachers. 


Under the new curriculum 
foreign-language lessons be- 
come compulsory between the 
ages of 11 and 16. France, too, 
began compulsory foreign-lan- 
guage teaching (mostly Eng- 
lish)—at primary-school level. 


Disruptions 


The local-authority minister 
said that two councils must 
answer charges that they col- 
luded with their own workers 
to stop private companies get- 
ting contracts supposedly sub- 
ject to competitive tender- 
ing. The government is 
investigating similar charges 
against 150 other local au- 
thorities, one-third of the 
total. 


An independent report dis- 
puted government claims that 
the National Health Service 
is saving £900m a year 
through cost-improvement 
programmes. These savings 
are supposed to finance extra 
development. So either public 
financing will fall short or the 
NHS is not improving effi- 
ciency as it should. 


Ambulance drivers voted 
for unspecified disruption 
over a rejected 6296 pay 
claim. 


BRITAIN THIS WEEK 





The Rushdie affair reared its 
head again. A shop in London 
was bombed by a group pro- 
testing against "The Satanic 
Verses". 





MIS, Britain's domestic intel- 
ligence agency, can't recruit 
enough spooks. According to 
the Independent, it is thinking 
about advertising and becom- 
ing more publicly account- 
able— just like the CIA. 


Travellers’ tales 


In January-June the number of 
foreign tourists visiting Brit- 
ain rose 1596 from 1988, when 
the country earned a record 
£14 billion from tourism. Brit- 
ain is the fifth most popular 
destination, after Spain, 


America, Italy and France. 


England played an interna- 
tional football match in 
Stockholm. English fans ram- 


Apr m M cp 


paged through the city; over 
100 were arrested. Before the 
game, drunken and be- 
drugged supporters terrorised 
a ship to Sweden, which 
turned back after one of them 


fell overboard. 


In the courts 


A police force and a convicted 
murderess, Myra Hindley, is- 
sued writs against a former 
policeman. The writs claimed 
that, by publishing interviews 
with the murderess he had 
breached confidence. A case 
of "Anything you say may be 
taken down and used in evi- 
dence against you and may ap- 
pear in my memoirs.” 


Sir Leon Brittan, the Euro- 
pean commissioner for compe- 
tition, is to investigate 
whether the privatisation of 
the electricity-supply indus- 
try satisfies European compe- 
tition rules. 


An accounts assistant was sen- 
tenced to five years in jail for 
trying to waylay a cheque from 
her employer, Britoil. It was 
for £23,331,996.95. She had 
plotted to divert the cheque, 
due for payment into a Lon- 
don bank, to a Swiss bank ac- 
count that she controlled. 
Only a vigilant bank clerk pre- 
vented the fraud. 
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Same old tunes 


The Consumers’ Association 


said half the letters posted 
first class do not arrive the 


next day and demanded a re- — 


view of the Post Office's 
monopoly. 


Under the slogan “I want to 


be an H;Owner", the govern- 
ment launched its £20m mar- — 
keting campaign to sell shares - 
in ten water and sewage busi- 
nesses. The most controversial 


government advertising 


binge to date will feature Eric 


Sykes, a comedian, and a row D 


of singing lavatories. 


The Prince of Wales said he 
wanted to raise a 100,000- 
strong "community army” 
of young people who would 
undertake voluntary social 


work. His book, “A Vision of - 
Britain," was launched at the 
Victoria and Albert Museum. — 


From Flag, the n 


per: "The defence of the envi- — 
ronment is central to the Na- — 
tional Front's programme for 


National and Racial survival. 
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THE JAKARTA FUND _ | is 
JAKARTA FUND (CAYMAN) LIMITED | 


(Incorporated with limited liability under the laws of the C. ayman Islands). 


Placing of 





2,000,000 





Participating Shares of U.S.S0.01 each 





payable in two instalments of U.S. $10.50 per Share 








and Listing on 





The International Stock Exchange of the 


United Kingdom and the Republic of Ireland Limited 


Manager: Thornton Management (Bermuda) Limited 


Investment Adviser: P.T. Aseam Indonesia 


Arranged by 


Baring Brothers & Co.. Limited 


Distributed by 


Baring Securities Limited 
Merrill Lynch International Limited _ 
Hoare Govett International Securities Limited. 

































The missing link 





Plans for a fast rail link between the Channel tunnel and London are in 
serious trouble. The government insists it must be self-financing, but pri- 


vate financiers find it 


RITISH RAIL has until the opening of 
DJ Parliament in November to dig itself 
—put of one of the biggest holes it has known 
in its 41-year history. Earlier this year it an- 
nounced the route of the proposed new link 
from the Channel tunnel to Kings Cross, 
and invited companies to tender to build 
and help finance it. Two of the six consortia 
set up to bid for the route have now 
dropped out. The rest are reluctant to risk 
more than a tiny fraction of the £3 billion or 
more it will cost to build the line. To keep 
within the timetable for the redevelopment 
of Kings Cross, BR needs to deposit a bill 
that clarifies how the project will be fe 
nanced as soon as the new parliament meets 
in the autumn. 
Officials in BR privately fret that no per- 
suasive financial package will be possible 
without a helping hand from the Treasury. 
The Channel Tunnel Act forbids direct 
public subsidies to railways serving the tun- 
- nel. But it does not rule out supposedly self- 
financing projects undertaken by BR—with 
money borrowed from the Treasury and as- 
‘suming a rate of return of 8% (less than half 





rd to spot an adequate return 


that normally required by commercial inves- 
tors in any risky private venture). Mr Nor- 
man Lamont, the chief secretary to the Trea- 
sury, whose first test in his new job this will 
be, does not want the project to be financed 
in this way. But constraining BR's role may 
mean delaying or abandoning the project. 
The government must take much of the 
blame for BR's dilemma. lt 


much (see box on next page). East Lo: 
ers, who think a Stratford termi 
put some fizz into their flat and ui 
area, are predictably indignant that th 
sion was taken with little public discuss 
BR replies that the strictly com 
nature of the Channel Tunnel Act m 
that it has to behave like a private bi 
and think only of its customers: That a 
tude is understandable, but will prov 
narrow. The government is becoming mi 
alert to the environmental costs and. 
fits of infrastructure projects. It:may 
suaded to give BR hidden subsidies i! 
are convincing wider benefits to the li 
any case, given the huge French con 
ment to the chunnel and its links 
south, the government will be obli 
sooner or later, to transform the rail sys 
on this side of the Channel. i 


High-speed, high-risk 
If the Channel tunnel itself can be fina: 
commercially, why not the high-speed 
First problem: any proper return ont 
depends on the tunnel. True, it is all bx 
tain that the tunnel, due to open i 
will be there when the link is com 
around the turn of the century. But 
bankers say (with a straight face) tha 
need/a premium return just in case: 

Secondly, the (heavily subsidised) 
lic railways of France and Belgium ha 
ready shaken hands with BR on the’ pri 
arrangements which will govern all the. 
nel’s through-trains. This international 
gaining is bound to complicate any movi 
BR to increase its own prices to cover hi 
than-expected const: 































































was ministers who insisted 
that, despite its obvious ex- 
pense and public impor- 
tance, the project should be 
built commercially. But BR 
also has much to answer 
for. It has firmly told bid- 
ders that the link will end at 
a subterranean terminal at 
Kings Cross, which will cost 
£300m-400m to build. Fi- 
nanciers cannot under- 
stand why, before bids were 
even invited, BR had ruled 
out a terminal at Stratford 
in east London which 
might cost less than half as 


Transport 


sion, 








= 
“No grants shall be made 
„by the Secretary of State 
under section 56(1) of the 
Act 
(grants towards capital ex- 
penditure on public pas- 
senger transport facilities) 
towards expenditure in- 
curred or to be incurred 
by the Railways Board for 
the purpose of the provi- 
improvement or 
development of interna- 
tional railway services”. 
Channel Tunnel Act 
1987, Section 42(3) 


























costs. ; 
The history of th 
has helped add to its € 
mercial uncertainty. 
mates-of its cost rise 
larly in £500m jumps 
guesses were around 
billion; some recent 


1968 


lion. The biggest incre 
came with the: decisio 
tunnel under environt 
sensitive Kent; that t 
ling makes the futur 
not just greater bü 
uncertain too. Ort 

nue side, BR has’ $ 





































Building for the future - 

















TT WAS not hard for British Rail to de- 
cide where to end the first big 
intercity railway it has ever had to 
ld—which is what the fast route from 

Channel. tunnel will be. Any 
wayman, glancing at a map and look- 
ig for the maximum number of existing 
onnections with the London Under- 
round, commuter lines and routes to 

: north, would choose Kings Cross as 
he route's terminal. 

: Advocates of Stratford in east Lon- 
don, which is the leading alternative, say 
€ choice is not so obvious. Mr Malcolm 
Buchanan, a transport consultant, has 
produced a report for the London bor- 
ugh of Newham. His points: 

A route ending at Stratford could be 
» to £1 billion cheaper than the Kings 
Cross link. BR puts the savings of Strat- 
ford at a modest £40m. Why the differ- 
nce? First, because BR assumes that an 
ra link would be needed between the 
Stratford line and Waterloo (unnec- 
essary, says Mr Buchanan); second, be- 
cause Mr Buchanan assumes that with- 
out the Stratford line more freight 
capacity would be needed elsewhere (un- 
necessary, says BR, whose forecasts for 
_ freight growth are modest). 
@ Stratford would involve less conges- 
n, so more people could drive to the 
.Station and park there. BR agrees, but 
thinks taking the tube is good for you. 
© In ten years’ time, when the fast link 
Opens, Stratford will no longer be 
stranded in the east London wilderness. 
It will have excellent rail links to Dock- 
ands and central London (see map). The 
Buchanan report estimates that on aver- 
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age it will take only five minutes longer to 
reach most central-London destinations 
via Stratford than via Kings Cross. BR 
thinks it will be more like 20 minutes. 

@ Siting the terminal at Stratford would 
boost east London in general and Dock- 
lands in particular. In his strategic plan- 
ning guidance to London boroughs ear- 
lier this year, Mr Nicholas Ridley, then 
the environment secretary, said planners 
should aid job creation, contribute to ur- 
ban regeneration and maintain the vital- 
ity and character of established town 
centres. A terminal at Stratford might do 
all three. 

The best argument for Kings Cross is 
the ease of connections to the north. 
Some through-trains could be run from 
either terminal; but assuming most trav- 
ellers from the north would have to 
change, they could do so more easily at 
Kings Cross, since they would not have 
to cross London. So northerners are de- 
lighted with Br’s choice and scornful of 
whingeing cockneys. 

BR's critics say that the trade-offs be- 
tween, say, getting northerners to Paris 
faster and helping property developers in 
Docklands have never been properly 
weighed up. BR stubbornly refuses to 
consider the project's knock-on effects. 
The Department of the Environment is 
dismissive of the potential benefits of 
Stratford for Docklands. 

The only body weighing up the costs 
and benefits of the link as a whole is a 
parliamentary committee of four 
backbench MPs. They are now in the 
midst of months of hard labour on the 
Kings Cross redevelopment bill—with 
virtually no technical expertise or inde- 
pendent advice. A noble version of 
democracy. A 
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ed traffic fo 
are crucial to bidders. 

Instead, bidders are stuck with a con- 
fidential memorandum prepared by 
Lazards, a merchant bank, on behalf of BR; 
this sets out cash flow and profit and loss 
projections. The banks do not find the fig- 
ures reassuring and projected returns of lit- 
tle more than 10% have quickened no 
pulses in the City. This largely explains why 
two consortia, involving some of Britain’s 
biggest construction: companies ‘(including 
Costain, Wimpey, Taylor Woodrow and 
AMEC), have already dropped out. 

The remaining four want to stay in the 
running, at least until they know how much 
money the private sector will be expected to 
contribute. In the consortia’s initial bids, 
most appear to have offered around £10m. 
As against the arithmetic of the whole 
project, that is peanuts, though may be 
enough to keep their hats in the ring. 

The strangest twist in the whole saga i: R 
that the impresario itself, BR, has little confe ` 
dence that it could make a commercial re- 
turn on any link opened before about 2005, 
It is being propelled into the project partly 
because it is planning a huge redevelopment 
of the whole of Kings Cross, and wants to 
combine that with a new chunnel terminal. 











Blackpool 


Illuminated 


€6( XATS" is showing at the Blackpool 

Opera House; this time last year, it 
was Mr Les Dawson. Once the exclusive pre- 
serve of northern working-class culture, 
Blackpool is edging towards middle 
classdom. 

The first-time visitor, however, is more 
likely to be struck by the suffocating nostal- 
gia: miles of small hotels where they stop 
serving dinner at 7.30pm, the Tower Ball- 
room where the -muzak never stops, the 
packed, tense lounges where the only sound 
is the bored voice of the Bingo-caller. Cul- 
tural memories pervade the place: although 
wakes' weeks, when northern factories 
closed and a whole town went on holiday, 
are a thing of the past, many visitors still 
come in the same weeks as their parents and 
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grandparents did. 

The scale of the place is awesome. Black- 
pool’s Pleasure Beach (a 42-acre fun fair) 
gets 6.5m visitors a year, more than any 
tourist attraction in Europe except the Vati- 
can. (The Tower of London gets 2.5m.) 

Blackpool suffered when its regulars left 
for Spain, but things have picked up in the 
1980s. According to a survey by Nop Market 
Research, although the British took 14% 
fewer holidays at home in 1987 than in 
1972, Blackpool’s score in 1987, at 3.5m, 
was roughly 7% more than 15 years earlier. 

Younger, higher spenders are replacing 
the old family parties. Night clubs are boom- 
ing: there are now over 40. The decline of 
traditional holidaymakers has been partly 
offset by the increase in large Asian and 
Irish family groups. Blackpool started a big 
marketing campaign in Ireland ten years 
ago, and now gets around 250,000 Irish each 

ear. The most exciting growth market is the 
\rabs: trainee pilots and technicians at a 
nearby British Aerospace centre started 
bringing their families over, and passed the 
word on. Seeing a growth market, the Plea- 
sure Beach turned an old squash court into a 
prayer room for Muslims. 

The social profile is changing: ABCIs 
made up a sixth of visitors in 1972 and a 
third in 1987. According to Mr Geoffrey 
Thompson, whose grandfather started the 
Pleasure Beach in the 1890s, the upmarket 
shift may be partly because of foreign holi- 
days. Middle-class families who would never 
have stooped to take their main holiday in 
Blackpool will allow the kids a few days of 
brightly-lit garish fun after the fortnight in 
Greece. Anthropological curiosity, suggest 
others, who suspect that Blackpool has 
come to be seen as a working-class museum: 
groups of Sloanes, there to giggle at the 
proles, are a common sight. 

The embourgeoisement of Blackpool, 
iowever, is not happening fast enough for 
che Tories, who have never felt comfortable 
with conferences there. They will have to 
suffer it once more, but the talk is that after 
this year they will shift their non-southern 
venue to beautiful Birmingham. 








The Thatcherite is on the left 


Competitive tendering 


Small earthquakes in the town halls 


In increasing numbers, private companies are bidding for service contracts 


from local councils. Winning them 


N AUGUST Ist Britain’s council 

workers lost their guarantees of public- 
sector status. They now have jobs that rely 
on their employer cutting a competitive 
dash in the free market. That employer, un- 
der the terms of the new regime introduced 
under last year's local-government act, 
might be an in-house works unit head with- 
in a council itself—or he might be a private- 
sector contractor. Both types of employer 
must bid fair and square for work con- 
tracted out by the councils—and both stand 
to lose their contracts where competitors 
outbid them. 

Or so, at least, the legislation says. In 
practice, the change of regime has not been 
so straightforward. The government admit- 
ted on September 4th that some councils 
may be wriggling out of full compliance with 
the law. It is demanding explanations from 
two, Bristol city council and Hillingdon bor- 
ough council in London. Both councils are 
accused of awarding contracts unfairly to 
their in-house workforce. The Department 
of the Environment (DoE) has hundreds of 
such malpractice allegations on its hands: 
investigations are proceeding into another 
150 authorities. Politics does not seem to de- 
termine who is in bad odour; the DoE is look- 
ing at councils run by Conservatives as well 
as the Labour party. 

Tales of jiggery-pokery should not be 
surprising: the change in prospect is huge, in 
both financial and cultural terms. Over the 
next 2! years nearly 2,000 contracts will be 
subjected to "compulsory competitive ten- 
dering” (ccT), with a total value of £2.7 bil- 


been harder than expected 

lion. No wonder the government has been 
anxious to find ways to give the private sec- 
tor more time to get into gear. The new rules 
are to be applied in five rounds, spaced at 
six-monthly intervals to throw nearly 400 
contracts at a time onto the market. (August 
Ist was the deadline for implementation of 
the first round.) 

The councils themselves have been gear- 
ing up since well before the act was passed in 
June 1988. Municipal workforces have been 
restructured into semi-autonomous contrac- 
tors labelled "direct service organisations" 
(psos). So far, they seem to have done re- 
markably well. In fact, the psos have kept 
their former monopoly almost intact— 
much as happened in 1986, when NHS clean- 
ing contracts were put out to tender. Sur- 
veys by the Municipal Journal and a pro- 
privatisation pressure-group, PULSE, show 
them winning around 8096 of all contracts 
tendered (but see chart on next page). 

Those disappointed by the outcome are 
now looking for scapegoats. Some blame 
private contractors for ducking the chal- 
lenge. Some blame left-wing councils for 
frustrating the process. Others are readier to 
praise the DsOs, for proving the 
more cost-effective than expected. They all 
have a point. 


We don't need the work 

The central point, now becoming clear, is 
that private contractors have not been 
straining to win local-council tenders. Most 
already have plenty to do. And much of the 
work up for tender has been monopolised 
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y the councils since time e inititinorial: to 
id successfully, a private firm needs skills as 
ell as equipment. The equipment required 
ot many activities, like refuse collection and 
I, can also mean a ‘hefty capital 


































































= For their part, the local authorities were 
ever going to be the sitting duck that some 
ray have supposed... Conservative-con- 
olled Wandsworth Council, which. pio- 
red tendering in the early 1980s, made 
eat savings at the time—it cut the relevant 
udgets by 2996— but admits that such fig- 
tes would be unachievable today: "DSOS 
ve simply become far more efficient.” 
The main catalyst for this improved eff- 
y has been the mere prospect of tender- 
g. It has given many councils a welcome 
pretext for taking on their union-dominated 
‘orkforces. Many Labour councils, in par- 
icular, have long been desperate for an ex- 
use to take on their supposed political allies 
n the local-authoity trade unions. A drive 
or value-for-money has been sweeping 
hrough the town halls: the Audit Commis- 
ion, the watchdog responsible for oversee- 
hg councils’ financial activities and itself 
other useful spur, recently valued the con- 
equent savings at around £370m a year. 
Along with improved efficiency has 
me better organisation. In some councils 
is perestroika has been taken to its logical 
conclusion, with DSO managers buying out 
heir own departments and turning them 
private businesses. There have been 
ly halta-dozen such MBOs to date, but 
ost have been on a grand scale. In Bath the 
hnical services DSO has gone private. 
ithin a month of its restructuring, it had 
n private-sector contracts billed at 
min addition to its council business— 
d is now one of the largest employers in 


~The success of these buy-outs is also a 
eminder that private companies are not 
rred, as are DSOs, from crossing the line 
between the public and private sectors. But 
this is one area in which the supposedly 
vel playing-fields are in fact tilted against 
e municipal teams, there is plenty to sug- 












Less means more 


NOWSLEY council, on Mersey- 

side, got two tenders for its five- 
year rubbish-collection contract. The 
DSO tender was £1.94m, Sitaclean's only 
£l.58m. So the contract duly went 

. the DSO. 

Here's how that was justified: 

| eSubtract £196,000 from the pso’s bid 
for “bso profit" presumably included in 
its figure. "Real" cost: £1.74m. 
€ Add “pso wind-up costs” to the Sita- 
clean bid. These included £57,000 of re- 
dundancy payments (fair enough) and 
£2,000 of accrued holiday pay for the 
present staff, £88,000 of sundry pension 
costs for them, plus £106,000 for former 
Caples £93,000 for "vehicle lease/ 

































gest that, elsewhere, the pss have been en- 
joying the benefit of lavish help from their 
councils. Hence those bulging complaints 
files at the DoE. 


Love us, please 


Mr Gary Hawkes, managing director of Brit- 
ain’s largest caterer, Gardner Merchant, 
said last year that his company “would only 
work with those local authorities which ac- 
tually wanted contractors to win contracts”. 
To most contractors, common sense: who 
would want an (on average) five-year, 
£1.55m contract with an unwilling partner? 
"Im awash with business anyway," as a 
refuse collector put it, "so why would I want 
to work with a hostile council?" 

Antipathy has sometimes been ac- 
companied by practical measures to deter 
the private contractor. Contracts can be 
packaged awkwardly, so that only a Dso 
could fulfil them. Sheffield recently offered, 
as a single (five-year) contract, “ refuse col- 
lection, street cleansing, public-toilet cleans- 
ing, and their associated vehicle mainte- 
nance.” If the city of Sheffield has any 
private contractors with enough mops and 
pipe-wrenches to cope with that, they didn’t 
come forward. The pso bid £7.8m, and won 
unopposed. 

In refuse collection and street cleaning, 
the standard ruse has been to deny all pri- 
vate bidders (but not, of course, the Dso) 
any access to the council’s depots. A private 
contractor hoping to collect the rubbish of 
the people of Glasgow, for example, would 
have had to come up with no fewer than 
eight depots of its own. 

Unacceptable contract conditions are 
another potent weapon. Britain's second- 
biggest caterer, Compass Services, has 
noted that while the average length of their 
private-sector contracts is two pages, “with 
local authorities, the average is around ten”. 
Even if a contractor cuts through all the red 
























new purchase cancellations"; £61,000 of 
reapportioned management and fixed 
costs. Add on a brand-new £34,000 for 
"additional client supervision" and, hey 
presto, Sitaclean’s tender became 
£441,000 more than it started. 

Even less heroic calculations added 
£281,000 to Sitaclean’s tender, leaving it 
well above the DSO one. Too bad that the 
CIPEA code of practice does not allow for 
most of these items (notably the pso 
profit). Knowsley council did. So its DSO 
won the contract, Sitaclean was less than 
chuffed and the Department of the Envi- 
ronment wrote to Knowsley demanding 
an explanation. It has received a 64-page 
fax in reply. 


tape and underbids the pso, he may still end 
up with nothing. Sitaclean, a French-based 
international cleaning and waste-disposal 
contractor, bid for 50 contracts in the cur- 
rent round. It lost all but one—though not 
always in a straight fight (see box). 

Does it matter who wins? Insofar as 
competitive tendering prompts better value- 
for-money, perhaps not. The Audit Com- 
mission has estimated that aggregate savings 
from the whole process could reach 2096 of 
total council services’ costs, regardless of 
how many contracts move into the private 


sector. 











But the changes now afoot go beyond 
cost-savings. The good news is that innova- 
tive local authorities could end up as tightly 
run accounting centres, with all their field 
operations costed precisely on the basis of 
internal and external contracts. Most large 
companies might give a year or two’s profits 
to achieve that. The bad news is that the 
range of costs to ratepayers, as between in- 
novative and obstructive authorities, could 
widen alarmingly. That could trigger a 
polarisation of the standards of service be- 
tween different areas, and ‘that, in turn, 
could lead to political trouble. All reasons 
for Whitehall to chase those cheating 
councils. 
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President Ford introduces Abraham 
Lincoln, explaining the powerful 
attachment that Americans have for 
“Old Abe" President Carter intro- 
duces Anwar Sadat, providing in- 
sights about the Camp David accords. 
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T HARDLY seemed proper. The sun 

shone; the curtains in the pa Hotel 
bar had posh, frilly bits; the þroceedings 
were chaired by a man from the Revenue, 


with an RAF moustache and a posture 
from the Brigade of Guards. It was not un- 


-til you had been offered a plate of hardly 


unfrozen prawns (at the Bella Napoli, for 


those planning to go to the Tory confer- 


MET UE vc Sa 


ence), stung for a contribution to the 
Illuminations, and heard Mr Norman Wil- 
lis's tortured syntax that all became clear. 
First appearances notwithstanding, it 
really was Blackpool, and it was the TUC. 

Last year's Congress had been exciting 
for the press and disastrous for the 
unions. The Tuc had expelled the electri- 
cians, and begged the government to 
throw its representatives off the Training 
Commission (the government obliged). 
So this year's theme was boredom; or the 
environment, which, by the standards of 
veteran TUC-watchers, who crave blood, 
was much the same thing. 

Hence when journalists thought they 
had found a genuine story in mid-week, 
the unions quickly insisted it wasn't there. 
But the hacks were right. They had re- 


.. discovered the oldest chestnut in British 


itics—how should the trade unions 
the Labour party, their own cre- 


ation, without looking as if they run it? 


The immediate cause of the rumpus 
was a motion on trade-union law. Since 
the Tolpuddle martyrs were sentenced in 
1834, unionists have known that if they 


- fall into the hands of judges they will be 


transported. Once it was to Botany Bay; 
nowadays it is to the office of an accoun- 
tant, who will administer their union 


funds until these cease to be sequestrated 


at the suit of an employer. 

The motion itself was a “composite”. 
Since it was 51 paragraphs long, it had 
something for everyone, including those 
who think that a Labour government 
should repeal all the labour laws of the 
1980s. At the limit, that might mean that 
employers would be unable to seek dam- 
ages from unions striking unlawfully, and 
be forbidden from seizing the assets of 
those unions who breach an injunction. 
"Secondary action"—Aaction by a union 
that is not a party to the original dis- 
pute— might be legal once more. 

Virtually nobody in Blackpool—not 
even in the giant transport union, which 

the most militant—seeks to turn 
the clock back like that. But this will not 
stop the Conservative party saying they 
do. The Tories quickly pointed out this 
week that the motion, as passed, left no 
sanctions to an employer damaged by an 
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Back in each other's arms 


unlawful strike. Mr Neil Kinnock, 
Labour's leader, sounded relaxed when he 
arrived to brave a Blackpool kitchen with 
Mr Willis, the TUC's general secretary. But 
there is no denying that the motion goes 
further in protecting unions than 
Labour's own policy review—which some 
close to Mr Kinnock think was already too 
generous. 


Play it long 

No sooner was the motion passed than 
Labour's representatives in Blackpool 
were busying round the Winter Gardens, 
reminding anyone who would listen of the 
unions’ inalienable right to talk twaddle, 
and Labour's no less fundamental right to 
ignore it. Moderate union leaders like Mr 





Norman Willis: boring for Britain 


John Edmonds of the municipal workers 
and Mr Bill Jordan of the engineers said 
there was time to sort out the wording of 
Labour's policy before the next election. 
For their part, the transport workers 
dampened’ speculation that they might 
ambush this part of the policy review at 
Labour's conference next month. 

This strategy—to play it long—will 
work only if Labour can find something 
sensible to say in its eventual manifesto. 
And the abiding impression at Blackpool 
was that neither party nor unions had 
thought through the details of any pro- 

labour law (some academics are 
working on a draft). Meanwhile, negotia- 
tions will keep party and unions locked in 
close contact at just the time that they 
want to give the appearance of being at 
arms-length. 

The sense that party and unions are 
doomed to embrace each other will be ex- 
acerbated when the party starts to think 








about modifying the union block vote at 


its conference. The dilemma is acute. Mr 
Kinnock thinks the party would look 
more “modern” if the block vote was 
shrunk; but he knows that it is the union 
votes, and not those from the constitu- 
ency parties, that stop Labour from adopt- 
ing mad left-wing policies. 

e unions know that too; many of 
them will not accept a whittling-down of 
their power unless checks are placed on 
the left-wing. That is what Mr Jordan will 
soon be saying in an article in Samizdat. 
The engineers’ leader is blunt: “The La- 
bour party knows the old trade union ad- 
age, ‘Don’t give something for nothing’. 
We won't this time". He will recommend 
limits on the power of constituency-party 
committees, an end to the compulsory 
reselection of MPs, and biennial Labour 
party conferences—each one a red-rag to 
the left-wing bull. 


What did you whisper? 

Intriguingly, some TUC sources thought 
that it was neither over labour law, nor 
over the block vote, that Labour and the 
unions most time in each 
other’s company. Instead, they argued, it 
is counter-inflation policy that will soon 
have them huddled in the smoke-filled 
rooms. The policy review is weak on the 
methods by which Labour would hold in- 
flation in check. Nobody in Blackpool 
could get the words "pay policy" past 
their lips, but some thought that a wise 
party leadership would want to reach 
some understanding with the unions on at 
least the outline of economic policy. 

This is dangerous territory. If Labour 
and the unions have such talks, the Con- 
servatives will raise the spectre of a Wilso- 
nian social contract. But without such an 


understanding, the Tories will say that La- ' 


bour will not be able to hold wages down. 
How can that circle be squared? Many 
unionists in B. | said they wanted 
sterling to become a full member of the 
European Monetary System, hence allow- 
ing the Bundesbank to run Britain's 
counter-inflation policy. But some influ- 
ential members of Mr Kinnock's team are 
far from ready for that. 

Put labour law, the block-vote and eco- 
nomic policy together, and it is clear that, 
for the next year, unions and party will 
have a lot to do with each other. So much 
for the arms length relationship. The 
Conservatives will enjoy this prospect. It 
confirms their long-standing belief that a 
party that was given life by the unions can 
never escape their embrace. “The thing 
is”, said the leader of one large union, not 
affiliated to the Labour party, "however 
much they say they don't, they all want 
beer and sandwiches in Number 10”. 
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"ALTHOUGH 
WE DEAL 
ON 24 
STOCK EXCHANGES, 
TO US 
THERE IS ONLY 
ONE MARKET" 
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It is no longer sufficient for in- 
vestment banks to offer issuer or 
investor clients advice purely on their 
domestic capital market 

These days, after all, investors 
are focusing more and more on 
global sector trends. Not just at an 
individual country's investment 
potential. 

That's why, at BZW, we have 
one of the world's largest teams of 
economic, fixed income and equity 
analysts 

They provide the cross border 
intelligence on 21 countries and 2000 
companies which backs up our ability 
to value and place securities, and 
support an after market in those 
securities, throughout the world. 

Whether it's bonds, swaps, other 
hybrid instruments or equities, we 
can now produce the right inter- 
national investment package for any 
client, anywhere in the world 

Indeed, we now have the re- 
sources to help industry and business 
treat the world as one market 

Just as we treat it as one invest- 
ment market 

To find out how David Band's 
view of the investment market could 
help your business, send your 
business card to him at the address 
below. Or telephone us in Hong 
Kong on 5-8415123 


BARCLAYS de ZOETE WEDD 


Qn INVESTMENT BANKING ARM OF THE BARCLAYS GROUT 





Barclays de Zoete Wedd, Ebbgate House, 
2 Swan Lane, London ECAR 3TS. 


There are around 1,900 car models to choose from 
worldwide. You are being told that all of them are all 
things to all men because, in ad land, the bad car hasn't 
been invented yet. 

When you buy a new car you're faced with one 
simple fact. You'll have to live with it for three, four or 
five years whichever make or model you choose. 

No wonder you're confused. 





We are not 
confused. 





At Saab, we're not big enough to afford confusion. We 
account for less than one per cent of the world car output. 
The first Saab automobiles were designed by aircraft 
engineers. They understood that conventional wisdom was 
not what the car industry needed. What was needed was 


innovation. 
Saabs mav not look large. Yet the Saab 9000 is the 


only imported car in the USA rated "large" by the 
Environmental Protection Agency. As CAR and DRIVER 
put it, Saabs are "groomed for the job of moving people 
and cargo effortlessly”. 


The Saab 9000 CD 


Saabs may not look power performers. Yet, at the 
Talladega International Speedway in Alabama, USA, 
three standard Saab 9000 Turbo 16's ran at full throttle 
for twenty days and nights. At average speeds of 213 
km/h, including pit stops, they broke the 100,000 
kilometre world speed endurance record. (That's two 
and a half times around the equator at 213 km/h.) 

In a Saab, you don't buy performance at the expense 
of safety. Saabs ranked first in safety in virtually every 
category in a recent survey by the United States Highway 
Loss Data Institute. 

German auto, motor und sport were moved to write: 
*In snowstorms at the Arctic circle, in rush-hour chaos 
or at full throttle on the autobahn, this car inspires con- 
fidence, and creates a feeling of security and safety." 








Do as this motoring journalist did. Get behind the 


wheel of a Saab, and judge for yourself. 


For more information contact Saab Response Service, Box 3070, S- 6Il 03 Nyköping, Sweden. Fax: + 46 155 -12484. 








The added values of British Steel. Number one of a series. 


Light industry. 


Unlike glass or plastic bottles (or cans of other metals), they 
— 


You may think of British Steel as one of Britain’s 
heavyweights. And in terms of our size and importance to the 
economy, you'd be right. 

But it's surprising how light-footed this giant can be. 
Especially when it comes to meeting - and anticipating - our 

customers' demands. 


Our lightweight steels 
HOW BRITISH STEEL HELPS 
CUT YOUR PETROL BILLS. 


are shining examples of 
how we'readding valueto 
our products. 

The car industry, for instance, at home and abroad, is making 
more and more use of British steel. Because we're researching 
and developing light, sophisticated steels which are strong and 
anti-corrosive, yet malleable enough to press into complex 
shapes and light enough to help cut fuel consumption. 

Then there's cans. Tin cans. Now made more and more 
from lightweight British Steel tinplate. Good for us, of course. 
And good for the environment, too. Because our cans are 


eminently recyclable. 


don't need special treatment. A quick pass with a 
magnet over the municipal dump, and out they. 


come: 950 million of them last year. 
BRITISH STEEL LITE. 


What's more, we're very happy to see them back, because 
recycling hasalways playeda large = & 
part in steelmaking. 
Our lighter steels are becoming 
moreand more versatile. We'll be happy to explore 
the possibilities with you, if we haven’t already. 
The general point to be made is this. We don’t just make 
large quantities of a commodity and wait for a buyer to call. 
We aim to make precisely the right amount of precisely 


formulated products and deliver them precisely on time. 


And that’s no light undertaking. pam. 


WE'RE ADDING VALUE «  ) 
AT BRITISH STEEL. — Sa. 








Trading places 


The first round of talks in the 
series dubbed the structural 
impediments initiative be- 
gan in Tokyo. Officials from 
Japan and America traded 
criticisms of protectionist 
practices in both countries. lt 
must come naturally, by now. 


America has agreed to hold 
informal talks to discuss the 
possibility of China joining 
GATT. Discussions will take 


place despite a ban on high- 
level contacts between the two 
4 countries imposed by Presi- 
dent Bush after the massacre 
of students in Tiananmen 
Square last June. 





The Chinese think they can 
teach the West a thing or two 
about trade. China, the 
world’s largest exporter of 
steel hexagon nuts, is hoard- 
ing them in an attempt to 
force up their price. Western 
importers are having to ration 
supplies. 


Bid bazaar 


British Airways (BA) wants 
to take a 15% stake in UAL, 
the holding company of 
America’s United Airlines, as 
part of a $6.8 billion leveraged 
takeover bid organised by 
UAL’s managers and staff. The 
consortium faces a rival $6.2 
billion bid from a Los Ange- 
les-based investor, Marvin Da- 
vis. Despite its flag-flying “res- 
cue" of British Caledonian 
from foreign clutches in 1988, 
BA now thinks foreign bids are 
a good thing. Odd, that. 


Polly Peck, Asil Nadir's Lon- 
doo Ded trading firm, is buy- 


ing Del Monte Tropical Fruits 
from RJR Nabisco. The sale will 
raise $875m for America’s big- 
gest ever leveraged buy-out. 





In July, European cross-bor- 
der acquisitions reached a 
record, with companies fork- 
ing out 6.3 billion ecus ($6.6 
billion) for their purchases. 
Deep-pocketed American 
firms accounted for almost 
half the total spent. 


Britain’s Plessey, which faces 
a £2 billion ($3.1 billion) hos- 
tile bid from GEC and Sie- 
mens, has forecast a 20% rise 
in its dividend. But the Euro- 
pean Commission dented the 
electronics firm’s hopes of 
staying single by giving the 
Anglo-German bid the nod. 


Bank blunders 


The Atlanta branch of Italy's 
biggest state-owned bank, 
Banca Nazionale del 
Lavoro (BNL), has lent about 
$1.5 billion to American and 
Italian firms exporting to Iraq 
without telling its Rome head 
office. The bank's chairman 
and director-general have 
resigned 


Three of Japan’s big city 
banks—Dai-Ichi Kangyo, Fuji 
and Mitsui—have been fined 
a total of ¥980m ($6.6m) for 
wrongly reporting cash trans- 
fers made to their overseas of- 
fices after the 1987 stockmark- 
et crash. And the Japanese 
authorities launched an inves- 
tigation into possible insider 
trading before the recently an- 
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nounced merger plans of the 
Taiyo Kobe and Mitsui 
banks. 


On debt row 


The governor of South Afri- 
ca's central bank said that the 
country might propose a uni- 
lateral rescheduling of its 
debts if its bank creditors 
refuse to agree to a new re- 
financing plan to replace the 
existing one which expires in 
June 1990. 


China returned to the inter- 
national loan market for the 
first time since June. Air 
China, a regional airline, 
raised about £130m ($200m) 
in Japan and Europe to fi- 
nance the purchase of a 
Boeing airliner. The banks 
that are putting up the money 
preferred to remain 
anonymous. 


Bowing out 





With typical strategic fore- 
sight, Lee Iacocca, America’s 
carman turned hero, an- 
nounced that he is likely to 
step down as chief executive 
of Chrysler, one of America’s 
big three carmakers, at the 
end of 1991. 


John Elliott, head of Elders 
IXL, an Australian agribusi- 
ness, is to arrange an at- 
tempted rescue of Alan 
Bond’s troubled group of 


companies. 


Jean-Marc Vernes, the boss of 
Compagnie Industrielle, fi- 
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bars gave in to a hostile b d 
om pagn inciere 
de Suez, another big holding 
firm—but not until he had 
forced Suez to increase its — — 
FFr23.7 billion ($3.5 billion) 
offer by nearly 1696. =a 


Getting together 









































Three of Europe's biggest —— — 
food retailers— Britain's Ar- 
gyll, Groupe Casino of France. 
and Koninklijke Ahold of 
Holland—will swap new 

shares in each other worth 
50m ecus ($52m) as part ofa. 
cross-border joint venture. 


Saab-Scania, a Swedish cars _ 
and aerospace group, said it 
was considering co-operating — 
with America's Ford in an ef 
fort to boost car production. 

Saab-Scania lost $120m in the — 
first half of 1989. g 


Britain's Treasury is suggest- — 
ing two ways for Europe to set 

up a currency union. One is — 
to make all EEC currencies le- 
gal tender throughout the | 
Community; the other is to — 
link currencies to a commod- 


ity or gold standard. 


To the dogs 


South Koreans are eating 
more dog meat than ever be- _ 
fore, despite last year’s pre- 
Olympics ban. Shin Koo Bum, 
an official at the ministry of 
agriculture, said that con- 
sumption of dog meat is ex- 
pected to reach some 33,000 
tonnes in 1989. 








e Mitsui was s the first Japanese bank to tailor its international ¢ 


correspond precisely with t the realities of today's international n 
@ Mitsui decision- -making is done at local level, with ultimate authority aced 


fi irmlyi in 1 regional l headquarters. —- 








bh CUON LO ¢ opportunity. - 
For the f ull range of services in international | 


banking, Securities business, merchant banking 


and d consulting, contact Mitsui - fi irst and fast. 











l Mitsui i is best organized to respond fastest to customer demands i in 














the era of global business and finance. 


@ mitsul BANK — 


Europe Division Headquarters: Ground and First Floor, 
eM p 6. Broadgate, London EC2M 2RQ. United Kingdom | 
ED | Tel: (01) 638-3131. Telefax: (01) 638- Der l 
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Flying America s way 


MES around Chicago's O'Hare 
Airport with a cup of cold coffee and 
waiting for a connection to Phoenix—lug- 
gage lost in Denver, aeroplane sick in De- 
troit—American travellers might wonder if 
the wheeling and dealing in the world's big- 
vest airline market will ease their pain. Offi- 
als at America's Department of Transport 
ae wondering the same, and hint that they 
may intervene. As carriers change owners, 
more debt is being hauled on board and for- 
eign airlines are climbing into the co-pilot's 
seat. The latest is British Airways, which on 
September Ist bid for 15% of UAL, the par- 
ent of United Airlines, as part of a $6.8 bil- 
lion employee and management buy-out. 

Is there any hope that such deals will 
produce better service for America's grum- 
bling ers? Don’t count on it. The 
chances of that look about as likely as a Fri- 
day-night flight out of LA taking off on time. 

After America introduced an “open 
skies” policy of deregulation in 1978, re- 
moving government control over fares and 
the routes airlines can serve, many new air- 
lines sprung up. Later, the industry consoli- 
dated. American airlines also adopted a rad- 
ically new way of operating their route 
networks, which cut costs but helped clog 
American airports. Now, via takeovers and 

oss-shareholdings, the rest of the world's 
“airlines are copying the Americans. 

Deregulation was supposed to help nim- 
ble new airlines with low operating costs 
challenge, and perhaps devour, flabby, over- 
priced pterodactyls. It worked—viz "no- 
frills” People Express—for a while. Last year 
airlines in America flew more than 450m 
passengers, twice the number carried in 

1978. Fares (after adjusting for inflation) de- 
clined by a fifth during the same period. But 
counter-forces were unleashed. The drive 
for greater efficiency encouraged the growth 
of hub airports, where small aircraft on less- 
busy routes link up with bigger ones on busy 
domestic and international services. These 
hubs, together with powerful computerised 
reservations systems and frequent-flyer in- 
centive programmes that encourage passen- 
gers to remain loyal to one carrier, give big 
airlines an advantage. 

As a result, many airline executives con- 
cluded that bigger must mean better, which 
produced a wave of takeovers in the mid-to- 
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Should have gone by bus 


late 1980s. Eastern and Continental became 
part of Texas Air; Delta acquired Western; 
Northwest took Republic under its wing; 
TWA snapped up Ozark. Mighty UAL tried to 
exploit its hubs in other markets. lt called 
itself Allegis and expanded into car-rentals 
(with Hertz) and hotels (with the Westin 
chain) in a brash attempt to build a travel 
empire. It failed. United’s core airline busi- 
ness was starved of investment and stopped 
growing. In 1987 Allegis was broken up and 
Mr Stephen Wolf was brought in as a new 
chairman to steer the company back simply 
to flying passengers. 

United and some of its rivals, apart from 
a few exceptions like strike-ridden Eastern 
and ailing Pan Am, are looking healthier 
(see chart on next page). After a bumpy ride 
in the mid-1980s, the airlines hope this im- 
provement in profitability will survive for 
the long haul. There are reasons for such op- 
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timism. The eight biggest airlines now com- 

mand some 90% of the business. "1 
However, the skies are dark 

Americans have forgotten the high ti 

prices before deregulation and are d 

sioned with the chronic delays and 

air travel. There have been rumblings 


ther pooling of computer reservation sy 
tems; and chilling suggestions, such as tax- 
ing free-travel awards from frequent-fh 
programmes. Together, these have put a 
lated brake on the further consolidation of 
the industry. , 
In theory that should give smaller carri- 
ers a better chance to compete with the gi 
ants. Some have already seized it. Alc ka 
Airlines has developed busy routes along 
America's West Coast and carried almost 
5m passengers last year. Low-cost America 
West Airlines is only six years old but deter- 
mined to expand after building up mini- 
hubs at Phoenix and Las Vegas. But such 
upstarts can still be grounded. Airport ca- 
pacity in America has not kept pace with 
rapid growth in air travel. Congestion 
proving an effective barrier to new entrants, 
because carriers wanting new routes Olten 
cannot find a take-off "slot". With Amer 
can air traffic set to double in the next de- 
cade and little new airport capacity being 
built, the big carriers will continue to 
dominate. 1 
The latest takeover mania is bei 
driven by more than financial muscle. T; 
some investors reckon many airlines po 
undervalued assets, such as aircraft; o 
think that prime take-off slots can also b 
valued as assets. But any takeover bid, like 
the $6.2 billion offer by Mr Marvin Davis, a 
Los Angeles investor and former oilman, 
which put UAL into play, forces foreign 
lines to enter an auction in order to protect 
their marketing agreements with American 
partners—or to try to forge new ones. —— 
These links have been used by pushy 
European carriers with small domestic mar- 
kets, such as British Airways, Holland’s KLM 
and Scandinavia's SAS, to plug their big in- 
ternational networks into American carri 
ers’ huge domestic operations. Foreign car- 
riers are prevented from buying more than a 
25% stake in an American airline, which 
means a minority shareholding can be a 
pricey way of cementing a marketing agree«- 
ment. The 15% stake in UAL will cost BA at 
least $750m, but BA's chief executive, Sir 
Colin Marshall, claims paying so much for 
such a small stake is justified. BA’s holding 
should prevent a rival European carrier 
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from teaming up with United while encour- 
— aging further integration of the two airlines’ 
— Services. 

For similar reasons KLM joined Mr Al- 
- fred Checchi, another American investor, 
- in a $3.6 billion leveraged buy-out offer in 
— August for the Dutch airline's American 
-. marketing partner, Northwest. Swissair and 
= Delta have also agreed to swap 5% 
- shareholdings to protect their deals and last 
year SAS bought 10% of Texas Air. Ameri- 
can Airlines and West Germany's Lufthansa 
are the latest carriers to discuss joint market- 
ing. Eventually, these transatlantic duos are 
likely to be joined by Asian carriers to create 
three-way partnerships. 

Designed to exploit global route net- 
works, such consortia will spread American- 
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style hub-and-spoke systems across the 
world. Smaller, weaker carriers will be the 
losers. Already some nations have seen the 
threat to their flag carriers. Minority stakes 
in Air New Zealand have been sold to a con- 
sortium which includes Australia's Qantas, 
American Airlines and Japan's JAL. In Eu- 
rope KLM and BA are negotiating to buy 2096 
each of a new venture with Sabena, the Bel- 
gian airline. 

The huge cash flows generated by world- 
wide hubbing, hope the airlines, should not 
only help pay for mergers, but also fleet 
modernisation. American carriers already 
have some $100 billion of new aeroplanes 
on order, most of which will be financed by 
debt of one kind or another. 

These new, more efficient and bigger 











Royal retirement 


PAR 


iS 
HE king of concrete, Francis 
Bouygues, has abdicated. The 66-year- 
old boss of the Bouygues Group, one of 
the world's biggest building and engineer- 
ing companies, handed over the chair- 
manship to his son, Martin, on Septem- 
ber 5th. Mr Bouygues senior had a 
cancerous lung removed in 1976 and was 
rumoured to be ill again. The question of 
succession has long hung over the com- 
pany. But it does not seem to have hurt 
performance. In 1988 turnover rose 7% 
from 1987 to FFr50 billion ($8.6 billion). 
Now the issue is whether the younger, and 
still unproven, Mr Bouygues can hold to- 
gether the empire built by his famously 
tough father. 

The typical Bouygues building is as 
massive as the man: the stadium in Tehe- 
ran, the grand mosque in Casablanca, the 
university at Riyadh. In Paris some of the 


Fei 
aircraft could ease some of the congestion at 
America’s airports. But the danger posed by 
the latest bid mania is that, by increasing 
debt, it could drain cash out of America’s 
airlines just when they need it to finance the 
lease or purchase of new aircraft. For this 
reason, America’s regulators should be con- 
cerned. With production capacity strained, 
delivery dates have stretched out past 1995 
and a futures market in “slots” on produc- 
tion lines has developed. That may tempt 
many cas pped carriers to try to make a 
quick killing by selling their space in the 
queue to another airline—as Pan Am re- 
cently did for a nifty $100m. There are 
plenty of airlines in other parts of the world 
more than happy to snap up aircraft due to 
roll off the assembly lines. Ask'Air India. 





Ford and Saab-Scania 


A Swedish 
romance 


ER since it lost a bid for ailing and 
state-owned Alfa Romeo to Italy’s Fiat 
in 1987, Ford has been prowling around Eu- 
rope for another classy marque of cars to 
buy. West Germany's BMw or Porsche 
would do nicely—but they are not for sale. 
Jaguar remains a possibility, but the British 
government can veto any takeover of its 
once-gleaming privatisation star until the 
end of next year. In the meantime, perhaps a 
Swedish Saab could do. 

Saab-Scania is in trouble—exactly the 
opportunity Ford needs to persuade for- 








ugliest (eg, Palais des Congrés) and some 
of the best (Grande Arche de la Défense) 
modern buildings were built by Bouygues. 
The group now wants to reduce the 58% 
of turnover coming from construction 
and has already branched out into real es- 
tate and water distribution. In 1987 it 
bought a 25% stake in France's biggest 
television station TF1. 

Vill the Bouygues kingdom survive its 
founder? Mr Bouygues used to boast “I've 
no colleagues, only competitors." Luckily 
for his company, that is no longer true. 
His son, born the same year as the com- 
pany in 1952, has a competent team 
around him. And the company looks bid- 
proof. The Bouygues family controls 1796 
of the stock. Friendly, undemanding insti- 
tutions control 25-2796. Few bidders 
would want to pay a premium for the con- 
struction business because its success has 
depended so much on Mr Bouygues's ne- 
gotiating savvy. 

But lots of people wonder what con- 
crete and television have to do with each 














other. Mr Silvio Berlusconi, an ltalian 
television magnate, already controls 296 
of the group and 4% of TF1. So far, he has 
been Mr Bouygues's friend. Now that the 
old lion is gone, could Mr Berlusconi be 
tempted to grab a bigger slice of TF1? 
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It is usually taken for granted that the British economy would not be in 


its present difficulties if it were a 


Il member of the 


uropean Mone- 


tary System. This is true. It would be in different difficulties 


HE debate about whether and when 

Britain should take the pound into 
the exchange rate mechanism (ERM) of the 
EMS has long been a finely balanced con- 
test: on one side stands Margaret 
Thatcher, on the other kneel her chancel- 
lor, her Treasury, and. everybody else. 
Since Mrs Thatcher's objections seem to 
be mainly political—sovereignty and all 
that—the economic case for British mem- 
bership is assumed by many to be open 
and shut. Actually it is far from that. 

In its most recent quarterly review, 
Britain's National Institute for Economic 
and Social Research has cast new light on 
the matter. The institute asked its 
model of the British economy two 
questions. First, what would have 
happened if Britain had joined the 
ERM in 1979? Second, what would 
happen over the next few years if 
Britain were to join now? 

Joining the ERM would mean 
that the pound would no longer be 
free to float up or down. Instead, it 
would be pegged against the sys- 
tem's other currencies (though 
from time to time the peg might be 
shifted in a realignment of the sys- 
tem). In modelling the economic ef- 
fects of this, the institute makes a 
crucial assumption— namely that 
the financial markets expect the 
peg to hold. As a result, buyers of 

















the real-life pound depreciated sharply af- 
ter 1981.) If sterling were put into the ERM 
now, it would not depréciate over the next 
few years; otherwise, says the institute, it 
will. So with the pound in the ERM the in- 
flation rate would drop to zero by 1991 
instead of falling more gently to 41/96. 
On the evidence of the chart, the Ems 
seems to amplify changes in the inflation 
rate—pushing it higher when it is rising, 
and lower when it is falling. That is a plau- 















luctant to put prices-up if they were sur 
that the government would not rest 
their competitiveness in foreign mar! 
by letting the currency depreciate. °° 

What about output? The answer ist 
full EMs-membership makes hardly any 
difference. The recession. of 1980-81 
would have been a bit less severe, and the 
boom of 1987-88 a bit stronger, but thei 
is precious little in it. Over the next few 
years the institute expects sluggish growt 
of well under 296 a year in either case. 

The big drawback of full Ems-member- 
ship, according to the institute’s results, is 
to be found in the external accounts. If 
Britain had joined the system in 1979, the’ 
current-account deficit last year would 
have been 4% of cpp instead of 3% 
GDP. (This is mainly because lower inter- 
est rates would have caused a 











British government bonds will not 
expect to suffer currency losses on 
their investment (or anyway not 


T^ with respect to European curren- 


cies). High interest rates would no longer 
be needed to compensate investors for the 
currency-risk of owning British assets. 
This explains the top half of the chart, 
which shows the institute's projections for 
short-term interest rates. If the pound had 
been in the ERM, interest rates would have 
been lower for most of 1979-88. If Britain 
put the pound in now, interest rates 
would fall to 5% by 1993, compared with 
the 1396 the institute otherwise expects. 
The bottom half of the chart shows the 
effects of past and future full Eds-mem- 
bership on inflation. In the early 1980s, 
thanks to a cheap EMS-pegged pound and 
lower interest rates, the inflation rate 
would have been higher for longer. lt 
would have peaked at 2196 in 1981 in- 
stead of at 1896 in 1980. Between 1985 


-and 1988, however, the inflation rate 
., would have been lower. (This is because 
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sible finding. It suggests that the govern- 
ment has used changes in the exchange 
rate to manipulate the inflation rate, 
keeping it steadier than it would other- 
wise have been. Joining the ERM would 
deny the government this weapon of pol- 
icy. In return, however, the economy 
would have a stable exchange rate, lower 
interest rates and, for the next few years at 
least, lower inflation. 

That looks a good deal. Moreover, the 
conclusion that inflation would have been 
more variable if sterling had been in the 
ERM needs to be qualified. It is based on 
the idea that full Eus-membership “would 
not alter the underlying behaviour of the 
economy”. That is fair enough as a work- 
ing assumption to feed to the computer, 
but in fact it is likely that wages and prices 
would be directly affected by belief in a 
stable currency. Firms would be more re- 












































higher level of domestic demand.) 
If Britain were to join the systém 
now, the deficit on present policies 
would still be 312% of opp by 1997. 
(The reason is the same: low inter- 
est rates spur domestic demand.) ` 

The institute deems this pros-. 
pect "unsustainable". Such a big, 
long-lasting deficit clashes with the 
idea that the markets will let ster- ` 
ling stay pegged, rather than forc- 
ing a realignment. So the institute 
assumes that the government re- 
duces demand by tightening ‘fiscal 
policy to the tune of £2 billion a 
year from now on. (This further as- 
sumption underlies the forward- 
looking EMS-projections shown in . 
the chart.) Even then, the external 
deficit would still be 396 of GDP in’ 
1993. That compares with less than 
1% of GDP, assuming that fiscal pol” 
icy is unchanged and that the pound stays 
outside the system. 

This is awkward. Britain’s chancellor, 
Mr Nigel Lawson, has lately argued that 
fiscal policy should not be used to manage 
domestic demand. That is a job for inter- 
est rates, he says. But if sterling goes into 
the ERM, as he wants it to, interest rates 
will be pre-empted by the promise to peg 
the exchange rate. They will not be avail. 
able for other purposes. To keep the ex- 
ternal deficit within reasonable bounds, 
the chancellor would therefore have to. 
use fiscal policy more actively. Worse, the 
outlook calls for the most unpleasant so 
of activism: a mixture of lower public 
spending and higher taxes. 

Mr Lawson might well be right that 
Britain would be better off as a full mem- 
ber of the EMs— but, it seems, only if he i 
dead wrong about the role of fiscal polic 
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The next sticker will be Ford’s 


merly reluctant owners to sell. The Swedish 
company’s cars group ran up losses of about 
SKr800m ($120m) in the first half of 1989 
and similar losses are predicted for the re- 
mainder of the year. Saab’s chief executive, 
Mr Georg Karnsund, blames falling sales in 
America—the company's biggest single 
market—and high production costs. It takes 
the Swedes about twice as many man-hours 
to assemble a car as it does the Japanese. 

This is where Ford can help. It has 
learnt lots from Mazda about efficient man- 
ufacturing techniques, which are crucial for 
building pricier cars profitably in low vol- 
umes. Ford has a 25% stake in Mazda, 
which is understood to have held discus- 
sions earlier this year with Saab-Scania 
about jointly building a car. Those talks fell 
through, as did negotiations with Volvo, a 
Swedish rival. 

Ford and Saab-Scania both maintain 
that their talks are still only exploratory. 
Ford is not interested in Saab’s trucks divi- 
sion, even though it is profitable, nor in its 
aerospace business. Although Saab-Scania 
has long advertised its cars alongside its 
Viggen jet fighters, the company’s elegant 
adverts have been virtually the only synergy 
"between the two businesses. Ford, which has 
been in the aerospace business since the 
early 1900s, has different ideas about how to 
make a car brand fly. 

In America Ford uses its Lincoln and 
Mercury divisions to sell upmarket cars. But 
in Europe everything in the company’s 
product line has Ford’s blue opal badge on 
its nose (apart from Aston Martin, a tiny 
British maker of supercars in which Ford 
has a 75% stake). Along with many other 
carmakers, Ford sees a growing importance 
in the value of separate branding for target 
markets. The Japanese do too, which is why 
Toyota calls its most upmarket model a 
"Lexus" in America. Some of Ford's biggest 
European rivals already enjoy that advan- 
tage: Volkswagen has its Audi range and 
Fiat has Lancia. 

Ford could follow the Japanese and in- 
vent a new marque, but it would prefer one 


88 





with a long pedigree. The advantage for 
Saab-Scania is that, in partnership with a 
bigger firm, it could reduce the cost of devel- 
oping new models by pooling resources and 
sharing certain parts, including engines. 
New Saab models are needed. “The im- 
age is way ahead of the product”, reckons 
Mr Dan Jones, professor of motor industry 
management at the Cardiff Business School 
in Britain. He wonders if Saab is the right 
brand for Ford. Privately, some Ford officals 
share his doubts. They question the wisdom 
of driving into the fiercely competitive lux- 
ury end of the market under an assumed 
namé when the profits of Ford’s volume-car 
business in Europe have been booming. But 
if Saab is for sale at the right price, Ford 
could stop dithering and take the plunge. 
— | 





LSI Logic 


Tiny terror 


NLIKE some market niches, those in 

high-technology seldom last. If a high- 
tech niche fails to grow, it is usually eroded 
away by still newer technology. If it thrives, 
large companies often muscle aside the start- 
up firm which pioneered the business. No- 
where has this been truer than in 
chipmaking. Because of high capital costs, 
large economies of scale and the volatility of 
demand, it is usually more beautiful to be 
big than small in chips. But not always. 

So far, tsi Logic, a small specialist 
chipmaker based in California, has bucked 
the trend. Despite growing competition 
from giant Japanese chipmakers such as 
Toshiba, NEC, Fujitsu and Hitachi, it contin- 
ues to be the leading supplier of gate arrays, 
a form of chip that can be altered readily to 
meet special requirements. Sales of gate-ar- 
rays jumped 4096 to $1.7 billion in 1988, a 
nice little bite out of total world chip sales of 
$50 billion. American chip-pessimists, sit up 
and listen. 

In the nine years since it was formed by 





an expatriate Briton, Mr Wa 
LSI Logic has boosted its sales bya. 3 
annually, reaching $379m last year. Ea, to 
banish its start-up image, LSI is due to obtain 
a listing on the New York stock exchange on 
October 2nd. Its shares have been sold over 
the counter since 1983. At the same time, 
Ls! knows that it has to diversify in order to 
fend off the big companies that are attacking 
its market. The company’s future depends 
upon managing that diversification 
properly. 

The kind of chips which Lst produces 
are called Asics (application-specific inte- 
grated circuits), designed for particular cus- 
tomers to combine the functions of several 
standard chips in one piece of silicon. 
Equipment makers use ASICs because they 
are cheap, reliable and fast compared with 
the combination of standard chips they re- 
place. Also, bright ideas are harder to copy if 
they are locked up in an AsiC rather than 
a readily identifiable combination of stau- 
dard parts. In addition, clever software is 
making ASICs easier to design and test. Gate 
arrays, LSI's corner of the ASIC market and 
the fastest growing segment, offer users the 
cheapest and quickest way to tailor-make 
complicated circuitry without having to re- 
design a chip from scratch. 

Lsi Logic has maintained its grip on gate 
arrays by investing heavily in R&D, even dur- 
ing the chip slump in the mid-1980s. Fortu- 
nately for the company, the manufacturing 
technology of gate arrays differs from that of 
the commodity memory chips churned out 
by big Japanese chipmakers. With produc- 
tion volumes much lower, economies of 
scale also count for less. 

Equally important, designing the type of 
chips which Lsi makes is not only a manufac- 
turing business but also a service one. So LSI 
has marketed its products from factories in 
America, Canada, Europe and Japan, eech 
run by local managers in the belief that lo 
managers are better placed to please local 
customers. It has shied away from using its 
own chips to make electronic equipment be- 
cause it reckons that, given a choice, cus- 
tomers prefer not to buy ASICs from verti- 
cally integrated chipmakers, such as Lsi's 
Japanese rivals, who might be competitors 
in other markets. 

Until now, Lsi’s new technology has 
concentrated on better manufacturing, de- 
sign and testing. But the AsiC business is 
changing fast and Lsi must change with it. 
The development of standard chips has pro- 
gressed so rapidly that the dream of fitting a 
whole computer on to a single chip—central 
processor, memory, mathematics processor 
and all—is not far off. Once standard chips 
contain all these elements, Asics will have to 
contain them too. 

This explains Lsi's diversification: it 
must make all the components for such a fu- 
turistic chip. Earlier this year it bought a 
Californian company called Video 7 which 
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makes circuit boards for computer graphics. 

: While Video 7 contines to sell its standard 

“<components under the name Headland 
"Technology, LSI can offer its designs as one 
element to incorporate into its own semi- 
“custom chips. 

Acquisitions are notoriously risky and a 
series of poor buys could hit the profit 
needed to pay for the next round of R&D. 
The company has already stumbled once, 

x purchasing a Canadian personal computer 
manufacturer in 1987, only to sell it a year 
later. There is no rest for the small. 





Imperial Chemical Industries 


Old England's 
roast beef 


. IR JAMES GOLDSMITH'S £13 billion 

“XD ($21 billion) bid for a tobacco conglom- 
erate, B.A.T Industries, has prompted specu- 
lation in London that he could soon be 
sharpening his knives for a carve-up of ICI, 
Britain’s chemical giant. But whether Sir 
James (or anybody else) eventually makes a 
bid or not, should ict be carved up? 

The same question could be asked of 
many of the world’s biggest chemical com- 
panies, which have made themselves espe- 
cially tempting carve-up candidates by diver- 
sifying and decentralising. That means that 
the debate about ici’s future, especially if it 
results in the firm being dismembered, 
could indicate a wave of bids, or disposals, 
by other chemical companies. 

The world’s fourth-largest chemical 
company, with sales in 1988 of £11.7 billion, 
ICI has separate interests in industrial chemi- 
cals, consumer products, fertilisers and 
pharmaceuticals. Any one bit could stand 

me. Which begins the case for carve-up. 
maring the 1970s ici made most of its profit 
from plastics, oil and gas, and fertilisers. 
Pharmaceuticals now make lots of money as 
well. But there are few genuine synergies be- 








tween producing and selling tons of bulk 
chemicals such as polyvinylchloride, an oil- 
derived plastic, and researching, developing 
and manufacturing pills. 

Moreover, iCi's shareholders are getting 
a raw deal. Because the fortunes of the pet- 
rochemical and plastics industry have fluc- 
tuated wildly over the past two decades, 
shares of diversified chemical companies are 
valued at discounts of 25% or more to most 
general industrial indices. By contrast, 
pharmaceutical stocks usually sell at a 
signficant premium thanks to their poten- 
tial for growth if a blockbuster drug is dis- 
covered. Ict’s break-up value is estimated to 
be more than £15 billion, compared with its 
current market capitalisation of £9 billion. 

If the recent trend for drugs-company 
mergers is correct, to remain competitive in 
pharmaceuticals ict will have to buy another 
drug company. As the 22nd largest firm in 
the industry, it is too small to compete in a 
rapidly consolidating drug market. But to fi- 
nance any takeover, ICI will have to borrow 
and pay in cash. Rival bidders, such as firms 
already concentrated solely on drugs, can of- 
fer their highly valued shares instead. 

But, quite apart from patriotism or nos- 
talgia, there is also a case against carve-up. 
Keeping cyclical and recession-proof busi- 
nesses under the same corporate roof should 
ensure steady growth; that will count for 
something when a recession comes. In the 
mid-1980s i1ici's pharmaceutical profits 
helped offset a profit decline in other chemi- 
cal businesses. After 1986, when petrochem- 
ical and plastic profits boomed, pharma- 
ceutical profits grew more slowly. ici's 


trading profit has grown by a steady 1596 an- - 


nually for the past three years. 

Opponents of carve-up also argue that 
there are “hidden” benefits in its businesses 
being kept together. ici has the critical mass 
to support innovation that shows returns 
only decades after the initial investment, 
such as research in biotechnology or into 
"advanced — materials"— expensive — but 
strong mixtures of plastics and fibres to help 
make the fuselages of aircraft and spacecraft. 











ICI's vertical integration ensures a stabl 
supply of raw materials insulated from th 
worst swings of volatile commodity marke’ 
And understanding the regulatory prob 
of getting a drug approved also: helps i in 
approval of agrichemicals. 

Neither of the two cases is compl 
convincing. Even Sir James would have 
culty arguing that ICI is badly run. But 
company could clearly do more to imp 
the lot of its shareholders. ict is tryi 
keep shareholders loyal with large divi 
increases to compensate for the gap in 
tion. It should do more: first, it could 
number of small or unprofitable businesses, 
where it is unlikely to become a market le: 
er. Its 25% stake in Enterprise Oil; a Not 
Sea oil producer, and some of its special 
chemicals businesses could go. 

Second, it could boost its share price by 
doing a better job at convincing invest: 
that its mix of businesses is well-balanc 
and really does promise steady growti 
through thick or thin. That may not be ea 
At the moment, commodities, drugs anı 
other chemical markets appear to be slowi 
down all at once. 

































Rain-forest products 


Growing profits 


WHEN Professor Ghille 
Prance flew back to Loni 
early this month from B 
he brought with him a suit 
of plants, roots and ¢ 
tropical powders for Mrs Anita 
Roddick, managing director 
Body Shop, a British cosme 
firm. “It’s easier to get these things thro 
customs when you’re the director of Kew, 
he says cheerfully. Mr Prance, who has spe 
much of his life teaching economic bot: 
to Brazil’s foresters, is using his job at t 
Royal Botanic Gardens to persuade firms 
sell the products of the rain forest, cull 
from sustainably managed sources. 

Big companies are intrigued, but: stil 
sceptical. Some rain-forest products that sel 
in local markets for more money than t 
crops or cattle raised on the same acrea 
deforested land are unknown outside Br 
Nobody has yet tried to sell them abr 
But now a few small British and. Ameri 
companies are introducing these for 
plants to western shops. 

These green entrepreneurs combine t 
parts altruism with one part materiali: 
Cultural Survival, a charity in Massachi 
setts, has set up a firm to buy and mar 
rain-forest products. Mr Jason Clay, 
charity’s research director, has scoured B 
zil for products and found two eager cu 
ers: Ben & Jerry's, a Vermont ice 
manufacturer, and Britain’s Body Shop : 
































y's has just launched “rain-forest 
unch”, made with brazil nuts (only from 
e wild forest) and cashews (used for re- 
foresting degraded areas). 

At Body Shop, the senior staff have 
been jetting back and forth to Brazil to set 
up two projects, one to persuade the univer- 
sity at Belem, at the mouth of the Amazon, 
to: look at seeds and plants for pot pourris 

id aromatic oils, and one to persuade an 
Indian tribe to harvest brazil nuts. But pro- 
essing the nuts and transporting them out 
of the forest is costly. It will, Mrs Roddick 
ckons, be at least five years before Body 
hop makes a profit on either venture. 
Finding reliable sources of supply is eas- 
the biggest obstacle facing companies 
ting to sell rain-forest products. Despite 
oncern, hardly any tropical forests are 








urope's trade policy 


ELS 


European E cmunity 
ess Europe after 199 
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UMPING is said to happen when a 
company sells goods abroad for less 
ini the comparable price in its home mar- 
or at less than the cost of production 
s "reasonable" profit. Countries claim 
. need protection because dumpers 
night use such predatory pricing to drive 
"mpetitors out of their business so they can 
aise prices later. The General Agreement 
n Tariffs and Trade (GATT) includes a code 
On antidumping practices which allows 
ountries to slap punitive tariffs on dumped 
oods, as long as they can "prove" that a 
umper's aggressive pricing is injuring their 

ü producers. 
Sounds reasonable to producers, if not 
) consumers who would like to buy goods 
t some foreigners are nuttily, if temporar- 
y, selling too cheap. (Cases where ex- 
lumpers have raised their prices after wip- 
ing out the opposition are strikingly hard to 
find). Reasonable or not, GATT's vague rules 

equently. allow governments-to.use anti- 
dumping actions to camouflage protection- 
ism. Among the most. enthusiastic" anti- 
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firm, the Ecological Trading Company, was 
set up six months ago to buy teak and ma- 
hogany from Peru and Ecuador and has 
been inundated with orders. Such timbers 
take up to 40 years to grow. 

Plenty of other rain-forest products al- 
teady find their way into western shops. 
Sometimes the product could be sustainably 
managed, but is not: chicle, the latex that 
makes chewing gum stretchy, is occasionally 
extracted by tapping trees but more often, 
especially in Brazil, by cutting them down. 
Companies could make sure that such prod- 
ucts are grown in a way that helps preserve 
the rain forest, and then advertise the fact. 
That could win green-minded customers, 
and make Brazil keener to exploit its great 
forest, not destroy it. 





ti-dumping duties are the heavy artiller 


gun that needs to get knotted 


of the protectionists' arsenal. 


s fondness for them continues to raise fears of 
despite hints of a rethink in Brussels 



















dumpers {along with America) has been the 
EEC, even while busily dismantling intra-Eu- 
ropean trade barriers on the way to building 
its own internal market after 1992. 

GATT's 14-page code was out of date be- 
fore it came into force in 1980. It takes no 
account of volatile exchange rates, the com- 
plexity of modern marketing arrangements 
and the ever-shorter life-cycle of high-tech- 
nology products. Its vagueness is a source of 
endless friction, enabling the European 
Commission to claim (probably rightly) that 
its use of anti-dumping duties always con- 
forms to GATT rules. 

The Community’s actions over the past 
two years show the scope for protectionism 
allowed by these inadequate rules. It has 
slapped anti-dumping duties on a wide 
range of consumer-electronic goods and of 
fice equipment made by manufacturers in Ja 
pan, South Korea and Hongkong, which 









sustainably managed. One small British 


have already proved themselves fiercely 
competitive in Ámerica and other markets. 
In July, after a two-year investigation, it im- 
posed provisional anti-dumping duties of 
between 6.496 and 33.996 on 15 Japanese 
and South Korean exporters of compact- 
disc players. 

Asian firms are even more nettled by 
the commission's efforts to stop them get- 
ting round anti-dumping duties by establish- 
ing European plants to assemble imported 
parts. The commission's June 1987 "screw- 
driver" regulation imposes anti-dumping 
duties on the parts used in such factories un- 
less at least 40% of them come from coun- 
tries other than the dumper's own. An at- 
tempt by Ricoh to evade these duties by 
importing photocopiers from its Califor- 
nian plant was blocked when the commis- 
sion ruled in July that these products were 
really Japanese. Japan has asked GATT to set 
up a panel to decide if the screwdriver regi 
lation is GATT-legal—the first time it has rc 
quested such a panel since joining the GATT 
in 1955, 

The last straw for many foreign compa- 
níes is what they see as the unfairness of the 
commission's way of calculating dumping. 
The commission generally takes the ex-fac- 
tory price in the European market and com- 
pares it to the price at which the good is sold 
by a local distributor in the manufacturer's 
home market. This inflates the manufactur- 
et's domestic price and hence the apparent 
dumping. The commission's rationale is 
that, in many Asian countries, marketing 
companies and even some retailers are 
linked to manufacturers, so an ex-factory 
price is unlikely to mean much. It therefore 
bases the "domestic price" on the first sale 
to an independent customer. Such a 
method clobbers countries like Japan with 
multi-layered distribution systems. 

There is much else that is unfair in the 
way the commission does its sums. When, 
works out a manufacturer's export price, u 
does not take a simple average of each ship- 
ment; when exports have been sold at above 
the domestic price (ie, not dumped), it ig- 
nores the premium and substitutes the do- 
mestic price, Shown at their true price, such 
exports would reduce the apparent dump- 
ing. The commission penalises any new ex- 
porter from a dumping country even if it is 
not named in a given ruling; if a newcomer 
starts to export from the country in ques- 
tion (ie, if it is modern and competitive), it 
has to pay the highest duty applied to any of 
its old compatriots. 

Companies with political clout appear 
to get a better European deal. For example, 
the ruling on compact-disc players, which 
calculated Sony's dumping margin at 16%, 
used a less punishing method because the 
commission said Sony provided more in- 
formation about its prices in Japan than did 
other companies. Is it coincidental that 
Sony works closely with Philips, Europe's 

E cos BUSENESS continues on page 92.5 | 
ne ECONO! 
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Charles Wirgman: Sketching in China, pencil and watercolour, 
77/s x 101⁄ in. Estimate: HK$ 18,000 — 24,000 


Chinatrade Pictures and 
Printed Material at the 
Hilton Hotel, Hong Kong 


Auction to be held Tuesday, 26 September, 1989, 
in the Ballroom of the Hilton Hotel in Hong 
Kong. Viewing commences 22 September. 

For further information contact Alice Yuan Piccus, 
1202 Alexandra House, 16-20 Chater Road, 
Hong Kong, Tel. (852) 5215396 or Colin Sheaf 
or Laura Lindsay, 8 King Street, St. James's, 
London SW1Y 6QT, Tel. (441) 839 9060. 

For catalogues telephone Christie's Hong Kong 
at (852) 521 5396. 
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Steigenberger Reservation Service 
The Peninsula Group Reservations Centre 
Hong Kong: (5) 840-7722 
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See Minolta copiers at: 


Australia Océ-Australia Ltd. 89 Tulip St., Cheltenham, Vic, 3189 Phone 
New Zealand Viko Holdings Lid. 33 Broadway, Newmarket, P D. Box 22¢ 
Hong Kong Minolta Hong Kong Ltd. Room 208, 2/F, Eastern Centre, } 
Singapore Minolta Singapore (PTE) Ltd. 10, Teban Gardens Crescent 
Thailand Bangkok Business Equipment Automation Co., Lid. 199/ 


03-58-1111 
land | Phone: 0 
King's Road, Quarr 
gapore 2260 
4 Vipawadee Ran 
















Suthisarn Fly-Over), Bangkok 10400 Phone: 271-0 





you in the dark. 


you a color in between. 








The new Minolta EP4300 with 30-cpm speed makes two- even when fully equipped. With productive functions like 

color copying faster and easier th an never Its Simul-Color I i iadruple Zooming Power, Automatic Duplexing Page-By- 

function lets you create a two-color copy wil th as many as Page Copying, Image Shift pg tech Frame Erase 

three sections in one quick scan. So contact your Minolta distributor about the new EP430( 
In fact. with Simul-Color II you can copy in black, copy in with Simul-Color I 





color or even erase with a single scan. Just slide the two 
Simul Levers to divide your copy's image into sections 
select a copy/color/ lerase pattern and press the Print Key 


Perfect copies in black plus a color choice of red, blue, sepia 
or green are that simple and fast 
What's more, this copier remains surprisingly compact! 


Minolta. The simplicity of intelligence. 

































Talwon Santa Office Machines Corp 10th Fi, Na 120, Sec. 2, Chien fuo North R 

Philippines — Topros inc Topros Bldg Banow Cor. Atok Sts Quezor Metre Man Phone 7324 4 5,7 3 41-85, 714-87, 7114-89 
India Methodex Infres Ltd. B industrial Estate Math ura R 1 

Pakistan Allied Equipment Lid. Firs aison Chambers, 1). Chundrigar Ri 


aban. Inner Circular Road, Kokroil Dhaka, GPO. Box 


Bangladesh Brothers internationa Ltd 
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ernational corporate finance. 
Through sheer size and strength, Chase is 

a formidable player in the world's financial 

markets. A Total Capital Base of USS$11.3 
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a unique set of capabilities. Capabilities that billion and a fully integrated global network 
E continue to set Chase apart in the world of gives us the kind of financial muscle and 
E. The Chase Manhattan Corporation 
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effective financial solutions. 
In a constantly changing world, we're 
|. Then of course there are the Chase able to provide financial advice to our clients 


E People with the expertise, the based on a global market, not just a local 


urces and the industry knowledge that is market appreciation. 
That means global financial solutions. 
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You recognize it with each sip. That extra something. 
That special, timeless quality that remains unchanged generation after generation. 
OLD PARR. The classic premium scotch in Asia. 
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pany, on new tech- 
t Philips is a company which 
commission often consults. Fortunately 
commission officials, stung by these criti- 
cisms, may be growing less eager to resort to 
“ anti-dumping duties”. Consider a few wel 
come straws in the wind. 

In recent years, the commission has 
typically received about 100 complaints of 
dumping in a year; investigated about half; 
found dumping in about 30 and imposed 
punitive duties on around 15. So far this 
year it has launched no new dumping inqui- 
ries into any big consumer goods markets. 
And the conclusions of some investigations 
launched earlier, such as into efficient Japa- 
nese cellular telephones, have been that no 
action should be taken. 

The new set of commissioners which 
took office in January has decided to review 
Europe's policy on rules of origin. They may 

bject the closely-related area of dumping 
w review, since Mr Frans Andriessen, the 
Dutch commissioner for trade, is of a more 


liberal bent than his Belgian predecessor, 
Mr Willy de Clerq. 

The European Community still finds 
the protectionist habit hard to shake off. 
Witness its provisional deal with Japanese 
exporters of dynamic random access mem- 
ory (DRAM) chips. The EEC will refrain from 
imposing anti-dumping duties in return for 
a commitment to keep DRAM prices above 
what they need to be. This first use of the 
antidumping weapon against imported 
components has rightly infuriated European 
computer firms—ie, chip consumers. Brit- 
ain’s ICL and France's Bull, among others, 
claim that—in a market which is already 
90% supplied by imports—local chips are 
often of poor quality. Japanese chipmakers 
must be smiling at the prospect of guaran- 
teed profits from a cartel officially sanc- 
tioned by Brussels. 

Replying to the complaints of chip con- 
sumers, a senior commission official argues 
that preserving a European base in semi- 
conductor technology is important: "We 


need to do something or Europe will be-- 
come dependent on outside producers." — 
Even if true, his statement contradicts 
commission's oft-repeated claim that its” 
anti-dumping policy is product-specific and 
does not amount to an industrial policy, 

The arbitrary nature of the anti-dump- 
ing weapon—compared to uniform mea- 
sures such as tariffs—allows the commission 
to pursue policy goals far outside the ambit 
of trade. The commission's anti-dum 
decisions have rarely been challenged eith 
by the EEC's member governments or by the 
European Court of Justice. 

European consumers should hope that 
the Community will indeed revamp its ap- - 
proach to anti-dumping. In an open market, - 
whenever an exporter tries to move 
dumping to monopoly pricing, competitors ^ 
will almost always step in. Anti-dumping ac- - 
tions ignore one of the most basic rules of 
commerce: if you can buy it cheaper than - 
you can make it, then buy it. 
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Strange but true 


WASHINGTON, DC 


MERICA is trying hard to cut its 
trade deficit ($119 billion in 1988) by 
being beastly to imports and boosting ex- 
ports. As usually happens when politi- 
cians think they can tell trade where to 
flow, this is going wrong. The growing 
politicisation of trade in America is plac- 
ing, or leaving, more obstacles in the way 
of exports. Five examples: 
@ Technology transfer. As the strictest 
country in the Co-ordinating Committee 
on Multilateral Export Controls 
(Cocom), the United States bears the 
greatest burden of denying technology of 
potential strategic value to the Soviet 
Union and its allies. It also unilaterally 
controls 27 categories of products not 
covered by Cocom; and it imposes re-ex- 
port controls on western buyers, which 
deters them from buying American prod- 
ucts at all. This probably costs America 
about $9 billion a year in lost exports. 
The Pentagon would argue that the 
cost to the average American of compet- 
ing in military technology with an adver- 
sary supplied with all the latest chips and 
lasers would be far greater than an annual 
$9 billion. Nobody is talking about all the 
latest chips and lasers. Sensible people are 
merely saying that the list of forbidden ex- 
ports is too long. Hence the decision of 
| Mr Robert Mosbacher, the commerce sec- 
retary, supported by President Bush but 
opposed by Mr Dick Cheney, the defence 
secretary, to take certain older models of 
personal computer off the Cocom re- 
stricted list. 


e Oil. Japan is a big importer of oil; 
Alaska is a big producer. Japan is not al- 
lowed to import any oil from Alaska. The 
oil is shipped to the lower 48 states, 
mostly to the Gulf coast via the Panama 
canal (in American ships, by law). This 
adds about $3.70 to the cost compared 
with a hypothetical barrel exported di- 
rectly to Japan. Shipping crude oil directly 
to Japan would reduce the bilateral deficit 





with Japan by some $10 billion-15 billion 
a year, according to Professor Steven 
Hanke of Johns Hopkins University. 

e Logs. There is a weird jam against Amer- 
ican logs. Raw lumber—as opposed to fin- 
ished wood—may not be exported unless 
the exporter gets none of his wood from 
federal lands. The intention is to encour- 


age Japanese and South Korean firms to 
buy dearer two-by-four planks, which they 
do not: they buy logs from the Philippines 
instead. This rule adds about $1 billion a 
year to America’s trade deficit. Myopi- | 
cally, many states are planning to ban the. | 
export of logs from state lands too. 

e Sanctions. A small but significant irri- | 
tant to exporters, sanctions against politi- || 
cal enemies of America (from Vietnam to | 
Libya and South Africa) are so porous ||. 
and affect such relatively small trading 
partners that they add only about $2 bil- 
lion a vear to the trade deficit. But the 
mood in Congress is turning more in fa- 
vour of sanctions. This is not because 
sanctions work, but because they provide 
a cheap way for congressmen to pose on 
the right side of history. 

e Moral export bans. Concern about 
the morality of exports comes in two 
forms: it threatens the export of things 
that are banned in the United States, such 
as some pesticides (which makes some 
sense), and it threatens the export of 
things that are merely disapproved of in 
the United States (which makes no sense), 
such as tobacco. So far such bans have 
hardly contributed to the trade deficit, 
but if American moralists grow more in- 
sistent, they could. 

Were America to tackle these self-im- 
posed export restraints, it would cut its 
deficit by 1096 at most. That doesn't 
sound like much, but it is a lot more than | 
other micro-economic measures offer. For 
example, beefing up America's Export- | 
Import bank to the level of West Germa- | 
ny's would add only about $3 billion to | 
annual exports, cutting the current trade | 
deficit by a mere 2.5%. 
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net sales 


net result 


August 1989 


DSM is one of Europe's leading chemical groups, with 
adquarters in the Netherlands. At the end of September 
B the Dutch Government will offer one third of the shares in 
M 0 the Dutch public and certain international institutional 
estors. 

In February of this year a first offer of 12 million DSM 
res held by the Government was considerably oversubscribed. 
DSM employs 29,500 people worldwide, 2,000 of 
om: are involved in Research and Development. l 
With worldwide group sales in 1988 of over Dfl 10 
ion, DSM's net profit for the year was Dfl 622 million. 
profit recently announced for the first half of 1989 was 
640 million: 

Last year the company invested Dfl 1 billion on new 
lations, improvements to production processes, environ- 


nental protection and safety control in additon to acquiring 


Ms is not an offer of DSM shares. 
Advertisement is. issued by Naamioze ave. DSM and its contents, which have been 
Limited, to Naarnloze Ver DSM member 
















facing the futu 
with confidence. 


REPORT FOR JANUARY-—JUNE 1989 
STATEMENT OF INCOME (CONSOLIDATED) 


operating result 651 781 
financial income and expense (50) (28) 
profit on ordinary activities before taxation 601 753 
tax on profit on ordinary activities (256) (243) 
results of non-consolidated companies 40 4l 
profit on ordinary activities after taxation 385 551 
extraordinary result after taxation (74) 85 
group result after taxation 311 636 
minority interests' share in result 6 3 
net result (at exchange rates as at Dec 31, 1988) 317 639 
effect of change in exchange rates (as at June 30, 1989} 1 


future with confidence. 


been prepared by and are the sole responsibility of Naamloze Vennostichap DSM 
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1989 
Dfl 1 million 
5,074 5,745 



























“DSM expects the second half of 1989 to bring good results, though less spectacular than the first half The Board maintains 
its earlier statement that, barring unforeseen circumstances, the 1989 total year profit will significantly exceed 1988”. 


The Managing Board of Directors 


companies important to the long term growth Strategy of DSA 

A further Dfl 360 million was spent on Research ^7 
Development, improving a whole range of already succ... 
products and processes, as well as developing a range of knov 
how intensive products. In the past, literally thousands 1 
patents have been taken out on new discoveries. These disco 
eries will form the basis of the company's progress well into th 
next century. 
This emphasis on the future i is siii of DSM. It’s 
philosophy that has seen the company ‘achieve significant growt 
over the past twenty years. It is now involved in areas rangin 
from bulk chemicals to a variety of high: gates materials, an 
some of its products are i 


among the world’s leaders. "—. j 
DSM faces the S V 





















been approved J Henry Scho 
may go down as well as up. The DSM D DSM, have been aps RATIS 
sell other than on the Amsterdam 


offered or sold in the US orto US. 












ITAIN'S MOST ADMIRED COMPANIES 
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fourth-placed J. Sainsbury, another retai 
by just half a point. 

What goes to make Shell Britain’s 
ber-one corporate hero? (A title the co 
pany may find hard to live up to, follow 
its oil spill in the Mersey, which took p! 
after our poll.) Ask Sir Peter Holmes, 
chairman, and he will tell you that the key 
its success is decentralisation. This mear 
that head office—split between Londo! 
The Hague in Holland—sets business str 


. Nhere none admire, 'tis 
useless to excel 


Profitability, return on assets and share pres offer clues to what makes a 
good business; but what is the extra sparkle that makes a great one? To find 


out, The Economist, in conjunction with Louphiborongh niversity’s depart- 
ri 


ment of management studies, polled 1,760 o 


tain’s top businessmen and fi- 


nancial analysts to discover their corporate heroes 


ORD LYTTELTON’S love-lorn Flavia 
thought her own excellence wasted 
without admirers more than two centuries 
ago. Today’s companies like to be admired 
"too, especially by their peers. There are good 
reasons why. If everyone—from analysts to 
. tival bosses in your industry—thinks you 
have got it right, you probably have. Ad- 
miration brings with it a firmer share price 
d loyal shareholders, which helps to fend 
we. would-be predators. Best of all, being ad- 
mired is usually good for business. When 
workers are told they are doing a good job 
they. tend to do a better one; so do 
companies. 
To find out which British companies, in 
- the opinion of their peers, are doing best of 
all, The Economist commissioned this sur- 
vey. Participants were sent a list of publicly 
quoted companies (chosen on the basis of 
. market capitalisation) in their industry sec- 
tor; in all, 21 industries accounting for some 
200 companies were covered. Participants 
were then asked to rank companies in their 
industry (except, for businessmen, their 
own firm) by eight criteria: quality of man- 
agement; financial soundness; quality of 
products and services; ability to attract, de- 
velop and retain top talent; value as a long- 
term investment; capacity to innovate; qual- 
ity of marketing and community and 
environmental responsibility. 
Their replies do not offer a number to 
‘crunched or an asset to be turned into a 








ratio: just a subjective appraisal of each com- 
pany's abilities by businessmen and ana- 
lysts. On that basis, the results produce 
three separate categories of winner: leaders 
on each of the eight crite- 
ria, 21 sectoral stars, and 
an overall top team. 


Going Dutch 
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Table 1.Britain’s most ——— 












gies, monitors regional performance ; 
keeps an eye on profit. But managers 
Shell's 100-or-so local operating compa: 
enjoy almost total day-to-day autonoi 
The result, our respondents think, i 
third-best management team (after BTR an 
Enterprise Oil) of our survey. oe 

Shell’s other ace 
long-termism. Its man 
ers can afford to thin 
and plan long-term 
cause they do not ¢ 





Scored out of 80, little 


stantly have to wai 
their backs: with amar 








more than eight points 
separate Britain's 20 most 





capitalisation of £37 bi 





admired companies (see 





lion ($58 billion), 





table 1). Ironically, Shell 
Transport and Trading, 







Dutch/Shell is a 
bid-proof, or so it thi 





which emerged as Brit- 
ain’s most admired com- 
pany with 63.88 points, is 


Such long-term plann 
meant that Shell was 
ter prepared than most 
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not a true Brit: it is a 4096 


its competitors when o 





cog in the Royal Dutch/- 






prices more than halv 





Shell oil group, with the 


in 1986. Its £2.9. billio 








other 6096 owned by Hol- 
land's Royal Dutch Petro- 


net profit last year was 
£84m less than. in 














leum. (Unilever, another 
big Anglo-Dutch hybrid, 


when oil prices were close 
to double 1988's avera, 









took ninth place in our 


Shell's return on its refir 








poll.) Shell only narrowly 
scraped first place from 
Glaxo, a drugs company, 






ing and marketing asse 
is twice the industry ave: 
age, and it has a £5 billio 





which trails it by a negligi- 





cash mountain. Unsur 





ble three-hundredths of a 
point. Marks and Spen- 






prising, then, that itio) 
the survey's “finan 





cer, with 61.71 points, 
came third; it pipped 















soundness" category 
table 3) hands down. - 
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- without 
- battles—but does so at the 


. BRITAIN'S MOST ADMIRED COMPANIES 


Shell offers some other 
pointers. It has stood aside 
from the rash of hostile 
takeover bids that has 
characterised the oil indus- 
try over the past few years. 
Instead, it prefers to buy oil 

gas assets quietly and 
price-boosting 


astonishing rate of around 
£1 billion each year. It has 
not repeated other oil companies' mistakes 
of diversifying into other sectors. Shell's 
business erem ^ Lema and simple, and 
it unerringly sticks to its knitting. 

This devotion to knitting links many of 


- Britain's most admired companies. A de- 


cade ago the "most admired" plaudits 
would almost certainly have gone to fast- 


_ diversifying conglomerates; today's equiva- 


lents—acquisitive diversified groups like 
BTR, Hanson and Williams Holdings—are 
respected for the management skills and fi- 
nancial wizardry with which they transform 
the companies they snare, but they are not 


.. to be found in our top 20. 


Look again at table 1. Most of these 


. companies have, in the 1980s, stuck to their 
_ knitting with a vengeance. With the Damo- 
—. clean sword of their break-up value hanging 


over them, those that entered the 1980s 
over-diversified and overweight have re- 


. trenched. ici has reduced its dependence on 


màn, into a 


uct bases, but each has done 


—. lished brands. 


= paints. The company is turn- 
= ing itself, said Sir John Har- 


- predators). Bass, Grand Met- 


_ commodity chemicals (which any third- 


world producer can churn out) to concen- 


. trate on high-value products like premium 


plastics, pharmaceuticals and 


vey-Jones, its former chair- 
"chemicals- 
services company” (although 

still may not save it from 


ropolitan and Guinness may 
have broadened their prod- 


so according to well-directed 
strategies built around estab- 


Glaxo, the pharmaceuti- 
cals group headed by Sir Paul 
Girolami that came second in 
our survey, divested its non- 
drug baggage years ago. Half 
of its sales now come from a 
single ^ anti-uleer drug, 
ranitidine (Zantac). A one- 
product company? To a de- 

but eight-year-old 
E is the world's best-sell- 
ing medicine, with sales still 
growing by a quarter each 
year. Sales of Glaxo's other 
drugs are buoyant, too. But 
the struggle to find another 
Zantac, and ensure a con- 
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stant fix of new drugs, is 
costly. Glaxo has spent an 
average of £98m on R&D in 
each of the past five 
years—equivalent to 4796 
of its retained profits. 
Concentrate single- 
mindedly on one industry, 
dominate it, and you then 
have to run in order to 
stand still. Glaxo's athleti- 
cism has paid off: our re- 
spondents rewarded it with the highest 
marks in its industry in all but one of the 
eight categories. The exception was quality 
of management, where it trailed Unilever. It 
stood head and shoulders above the compe- 
tition in one particular category: capacity to 
innovate. This is a quality Glaxo shares with 
many of Britain's most admired companies. 


Innovate or be damned 


Shell scores high marks for innovation in its 
industry, losing out only to a maverick inde- 
pendent (for now) energy company, Enter- 
prise Oil. But is Marks and Spencer, Brit- 
ain's third most admired company, 
innovative? Our respondents were not con- 
vinced. In retailing it lagged behind the Bur- 
ton Group, WH Smith and Next in the in- 
novation stakes, despite pioneering cash 
refunds, sell-by dates and (unusually for a 
store chain which depends on food shop- 
pers for 38% of its sales) an in-store credit 
card which now nestles in 2!2m wallets. Per- 
haps respondents were piqued at its reluc- 
tance to provide them with changing rooms. 












But think again ab 
cer's more innovative có, | 


has lost its shine. WH Sr 


ior 
innovativeness reflects its m «O spe- 
cialist retail sectors like pry and record 


shops, not its dull high-street stores. And 
Next's star was waning long before Mr 
George Davies, its mastermind and chair- 
man, was sacked in December 1988. 

So innovation alone is clearly not 
enough: it has to be by strong man- 
agement and be translated into long-term 
product appeal and quality. That is where 
Marks and Spencer scores. Its sectoral rating 
of 8.21 for quality of management compares 
with an average of 6.59 for its three more 
innovative competitors; on product quality 
it scores 8.29 against 6.23. It also, unsurpris- 
ingly, beats them easily on financial sound- 
ness, more than doubling Next’s score. 

Guided by Lord Rayner, its chairme 
Marks and Spencer’s careful mix of cons 
vatism, quality and innovation makes it in 
one respect a special company: it is held in 
something like affection by the British pub- 
lic, which rewards it with an unusual degree 
of brand loyalty. Marks and Spencer returns 
that loyalty, and not just to its customers. 
The company is careful to build long-term 
relations with its suppliers, and is rewarded 
by higher quality and lower prices. Perhaps 
more importantly, it does the same with its 
76,000 employees. 


Managers to market 


Building relationships with managers is es- 
pecially important. One strand linking the 
top three most admired com- 
panies (and most of the top 
20) is the quality and style of 
their management. Each 
takes the sort of long-term 
approach to strategy that 
only hard-to-bid-for fii 
(their shares trade at h.., 
premiums to net asset values) 
can afford. And each gives 
managers a big chunk of day- 
to-day autonomy while keep- 
ing a tight financial rein on 
operations. 

Good management can 
mean all things to all men. 
Universally, though, it means 
depth and breadth: strong 
and innovative management 
at all levels and across all 
products. That requires tal- 
ented managers. Our respon- 
dents reckoned that the top 
three companies were all, 
thanks to their reputations, 
able to attract, develop and 
retain top talent: Glaxo came 
second in this category, 
Marks and Spencer third, 
Shell fifth. 

The danger for all three 


z aditi THE ECONOMIST SEPTEMBER 0.1000... 






BRITAIN’S MOST AD 

















Financial soundness 
Rank — Company Score 
1 Shell 935 
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is that they are increasingly seen by high-fli- managed” companies then makes them, in Many of the sectoral stars have, in 
ets as akin to management schools. This Sir Owen’s words, “yield to our type ofman- — 1980s, woken up to the marketing mus 
means that they could now have to struggle agement”. That means accepting a tight that brands give them. Among the sectoi 
.to retain their brightest managers. Shell is ^ framework for financial reporting: each of winners Bank of Scotland, Marks and Spen 
an obligatory first stop for headhunters, es-  BTR’s 700-or-so profit centres must make a cer, Bass, Rolls-Royce, Grand Metropolit 

: pecially as its management structure means monthly return on key operating variables. — Shell and Dawson International have all de 
' t after scaling its operating-company lad- This, Sir Owen reckons, frees rather than veloped strong brand images and then tr 

3, further promotion can be slow. Shell constrains local managers and stops them — to take them upmarket. 


‘reckons that the bright side is that it now — being what he terms "busy fools". The com- Dawson, with its Pringle and Ballanty 
has corporate alumni spread throughout in- pany aims to raise profits by brands and Oscar de 
dustry; promoting Shell's excellence. increasing margins, not by T m ; Renta knitwear, has: be 

The- company that our respondents going for price cutting and spectacularly successful. 
judged to. have the best management— volume growth. Glance at that upmarket move. It 


"BTR—is not in the overall top 20, and it only the overall top 20 once 
makes an appearance in one other overall more: this is a lesson that 
category: it is judged fourth-best value asa even the most organically 
long-term investment. That may be auspi- grown of these companies 
cious, given the recent decision of Kohlberg has been forced to learn ; 
Kravis Roberts, a New York-based LBO spe- during the 1980s. head-on are now. no mo 
cialist not known for its passive investment nian the survivors have e 
strategy, to take a stake in it. So why is Sir The brand band BTR's Green moved many of their b 
Owen. Green's tennis-rackets-to-tights BTR Table 2 shows the winners manufacturing processes 
lauded for its management but for little else? of each of our 21 industry sectors. Unlike East Asia, or concentrated on high-qual 

And this despite being ranked, with cocon- the overall top 20, which is dominated by branded products and speciality texti 
: ;glomerate Hanson, as one of the two most blue-chips, the individual sectors are sprin- such as flame-proof materials. Combine 
-. financially sound companies in its industry? kled with upstarts: like EMAP, a publisher with a precise and coherent manage: 
5s The answer is that though our respon- which beat heavyweights Reed International ^ strategy, innovative products, imaginati 
_. dents were most impressed by companies and Pearson to the top spot among newspa- marketing and sound finances, and Da 
* that hav grown organically rather than by pers and publishers, and Abbey Life, which appears to be on to a winner. : 
have a sneaking admira- trounced Legal & General and the Pruden- Most of our sectoral leaders have a 
snaps up “under-  tialin insurance. = larly broad spread of talents. 5 


had to be. Those tex 
manufacturers that tried 

















es: ICI, the chemicals and plastics winner, 
ell as slimming down and concentrating 
on high-value-added products, scores top 
marks in its sector on every criterion except 
uality of marketing, where it takes second 
ace. Rolls-Royce (the engineer) is not, ac- 
ording to our respondents, the best man- 
aged or most financially sound company in 
gineering: but it wins easily in all other 
ategories, which gives it an unbeatable 
combination of (among other things) inno- 
ation, high-quality products and by far the 
highest quality of marketing. J. Sainsbury, 
he food-and-groceries winner, scores top 
rks on all but two counts: quality of prod- 
icts and services (where it came second) and 
ovation (where it was third). 
.. Cross-refer all this with table 3, which 
hows the top ten for each of the eight crite- 
tia on which our respondents judged the 
panies. Many of the results are to be ex- 
cted: the “financial soundness” winners, 
xample, are almost all blue chips; but 
ho, a decade ago, would have expected a 
extiles firm (Allied Textile) ever to sneak in 
t number five? That is the result of a harsh 
eriod of job-shedding and retrenchment 
uring the first half of the 1980s, followed 
five years of unbroken growth in profit. 
he “quality of products” category 
predictable, bur it underlines the im- 
nce of brands and management single- 
ledness. Its star, Pearson, encompasses 
ds, Royal Doulton china, Madame 
ussauds and the Financial Times (which 
a 50% stake in The Economist). Brands 
rson has aplenty, but it has yet (despite 
lling its interests in Reuters and Chateau 
atour) to show the sort of management 
nglemindedness that marks out many of 
iin's most admired companies. In many 
ays, despite some success over the past 
years in developing coherent strategies 
its more profitable bits, Pearson is still a 
ad conglomerate of the old school. 
Table 3 holds other clues to what makes 
odel company. Marks and Spencer and 
il take the first two places in the “com- 
unity and environmental responsibility" 
egory (contrast Shell's swiftish response 
last month's oil spill in the Mersey estuary 
with Exxon's faltering efforts after the Ex- 
m Valdez disaster). Glaxo, our third most 
mired company, takes seventh place. 
Sensitivity to environmental issues 
might be expected from pharmaceutical or 
oil companies, eager to play 
down their products’ po- 
tential hazards. But Marks 
id Spencer is neither the 
iggest spender nor the 
most vocal in the corporate- 
iving ranks. It has earned 
espect for its-loyalty to a 
ge number of sponsored 
projects (often in a-store's 
| area) which it provides 
_with "seed-corn" money. 
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The company takes the 
same low-key approach to 
the environment. Almost 
unnoticed, it invested in 
quieter lorries and energy- 
saving lighting years before 
green became a buzzword. 
There are pointers to 
failure in table 3, too. 
Think of Amstrad, which 
won the "quality of market- 
ing" category easily, and 
scored top marks in the electricals industry 
for the quality of its management. But mar- 
keting isn't everything. Amstrad's problem 
is twofold. Its management, while inspired, 
depends largely on one man, Mr Alan 
Sugar, the company’s founder and a market- 
ing whizz. This one-man show worked well 
while Mr Sugar was selling keenly priced 


videos and computers to a booming con- 
sumer market. But the government's 
squeeze on consumer spending, and an ill- 
fated attempt to take on IBM in the business- 
computer market (which culminated in a 
much-publicised recall of 7,000 computers) 
has hit the company hard. In the year to 
June 1989 its pretax profits will almost 
halve, according to analysts. 


Tortoises take over 


Amstrad's woes neatly en- 
capsulate the message of 
our survey. To be admired, 
companies need to succeed 
in the long term. To do 
this, they need to rely on 
more than one man's vi- 
sion: a talent for marketing 
needs to be matched by in- 
novative and consistently 













Amstrad's Sugar 








01.839 7000 (or write to her at 25 St James's Street, 


- good products, strong fi- 
nancial controls and sound 
management at all levels, 
Look at table 1 again. No 
one-man, faddish compa- 
nies like Amstrad, Next, 
Storehouse and Burton; no 
one-product or  one-skill 
companies either. And the 
nearest thing to a corporate 
hare in the top 20 is 
Carlton Communications, 
a fast-moving television-services company 
that has imposed well-designed strategies 
and iron financial control on the companies 
it has bought. 

Otherwise, the top 20 is a roll-call of cor- 
porate tortoises, companies that have built 
enviable reputations over decades. Those 
that have diversified have done so according 
to a coherent strategy. In the 1980s mo 
have simply stuck to what they know bes 
selling subsidiaries which do not fit their 
core plans. All have depth and breadth of 
management. Most, however, have fewer 
layers of management, and give their senior 
managers. considerably more autonomy, 
than they did a decade ago. 

The interdependence of the eight crite- 
tia by which our survey judged these compa- 
nies looks set to increase in the 1990s. One 
example: the rise of the green consumer will 
require innovativeness to develop new, 
"green" products, and sharply honed mar- 
keting skill to persuade customers to pay 
more for them. 

At the same time, the 1990s promise a 
continuing trend back to management ba- 
sics. That means sticking to clear business 
strategies, developing strong brands and, for 
most of the top 20, a further move 
upmarket. The recipe is not foolproof, as 
Grand Metropolitan, for one, is discover- 
ing. Despite a textbook application of th 
principles (which it is still sticking to: ec... 
this month the company announced that it 
was selling its Mecca and William Hill bet- 
ting shops for some £600m), its shares still 
trade at only around two-thirds of its likely 
break-up value. 

There will, then, always be enough un- 
dervalued companies to make growth by ac- 
quisition a viable strategy: expect firms like 
Hanson to prosper in the 1990s as they have 
in the 1980s. But the next decade will not be 
theirs: it will be the era of the organically 
grown corporate tortoise. 






















































| Reader offer | 
The full report by Loughborough University's de- | 
| partment of management studies, "Britain's most | 
| admired companies”, isavailable from The Econo- | 
mist, price £20. Contact Sarah Gray in London on | 

| 






London SWIA 1HO), Bradley Cleaton in New | 
York on 212.541 5730 or Janet Tsang in Hongkong 
n 9-216641 by September 22nd to order. l 
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Big Bang for the City’s law firms 


London’s Myers like investment banks and stockbrokers before them, 


are combining an 


Y THE end of the next decade there will 
AJ probably be ten giant commercial law 
firms in the City of London, some of which 
will be American. They will each have a 
gross fee income of around £500m ($800m). 
Alongside them will be niche firms, special- 
ising in insolvency, tax, intellectual property 
and entertainment, etc. Partnerships will be 
a thing of the past. Most firms will have in- 
corporated and are likely to belong to multi- 
disciplinary practices (ie, part of a holding 

mpany of accountants, architects and sur- 
_ yors), with Chinese walls and all. 

The parallels with financial firms before 
and after the London stockmarket's 1986 
Big Bang are glaring: conglomeration; 
megafirms; global- 
isation; niche busi- 
nesses; fierce compe- 
tition for fee income; 





expanding overseas 


all partnerships) to 20 people. But only in 
the past five years or so has the pace of 
change been stepped up—due mainly to Big 
Bang, the growth in mergers and acqui- 
sitions (M&A), the prospect of a European 
free-for-all in services and the growing 
globalisation of the securities business. 

Just as financial firms with different 
skills (eg, merchant banks, jobbers, brokers, 
foreign-currency dealing) rushed to link 
hands, so are City legal firms. Through ac- 
quisition, they are expanding to follow their 
clients’ now-broader range of businesses at 
home and abroad— securities trading, M&A, 
banking and insurance. There is another, 
more pressing reason for law-firm mergers: 





Total Gross fee 







































many practices lost accounts of, say, st 
brokers when these were merged: with 
vestment banks. There were, in short, few: 
big accounts around; some law offices had 
merge to survive. 
Some firms will not make it. Just as | 
financial firms were panicked into me 
at the time of Big Bang, some law firm 
rushing into bad marriages. In a merger 
lawyers the only real criterion is whether: 
not the new firm provides a better service 
the client—ie, whether the two firms ha 
different but complementary skills. M. 
mergers do not pass this test. 
Since May 1987 there have been arou 
three law-firm mergers a week, or more t| 
300 in total; berween 1967 and 1986 th 
were 100. Clifford Chance, the biggest 
office in Britain, was formed when Cov 
Chance joined with Clifford-Turner in 198 
and now provides the most comprehensi 
commercial legal service—ranging from s 
curities issues to M&A, fund management 
taxation. The number three in the City's k 
gal league table, Lovell White Durrant, w 
created in 1988 by the merger of two ok 
firms—Lovell, White & King and Durr 
Piesse. 
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key staff (and clients) left to join Denton 
all Burgin & Warrens, the fifth-largest 
firm in the City; and recently top-flight com- 
rcial lawyers at Speechley Bircham 
packed their bags and left for Mischon de 
Reya, which specialises in the entertainment 
business and property. 
Last year lawyers contributed more than 
300m to Britain’s earnings on services 
ide ("invisibles"); income from overseas is 
ikely to become a growing slice of revenues. 
e banks and brokers, law firms have been 
rushing to tie up with overseas practices. 
glish law's ban on multinational partner- 
ips is expected to be lifted soon. Most of 
the big law offices already have close links 
th American firms and in the past few 
ts have been courting continental Euro- 
an firms or opening up offices. One of the 
p ten law firms, Allen & Overy—heavily 
involved in the development of the 
urocurrency markets i in the 1960s—has 


to push into West Germany a 
993. Freshfields, which already has 
large office in Paris (31 lawyers) 
id a smaller practice in Brussels, is 

inning to open an office in Frank- 
So, too, it is believed, is Clif- 

rd Chance. Others are pushing far- 
er afield. Denton Hall Burgin & 
arrens, which dates back to 1742 
d has offices in Hongkong and Sin- 
pore, has just opened up in Tokyo. 

' Overseas expansion cuts both ways. 
t the first time in their history, British 
wyers have to face the rigours of real com- 
ition, both for business and staff, and not 
st from rival City firms. American firms 
ve balked at competing with City prac- 
es for fear of losing lucrative referral work 
ick home. But for how much longer? More 
merican law firms are expected to open or 
pand offices in London to service the 
eeds of their American multinational cli- 
;. Coudert Brothers, a big American law 
actice, recently announced that it plans to 
cruit 20 English lawyers for its London of- 
e, covering corporate finance and bank- 
g law. Other American law firms are reck- 
ed to be in the market for up to 100 
English solicitors. 

: Most of the big British legal firms 
should be more than a match for the Ameri- 
sans. The top 20 on both sides of the Atlan- 
tic are comparable in size. For example, the 
ee top fee earners in Britain (Clifford 
hance, Linklaters & Paines and Lovell 
White Durrant) have more than 1,000 staff. 
, too, do America’s top three: Skadden, 
Eps, Slate, Meagher & Flom; Jones, Day, 
eavis & Pogue; and Baker & McKenzie. 
The Americans rake in more in gross fee in- 
me—ranging last year, according to the 
American Lawyer magazine, from $440m 
(for Skadden, Arps, Slate, Meagher & 
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Flom) to $144m (for Milbank, Tweed, Had- 
ley & McCloy). However, in terms of in- 
come per partner the disparity between Brit- 
ish and American firms may be much less. 
According to a recent study by Price 
Waterhouse, a big accountancy and consul- 
tancy firm, the average income per fee 
earner of a 200-plus American firm was 
$450,000 in 1988, up from $375,000 in 
1987. That is probably not much more than 
similar-sized British practices. Clifford 
Chance, we estimate, now pulls in around 
£250,000 per fee earner. 

In this brave new world, are partner- 
ships the most suitable structure for law 
firms? The short answer is no. 
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So long, pardner 


Partnership is a legal requirement for law- 
yers—and a legal millstone for many. It car- 
ries with it unlimited liability—ie, lawyers 
can be sued individually for, say, negligence 
for every penny they have earned or are 


likely to earn. The lawyers’ supervisory 
body, The Law Society, insists that all firms 
(even one-man bands) carry negligence in- 
surance of at least £500,000 (to be raised to 
£1m this month). Although all big City 
firms have more cover than that, a large 
claim against any one of them could send it 
to the wall—a growing threat with the 
internationalisation of the business. 
Partnerships are also complex and le- 
gally cumbersome, hardly suited to the big 
firms’ changing size and range of services of- 
fered. Some have already adopted a manage- 
ment structure akin to a corporation. One is 
Clifford Chance. Its managing partner, Mr 
Geoffrey Howe, denies that the firm is 
thinking towards the day that incorporation 


will be legally permitted. However, the firm 





has an v Bai cnal (ie, board) and Mr 
Howe, responsible for the day-to-day legal 
business, isa sort of managing director. The 
firm has a senior partner (ie, chairman), Sir 
Max Williams, and has even brought in an 
outsider as general manager--Mr Keith 
Salway, an ex-finance director of Bowring's 
reinsurance subsidiary. He is responsible for 
accounting and support services, both tech- 
nical and professional. 

In a recent paper, Mr David Freeman, 
senior partner at D.]. Freeman, a firm which 
offers a full range of services but specialises 
in insolvency and property, argued that in- 
corporation would also make it easier for 
firms to recruit specialist, non-legal staff and 
to keep them—a growing problem as the 
City lawyers’ traditional dishes of convey- 
ancing and litigation are being pushed lower 
down the menu. Lawyers must be able to 

compete for staff with corporate instit 
tions able to offer benefits—such 
share ownership and pension arrange- 
ments—which are not available to 
partnerships. There would be finan- 
cial benefits too. Incorporated firms 
(many of which use bank-overdraft 
financing) could raise capital to com- 
pete in the financial-services sector, 
provide training and research and 
install computer systems (which 
would cost £5m or so for a largeish 
partnership). 
Incorporation would also grease 
the way for multi-disciplinary practices, 
presently banned by the Law Society. 
Some of the professions—eg, engineers, ar- 
chitects, estate agents and surveyors—can 
already incorporate. The accountants' gov- 
erning bodies are still considering whether 
to allow it. A report by the Office of Fair 
Trading in 1986 said that multi-disciplinary 
practices should be encouraged. They would 
not only offer more business opportunit ` 
to those involved but also provide a bet 
service to the public—or so everyone hopes. 

In the past ten years the rate of change 
in the legal profession has been unprece- 
dented; in the next ten it will be phenom- 
enal. Tomorrow's megafirms are probably 
to be found in the table on the previous 
page. Most are going from strength to 
strength, increasing their gross fee income 
by an average of 20-30% last year, compared 
with 15.196 for New York'stop firms. Those 
that survive and prosper will have to be a lot 
cleverer than in the past. They have allowed 
accountants to invade and capture territory 
which should naturally be the domain ‘of 
lawyers—eg, tax planning and advice, a 
business worth perhaps £500m a year in 
Britain. Why? Lawyers have above average 
literacy, but many are innumerate. In short, 
they are bad businessmen. A few tacitly ad- 
mit this defect and are bringing in outsiders 
to run the non-legal side of things. Those are 
the ones to watch. 
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- A dangerous game in Taipei 


Taiwan’s stockmarket was once a sleepy casino; now it’s hyperactive 


TEE Taipei stockmarket is getting too 
big for its boots. On average nearly $3 
billion-worth of shares has changed hands 
each three-hour trading day so far this 
year. That is $1 billion-a-day more than in 
London, and more than half New York's 
trading. On August 28th Taipei clinched 
a record $7.6 billion of deals. The world's 
biggest stockmarket, Tokyo, traded a 
mere $4.2 billion-worth of shares on the 
same day. 

Even by its own measure, the Taipei 
market is overstepping itself. The average 
daily trading value this year is nearly three 
times last year's and more than eight times 
that of 1987. Prices have soared. The Tai- 
wan Stock Exchange Weighted Stock In- 
dex had barely broken 1,000 at the begin- 
ning of 1987; on September 7th it closed 
at a record 10,172.49. 

Taiwan is awash with liquidity. 
The island's trade surpluses mean 
foreign-exchange reserves have 
reached $75 billion; money supply 
has been growing at up to 50% a 
year. The Taiwanese, whose savings 
ratio of 30% makes the Japanese 
look profligate, have private sav- 
ings of some $46 billion. 

The country’s highly regulated 
and rudimentary financial system 
has offered its citizens few invest- 


controls have only recently been re- 
laxed, and bank deposits offer fee- 
ble returns. A big chunk of Tai- 
wan’s private savings has been put 
into the old Chinese standbys of 





“has had little choice but to go into 
the stockmarket. 

The Taipei market has also been 
ramped by some 200 finance companies 
that have been taking illegal deposits from 
individuals dissatisfied with the low inter- 
est rates on bank deposits. An estimated 
$4 billion has been put back into the mar- 

«ket by these underground investment 
houses, which need to talk up the market 
in order to pay "dividends" of up to 40% 
to their “investors”. These practices recall 
the wild times in Hongkong before the 
stockmarket crashed there in the early 
1980s. 

Some people in the Taiwanese govern- 
ment are alarmed at the inflationary im- 

- pact from the surging money supply and 


overheated markets. They want to cool 


the trading fever, but without causing a 
collapse in prices. Elections are due in De- 
cember. With roughly 2m shareholders 
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out of a total population of 20m, a market 
crash now would be badly timed. 

Those who want to disinflate are ad- 
vancing, hesitantly, on three fronts. First, 
they are trying to squeeze liquidity with a 
tighter-money policy. Yet the central 
bank does not want to hurt smaller ex- 
porters, who are already suffering from 
the 25% appreciation of the New Taiwan 
dollar against the American one since 
1987. The government is hoping to soak 
up a lot of the excess liquidity by selling 
shares in ten state industries over the next 
six years, notably the three big state-run 

























Last week the authorities raided half-a 
dozen of the smaller houses, on suspicion. 
of illegally making loans for margin trad: 
ing and of using nominee accounts to” 
avoid capital-gains tax. There are enough. 
legal loopholes and political connections 
to make it likely that all these firms will . 
escape unscathed, but a warning has beer 
given. 

The third intended reform is to mak 
the market more accessible to foreigners. 
Hitherto, it has been closed to direct in 
vestment by foreigners except throug 
four mutual funds. The first of these, th 
New York-listed Taiwan Fund; was 
launched in 1983; three more were a 
lowed in 1986. The finance minister, Mrs. 
Shirley Guo, says direct investment by 
foreigners will not be allowed while there 
is still excess liquidity in the system. Many 
market watchers think that means on 
three years—but may well be sooner if th 
stockmarket crashes and needs propping 
up. ^ 

A key to the timing may be that Mrs 
Guo will shortly approve Taiwan's 
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banks. 
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Second, the finance ministry-and cen- 
tral bank are trying to curb the under- 
ground investment companies. À banking 
law which came into effect in July will al- 
low a stricter definition of what is a de- 
posit, and make the taking of such depos- 
its a bank monopoly. It will also provide 
for ten new banking licences: that way, 
the bigger of the underground finance 
companies, such as Hung Yuan, can be- 
come legitimate banks. They will still be 
able to play the markets, since there is 
barely a separation of the banking and se- 
curities industries in Taiwan; but the sher- 
iffs’ intent is that the largest financial cow- 
boys be brought under the central bank's 
prudential regulation. 

The smallest and shadiest such houses 
should now be driven out of business—or 
at least into the arms of the bigger firms. 


A S. 












































first Eurobond convertible to eq- 
uity. The $100m issue, underwrit- 
ten by Bankers Trust for YFY, a pa^. 
per company, allows for 
conversion—the authorities per’ 
mitting—after two years. It could 
give foreigners their first direct. 
holding of Taiwanese shares. 
The government's real need for 
foreigners, however, is to open à 
pipe for Taiwanese investors to 
flood into foreign stockmarkets. 
Last year jointventure stock- 
brokerages were allowed for the 
first time. Foreign houses could 
hold up to 4096 of a joint venture, 
though no one firm could hold 
more than 1096. The number of 
Taipei brokerages has leapt from 28 
to 163. Many foreigners say joint 
ventures are of limited attraction. 
A first group of three foreign brokers are 
to be allowed to open branches in Taipei 
early next year. The names will be proba- 
bly be announced next month. : 
The original intention was to give li- - 
cences to one American firm, one Euro- 
pean and one Japanese. But the Japanese _ 
have been banned by their own govern- 
ment from opening branches in Taipei, so 
as not to upset China. Few Europeans 
meet the stringent requirements of paid- 
in capital of $2 billion, total assets of $20 
billion and membership of the Tokyo, - 
New York and London exchanges. Seven 
American firms could qualify—including 
Salomon Brothers, Merrill Lynch and 
Morgan Stanley. These might get all the | 
licences by default, but that seems une _ 
likely. They may not be sorry to miss what 
looks like a coming crash. 
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ench takeovers 


ctoire for Suez 


WAS billed as the biggest stockmarket 
uel that France had ever seen. On one 
e, Mr Jean-Marc Vernes, the street-wise 
tman of Compagnie Industrielle, a hold- 
g company. On the other, Mr Renaud de 
Geniére, boss of a blue-blooded banking 
d- industrial group, ^ Compagnie 
nanciére de Suez. The prize: control of 
dustrielle and of Groupe Victoire, one of 
ance's biggest insurers. The result: a 
ockout win for Suez. 
The two men came to blows because of 
e intricate shareholding structure (see 
created by Mr Jack Francés, Mr 
rnes's predecessor at Industrielle, to keep 
dire at arm's length from 
; another of its sharehold- 
. The aim was to insulate the 





z's nationalisation in 1981. 
though it achieved its aim, 
e structure began to look 
tdated after Suez was 
vatised in 1987. 
. Victoire's FFr15 billion ($2.4 billion) 
rchase of a West German insurer, 
lonia Versicherung, in July 1989 sig 
ed the end of Mr Francés’s creation. To 
y for the acquisition, Victoire turned to 
shareholders for more capital. Suez was 
ly too willing to cough up and maintain 
30.4% stake in Victoire. But Mr Vernes 
Industrielle (which has a 40.296 stake in 
ctoire) had other plans. Instead of a rights 
ue by Victoire, he proposed an equity is- 
: to new (foreign) shareholders, thus di- 
ing Suez's stake. 
This meddling upset Suez. On August 
Ar de la Geniére launched a FFr23.7 bil- 
n ($3.6 billion) hostile bid for the stock of 
lustrielle it did not already own, as well as 
any remaining shares in Victoire. That 
e Mr Vernes until August 30th to come 
vith a counter-bid which, according to 
rench takeover rules, had to be at least 596 
we Suez's offer. 
But rather than launch a counter-at- 
ack, Mr Vernes said he would try to buy 
hunks of Industrielle stock in the market. 
e already held 2596 of Industrielle via his 
take in another holding firm, Société 
entrale d'Investissement. Add to this the 
5% under autocontróle—Aa closed circuit in 
hich subsidiaries hold their parent compa- 
$ shares—and the 596 or so held by Navi- 
ition Mixte, another holding company and 
rnes supporter, and Mr Vernes was al- 
ady within a whisker of majority control. 
. Worried about concert-party buying, 
the Commission des Opérations de la 
Bourse (cos), the stock exchange's watch- 
dog, twice sent out thinly-disguised 
warnings about any share-dealing shenani- 
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gans. Moreover, trading in the shares of 
Industrielle was frequently suspended; and 
the Paris commercial court temporarily 
froze the autocontróle shares that Mr 
Vernes had laid claim to. 

Industrielle's boss had no choice but to 
prepare a counter-bid. The COB gave him an 


‘extra two days beyond the August deadline, 
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but even that was not enough. Mr Vernes's 
pledge to find a French solution meant that 
he could not look overseas for help. No 
French white knight appeared. 

On September Ist Mr Vernes threw in 
the towel, claiming that he was pulling out 
to protect the Victoire-Colonia deal which, 
he said, was "in the national interest”. 
Baron Oppenheim, the head of Sal Oppen- 


heim, a Cologne-based' private bank that 
owns: Colonia, had made it clear to Mr 
Vernes that the bid battle threatened the in- 
surers’ marriage. Even so, Industrielle’s boss 
did not go quietly. 

Mr Vernes revealed that Suez had of- 
fered him FFr16,000 a share for his 
Industrielle stock prior to launching its own 
FFr13,000 a share bid. Why, then, he asked, 
was it offering Industrielle's shareholders 
less? A furious Mr de la Geniére said that Mr 
Vernes had been offered a higher price be- 
cause payment for his stock was to be spread 
over two years. The market was not in a lis- 
tening mood. When trading began again in 
Industrielle’s stock on September 4th, it 
changed hands at a price of around 
FFr14,620 a share. 

That left Suez little choice but to in- 
crease its offer. On September 5th Mr de la 
Geniére announced that Suez would pe» 
FFr14,800 a share for Industrielle. an 
FFr2,276 (up from FFr2,000) for each 
Victoire share, valuing the total bid. at 
FFr27.4 billion. Having forced up the price, 
Mr Vernes was only too happy to sell. 

Success in the bid battle means that 
Suez is now in the European insurance su- 
per-league. Add in the group's banking as- 
sets and the industrial interests of Société 
Générale de Belgique, Belgium's biggest 
holding company, and Suez has become one 
of Europe's largest conglomerates. How- 
ever, Mr de la Geniére may have a tough 
time justifying his latest acquisition —espe- 
cially when other conglomerates are selling 
off assets. Merchant bankers are already re- 
calculating the group's break-up value. 








International debt 


. 


Splitting the difference 


Comin banks are not the only 
creditors prepared to take a loss in or- 
der to get shot of dud third-world debts. The 
countries that have run up the duff debts 
have also made duff loans to each other— 
nothing like the commercial banks’ doubt- 
ful $300 billion or so, but enough to want to 
get back some cash in hand. 

Most of the defaulting countries’ non- 
performing loans are the product of desper- 
ate export drives. The debtors gave credit to 
fellow-debtors in order to shift goods, and 
booked the “sales” as export revenues. 
Around a quarter of world trade (which to- 
talled $2.7 trillion in 1988) involves devel- 
oping countries. Trade between heavily in- 
debted countries is probably worth 10% of 
the total. 

Brazil, which owes western banks ($69 
billion) more than any other country, is 
among the main creditors of its fellow debt- 
ors. It is one of the few countries to have sat 


on both sides of the Paris Club, the informal 


group of government officials which works . 
out the general terms for rescheduling Bove 
ernment-guaranteed export credits. Brazil's — 
biggest headache is the $2 billion owed to it 
by Poland. African countries such as Angola 
and the Congo provide it with smaller 
($200m) problems. 

The East European communist coum- . 
tries used to send lots of exports to develop- - 
ing countries, and get paid for too few of | 
them in proper money. Russia is probably 
owed as much as $60 billion, of which only 
half may be collectable. Czechoslovakia, 
Bulgaria and Hungary have similar prob- 















The incredible shrinking credit system 


NEW YORK 


E AMERICA'S post-1945 boom in 
credit finally bust? In the six months 
to June, cash and current accounts 
shrank at an annual rate of 4.696. The 
Federal Reserve Bank of St Louis says: 
“A drop of this magnitude has 
not previously occurred during 
the 30-year history of this par- 
ticular data series." Borrowings 
by commercial banks from Fed- 
eral Reserve district banks de- 
clined at an annual rate of 2296 
over the six months. This means 
that there is no credit pressure in 
America's banking system: 
banks have ample reserves be- 
cause the underlying demand for 
loans is weak. 

The fastest-growing measure 
of credit is the broadest. In June 
domestic non-financial debt (ie, 
the debt of consumers, busi- 
nesses and government) rose at 
an annual rate of 8.396. This may 
seem high, but it is not. Most of 
it can be explained by the mere 
compounding of interest payments on 
existing debt, and 8.3% is the slowest rise 
since 1975. The slowdown is mainly due 
to the reduction in consumer debt. The 
American consumer is borrowing less. 

Is this slowdown in borrowing good 
news? Yes, provided it does not go too 


far. Less borrowing is one reason that 
America's bond and stockmarkets have 
risen in recent months in anticipation of 
a soft landing of lower inflation, lower in- 
terest rates and steady if slower growth. 





How about a loan instead, sir? 


But Mr Charles Clough, chief invest- 
ment analyst at Merrill Lynch, views the 
slowdown as a sign of trouble. 

Mr Clough notes that current debt 
growth is already slower than at the 
trough of the deep recessions of 1975 
and 1982. "If over-leveraged balance 









sheets are the underlying reason for the | 
slowdown in borrowing," he says, "we - 
suspect that discussion will soon centre — | 
on whether the Federal Reserve is push- — 
ing on a string.” In other words, the Fed 
may be willing to lend to banks to meet 
credit demand, but either the banks have 
no wish to lend this money on to their — 
customers, or else the customers them- 
selves (hobbled by earlier over- 
borrowing) do not want it. 
the money supply may fail to 
grow even though the Fed is try- 
ing to ease. 

Mr William Tehan of P.R. — 
Herzig & Company, a New York 
stockbroking firm, thinks this 
process is already under way. He 
points out that bank deposits fell 
by 596 in the first six months of 
the year, almost as much as the 
decline of 696 during the whole 
of—wait for it—1930. Bank de- 
posits went on to decline by a 
shuddering 19% in 1931. Mr — 
Tehan concludes that “the | 
stockmarket and economy are || 
running on a leaking fuel tank." — | 

How will shrinking credit af — || 
fect the broader economy? Mr || 
Clough suggests that the most vulner- 
able industries will be those where most 
customers have to borrow first in order 
to buy. That means tough years ahead 
for America's property market, and for — 
the banks that made too many loans se- 
cured by property. 





lems. 

To complicate matters further, several 
Eastern European countries such as Yugo- 
slavia have trade surpluses with Russia 

tich they would like to turn into cash. Yu- 
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goslavia's trade surplus with Russia has 
congealed into a Russian debt to Yugoslavia 
of around $1 billion. 

Bizarrely, the process of turning such 
debts into cash is helping western banks to 
extricate themselves from some of their 
problem loans. For example, Yugoslav trad- 
ing companies have been taking Russian 
goods (such as lumber and chemicals) in or- 
der to reduce the Yugoslav trade surplus 
with Russia. The Yugoslav companies sell 
these goods for dollars. Invariably, the lower 
standard of Russian goods means they fetch 
lower prices. That does not bother the Yu- 
goslav companies too much, since they use 
this cash to buy back Yugoslav debt from 
western banks on the secondary debt mar- 
ket. There, the debt currently trades at a dis- 
count of around 45%. 

The trick is then to match this debt with 
its original borrower. The Yugoslav bor- 
rower buys the debt either for hard currency 
or dinars and in effect cancels the debt. 
Around $150m of the Russian trade surplus 
has been disposed of in this way. More di- 
rect forms of buyback have helped Yugosla- 
via cut the $5.5 billion it owes western banks 


by around 15%. 
































These attempts to settle debts with 
other debts are becoming more popular. At 
the end of March Paraguay agreed to buy 
Brazilian debt at a discount on the second- 
ary market to pay off the $435m it owed B a 
zil. Brazilian borrowers cannot buy back | 
their debts at a discount without the lend- 
ers’ agreement, which is often a hassle. Get 
ting a third party to do it is less troub 
Venezuela, which has supplied oil to small 
Latin American and Caribbean countries, 
another country that is prepared to be paid | 
in debt. p 

There will be more of these deals as and 
if progress is made with the Brady plan (fhe 
scheme cobbled together by the American: 
treasury secretary, Mr Nicholas Brady, to 
cut countries’ sovereign debt). At the mo- 
ment most Latin American countries want 
to depress the prices of their debts to en 
courage banks to swap them for new securi- 
ties at a heavy discount. Debt-to-equity - 
swaps and buy-backs are possible ways to 
lower prices and widen the discounts. Once 
debtor countries have shaken out the banks, - 
expect them to start using more debt to set- 
tle more trade. 4 
— 
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N SEPTEMBER 5th the highly resist- 
7 ible force of gathering optimism about 
e American economy met the frequently 
ovable object of central-bank intervention 

keep the dollar in check. After a brief 
irmish the central banks withdrew in de- 
at. Even after declining a little the next 
day, the dollar stood at roughly X146, 
DMI1.97 and $1.55 to the pound. 








reason to buy it. 

American economic indicators cur- 
rently point to a slowing, but not struggling, 
economy. Mr Alan Greenspan, the chair- 
man of the Federal Reserve, has impressed 
observers with his recent comments in con- 
gressional testimony and elsewhere: for the 
moment he is being trusted to keep mone- 





nce the beginning of the year its 
ade-weighted value has gone up by 
11.396—despite the slowing shrink- 
age in America's still-hefty current-ac- 
unt deficit and $12 billion spent by 
the New York Fed in May-July to hold 
he dollar down. 
Come September, the currency 
markets are often minded to take on 
the monetary authorities. At the end 
the month the finance ministers 
and central-bank governors of the big 
dustrial countries arrive in Wash- 
ington for the annual meetings of the 
nternational Monetary Fund and the 
World Bank. The markets get unset- 
led at the thought of pacts and ac- 
rds about to be forged. On this oc- 
casion, however, traders are doubtful 
hat the big countries know what they 
ant the dollar to do—enough of a 





| Daily rates 





tary growth tight enough to tame inflation 
but not so tight as to cause a recession 
Against a background of non«lumpin, 
growth, that means little prospect of furthe 
cuts in American interest rates. So until thi 
authorities appear determined to slap thi 
dollar down, the currency looks a good bet. 

This can easily change. Most commen 
tators were predicting that the meeting o 
the Bundesbank's governing council or 
September 7th would produce no rise ir 
West German: interest rates (such a ris 
would dent the appeal of dollar assets), de 
spite the unexpectedly strong growtt 
of the economy in the second quar. 
ter. But a rise in rates cannot be fat 
away if other indicators confirm this 
strength over the coming weeks. The 
Bank of Japan may have a rise in in- 
terest rates up its sleeve; it, too, is 
worried about domestic inflationarv 
pressure. The dollar hesitated on Se 
tember 6th on rumours that a hil. 
was imminent. In Britain, if the gov- 
ernment's promise to defend the 
pound is to believed, another rise ín 
interest rates is already overdue. 

The scene would appear to be set 
for a concerted increase in West Ger- 
man, Japanese and British interest 
rates, plus an energetic burst of inter- 
vention against the dollar. The mar- 
kets are gambling confidently that 
this will not happen—at least not yet. 











p Panel on Takeovers and Mergers, 
the City of London umpire that in- 
sists on fair play in British takeovers, will 
meet on September 13th. It has to decide 
whether to allow more time for Hoylake, 
the investment vessel of three buccaneers, 
Goldsmith, Rothschild and Packer, to try 
to board B.A.T Industries, one of Britain's 
stateliest corporate galleons. 

The trio needs the time because Lon- 
don's informal, but binding, takeover 
. code demands that a bid succeed (or fail) 
within 60 days of its launch. This rule is 
there to shelter British corporate manage- 
ments and their shareholders from dis- 
 tracting bids that hang around for ages 
but never quite gain control. If the time 
- limit expires, bidders for British compa- 
nies must wait a year before trying again. 

The clause could prove a godsend for 
_ the B.A.T management, which badly wants 
to repel the boarders. Insurance commis- 
sioners in nine American states are study- 
. ing Hoylake to see if it is a worthy owner 
_ for BA.T's Farmers Group, a big Ameri- 
can insurance company. Their delibera- 
tions seem likely to persist until after the 





Jolly Jim’s board’n party 








deadline. In some states it would be a 
criminal act for Hoylake to acquire Farm- 
ers without an official go-ahead. 

It will be odd if the 15 eminent finan- 
ciers who sit on the Takeover Panel blow 
Hoylake out of the water. If British of- 
ficialdom—in the shape of the Monopo- 
lies and Mergers Commission— wishes to 
vet a bid, the 60-day rule is effectively 
waived until its decision is known. 
Big bids increasingly tend to cre- m 
ate international predica- <4 
ments of this sort— 





of the European Commission. The rules 
of an international financial centre can- 
not pretend they don't. But the panel will 
have to make sure that Hoylake is not 
stringing the state scrutineers along 
merely to play for time. 


| 
not least because of the mounting powers | 
I 
i 
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The genesis of genes 


The genetic limelight has been hogged by DNA. But what of its older rela- 


tion, 


A? Not only do today’s cells depend on RNA for their daily lives, 


they probably evolved from it. And RNA stil! has a hand in evolution 


HE idea that life can be wrapped up in a 

simple chemical structure is a seductive 
one. That is why few discoveries have cap- 
tured the public imagination better than the 
double helix of DNA, the two-stranded mole- 
cule of the genetic library. But the double 
helix is not everything. Evolution must have 
taken many complicated twists and turns be- 
fore arriving at such a neat embodiment of 
genetic information. The first life to emerge 
from creation’s primal soup must have been 
simpler. 

A single-stranded relative of DNA, 
known as RNA, is furiously at work in cells. 
As research begins to reveal what it is that 
makes RNA useful, the question of what 
came before DNA has found an answer. 

All living things depend on a reliable 
store of information. In order to survive, a 
cell needs to know how to grow, nourish and 
repair itself. Accordingly it must make pro- 
teins to use as enzymes—chemical tools— 
which run the chemical reactions of the 
cell’s metabolism. Every cell carries the reci- 
pes for making proteins in its genes. The 
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DNA is composed of four types of molecules, 
known as nucleotides, strung together in a 
line; their sequence is a coded message—the 
recipe for the proteins. This information is 
vital to the cell. It must ensure that none of 
the code is lost or altered. DNA achieves this 
by having one string of nucleotides bind to 
another matching strand, thus forming a 
double helix. It is also guarded by a battery 
of proteins which watch over the code. 

The DNA is like a fusty old library: good 
for storing things, but awfully boring. Evolu- 
tion is a matter of modifying genes to find 
better combinations, and DNA does this only 
very slowly. What is more, DNA would be 
lost without its proteins. It is now so refined 
a book of rules that it can no longer read or 
write the rules by itself. 

RNA is more exciting. lt, too, is 2 se 
quence of four nucleotides, which corre 
spond to those in DNA. Although it is just as 
capable of storing genetic information—it 
does this job for many viruses—its chemical 
structure means that it exists in a single 
strand. As a bare molecule, andone that is 





not constantly watched over by į 
is much more susceptible to ch 
DNA. If genetics were based on R 
tion would proceed at a breathtal 

To see why, look at the nucl 
both DNA and RNA, the four nucle 
to form pairs, but they are chc 
their company. Each nucleotide 
posite, so the same two compleme 
always form. This specific pairin; 
gether the two strands of doubl 
DNA, and provides a back-up cc 
genes. If part of one strand is lo: 
aged, the other strand acts as a te 
repair work. But the singlestrand ı 
no way to repair damage; once a 
occurs, it is there for good. 

In RNA, nucleotide pairing pla 
ent role. Short sequences are draw 
opposite, or complementary, seq 
other parts of the same strand. S 
pull itself up by its bootstraps int 
of three-dimensional shapes. Th 
makes RNA molecules versatile. 

In the traditional descriptior 
biologist would divide molecules 

classes: those that store genetic in 
and those that look after the gen 
they are preserved and can spread 
ond task is ascribed to proteins. ( 
of a string of amino acids, protei 
into the structure that enables the 
as enzymes. Each class of molecul 
without the other, which poses 
and-egg problem for evolutionist: 
of the earliest life. 

In 1982 Dr Thomas Cech at tl 
sity of Colorado at Boulder mad: 
ery that shattered the traditional « 
between types of molecules, and 
a minor revolution in cell biology 
showing a way out of the chick: 
problem. He found a piece of F 
uses its shape to act as an enzyme 

To the eyes of the first genera 
neticists, RNA was a humble mes: 
that ferried information between t 
cleus, where the DNA resides, to 
somes (the cell's protein factori 
the nucleus). Now RNA is known 
volved in every step of protein 
and it uses both its genetic and its 
powers to the full (see diagram 
page). To start with, the code for t 
to be made is transcribed from th 
the double helix to an ephemeral 

RNA, known as the messenger s 


MRNA). This strand then passes thi 
ribosomes like the reel of punched 
a pianola, giving the specifications 
Ing proteins as it goes. 

is process is aided and abe 


it 
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yall cloverleaf-shaped molecules also made 
RNA. These.transfer-RNA (tRNA): mole- 
ules forage for amino acids that. float 
around in the cell, which they escort to the 
ribosome as and when the messenger di- 
ects, Each of the 20 different amino acids 
at least one of its own purpose-built 
iA molecules, with a three-letter code of 
nucleotides at its stem. 

55. The ribosome has room for two tRNAs at 
e. Messenger-RNA calls over the first, 
brings with it an amino acid. Short 
ns of the messenger and the transfer 
ules lock together inside the ribosome 
e where they meet, their three nucle- 
are complementary). The whole appa- 
tus then shifts along by three notches, and 
cond tRNA slips in next to the first. Then 
first amino acid jumps over to the sec- 
nd transfer molecule, joining to its amino 
d and making the beginnings of a pro- 
‘in. The empty transfer molecule falls out 
ind the protein factory moves three more 
eps along the messenger RNA to make way 
r.a fresh tRNA. The process of handing 
ver ever-longer chains of amino acids con- 
tinues until the protein is finished. 












































ibosome redux 

| None of this is new. There was a symposium 
| on such mechanisms of protein synthesis in 
| 1969 at Cold Spring Harbour, in New York 
state—a clear mark of the subjects then- 
-modishness. After that, ribosomes lost the 
limelight. Now Dr Peter Moore of Yale Uni- 
ersity in New Haven, Connecticut, thinks a 
enaissance is afoot. 

More than half of the- mass of a ribo- 
me comes from a third type of RNA—ribo- 
mal RNA (rRNA). Ín the 1960s the idea that 
is, and not protein, might be responsible 
running the ribosome was inconceiv- 
. Dr Moore believes that the proteins 
merely trimmings—helping the ribo- 
e to assemble, and stabilising its struc- 
——and that nearly all of the basic work is 
hy FRNA, acting as an enzyme. 
aking protein is not all that RNA does 
ep its cell alive. A messenger strand of 
hot off the presses from the cell's genes 
nucleus, is not fit to be sent off I the 
yes straight away. This is because 
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yng —are not destined t 


They are interruP 
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RNA message 


Í the DNA code—called 
o make pro- 
tions in the recipe 


Translation 


which serve no apparent function. The pro- 
cess of transcription, which writes out the 
DNA into a single strand of RNA, is blind to 
the difference between introns and the im- 
portant stuff, so the transcript must be 
edited later. 

The task is not simple. The code for 
each protein may contain up to 50 introns, 
each one anywhere from 65 to 100,000 
nucleotides long. In 1978 Dr Joan Steitz, 
also at Yale, tracked down the particles re- 
sponsible for this splicing. They are called 
"snurps —like a small version of the ribo- 
some, they comprise both protein and RNA. 
A snurp is a-collection of four particles 
which work together to splice out the 
introns. Exactly how they do it is uncertain, 
but again the RNA seems to play both the 
part of enzyme (because of its shape) and of 
gene (because it recognises specific se- 
quences on the intron). 

Nevertheless, the enzymatic RNA mole- 
cule—or ribozyme— discovered by Dr Cech 
makes all other ribozymes seem quite ordi- 
nary. It was found during work on the splic- 
ing of an intron in the single-celled animal, 
Tetrahymena. His team was trying to purify 
the proteins that were thought to be in- 
volved in the splicing. To do this they elimi- 
nated, step by step, all the molecules around 
the strand of RNA. When the crucial protein 
was removed, they assumed, the splicing 
would stop. But it went on, with nothing but 
the piece of RNA alone in a salt solution. Af 
ter some fastidious checks for impurities, 
they concluded that the intron had to be 
splicing itself out. They imagined that a sec- 
tion of the strand curled up on itself and 
joined its two ends to form a circle. The cir- 
cle then popped out of the strand, neatly 
sealing up the two pieces of RNA behind it. 

Soon after this finding, several other 
dexterous RNA molecules were spotted. 
Some, like Dr Cech’s, are selfsplicing 
introns. And another complex of protein 
and RNA—RNAseP, which is involved in 
making tRNA molecules—was found to work 
as an enzyme because of its RNA, not its pro- 
tein. This string of discoveries made it clear 

that RNA is more than a messenger boy. The 
ability of RNA to organise itself and get 
things done without any proteins around 
has set evolutionists thinking. If RNA can 
store information 1n à sequence of ieee 
ridesand it can also: copy itself, or parts o 
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itself, then it is a good candidate for a form — 
of early "life": : 

Dr Jennifer. Doudna and Dr Jack. | 
Szostak at the Massachusetts General Hos- 
pital have been trying to modify the Tet, 
hymena intron into. a. selfreplicatirig 
ribozyme. The isolated intron looks like the’ 
silhouette of a building site, with cranes and 
directions. ' 
As yet they cannot make such a molecule . 
copy itself, but they have succeeded in using 
it to stitch together a complementary copy 
on to a more simple template of RNA. More- 
over, it does not matter what the template’s 
sequence is. All the molecule needs is a pool 
of single nucleotides. From this reserve it 
gleans the complementary nucleotides and 
ferries them over to the template, where 
they stick on a few at a time. Building a self- 
perpetuating molecule is still a long way off, 
but their work gives the concept some 
plausibility. 























Pass the nucleotide, Igor 


Theories which have RNA suddenly crawling 
out of the melting pot of primeval earth 
need hard evidence to back them up, which. 
calls for experiments in the Frankens MP. 
vein. Over 30 years ago Mr Stanley Miller at 
the University of Chicago recreated what 
were then thought to be the conditions of 
the primordial world. He used a glass con- 
tainer filled with simple gases and an electri 
cal spark (to simulate lightning). After a few 
hours he got a sticky mess of organic com- 
pounds, including amino acids. But amino: 
acids cannot organise themselves; life would 
never advance beyond that sticky mess. 

To evolve, life needs to remember its 
past achievments in order to build on them. 
Genes store information as a sequence. of 
nucleotides. Dr Gerald Joyce of the Re- 
search Institute of Scripps Clinic in Califor: 
nia is trying to see how nucleotides, and. 
hence RNA, could have formed in the pre | 
mordial soup. The trouble is that nucleo- 
tides are quite difficult to make. . 

Fortunately, the earth had mote time to: 
experiment than do scientists on a five-year _ 
grant. If it is remotely possible to make the. 
necessary chemicals, it is a safe bet that they 
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to RNA is not easy, but it seems to be 
ible. But how might it have evolved 
2 it was made? One way to study this is to 
erate evolution. 
_ Dr Joyce is hoping to mimic the scythe 
natural selection, which eliminates all but 
he fit few, using modern-day bacteria. The 
dea is to make the bacteria dependent on 
NA molecule’s ability to replicate. The 
A molecule is linked to another, which 
s resistance to an antibiotic. When 
the antibiotic is used, only the bacteria with 
ent RNA will survive. Because bacte- 
reproduce so fast, Dr Joyce thinks that 
this type of experiment will pinpoint what 
the earliest living RNA would have needed to 
have looked like, and that it will do so with- 
in his lifetime. 
-. How does pondering the nuances of cre- 
ation help people to understand modern 
of life? All biology can, and frequently 
must, be studied in the light of evolution. 
Thus illuminated, the cell becomes a living 
fossil-record of the transition from an RNA 
ld. The bewildering mechanisms in cells 
be better understood if they are thought 
not as the perfect distillation of life's es- 
ce but as vestiges of an imperfect past. 
. The RNA molecule is a jack of all trades; 
here are safer ways to store genetic informa- 
ion, and more precise types of enzymes. 
The first step towards a better life for a self- 
sustaining family of RNA molecules would be 
to learn to make proteins. Twenty amino ac- 
ids can fold up into far more flexible shapes 
than just four nucleotides. Proteins could 
help to copy the RNA in a more reliable and 
accurate way—just as they do for DNA now. 
At some stage the storage of genetic in- 
formation was handed over to DNA. RNA is 
still occasionally written back into DNA, us- 
ing an enzyme called reverse transcriptase. 
Howard Temin of the University of Wis- 
i found this enzyme in the most 
ient of cells. So he believes that reverse 
d tra scriptase, or an early equivalent, proba- 
bly handled the transition to a safer, DNA 
world. As it was written into DNA, the rough 
sequence of RNA nucleotides was frozen out, 
Decause mutations occur much less often in 
the double helix. This "freezing" of the pri- 
 mordial RNA may explain why genes are full 


- of meaningless introns. Not all of the RNA 


ill be thrown together at some stage. Get- 




















SPIRIN is derived from willow bark, 
opium from innocent poppies and 
digitalis—for treating heart diseases— 
comes from foxgloves. To the list of nat- 
ural remedies, now add a piece of RNA 
found in a virus that afflicts tobacco. 

A small section of this virus's RNA 
folds up on itself to make a hammerhead 
shape. Two years ago Dr Olke 
Uhlenbeck at the University of Colo- 
rado realised that the hammerhead was 
acting like an enzyme. The virus copies 
its RNA by using the original strand as a 
template for the new one. The hammer- 
head is responsible for cleaving the two 
apart after the copy is finished—the sort 
of job that is usually done by a protein. 

Dr Uhlenbeck isolated the hammer- 
head from the virus in a test tube. To his 
surprise he found that it could blow 
apart almost any RNA molecule. Exactly 
how it does so is unclear, but it probably 
involves the binding of predator and 
prey in two places. With its victim 
clutched in both hands, the molecule 
changes shape and rips its prey in two. 

Dr Wayne Gerlach, at an Australian 








molecule could have coded for proteins; 
much of it was acting as an enzyme directly. 
These ribozyme interruptions remain in 
DNA, their meaning long since lost. 


The return of the primitive 

To some extent this is still an RNA world. 
Not all of it has been subjugated by DNA, 
and some of what still roams free is powerful 
stuff. The clearest example of what RNA can 
do is demonstrated by RNA viruses: those 
which caused the influenza epidemic follow- 
ing the first world war claimed more than 
twice as many lives as the war itself. 

A virus is a parasite that kidnaps the 
machinery of its host cell for its own pur- 
poses. The genes of many viruses are written 
on a single strand of RNA, which is usually 
surrounded by a protein shell. When it finds 
a victim, its effect on the cell can be devas- 
tating; infected cells are usually doomed. 
The virus may use the cell's ribosomes to re- 
produce itself slowly while keeping the cell 
alive. Or a burst of replication may tear the 
cell apart, scattering hordes of new virus 
particles. r 

The virus shows the best and worst sides 
of life based on RNA. When RNA copies itself, 
there is no way to make sure that the copy is 
accurate. DNA has developed a proof-read- 
ing mechanism to ensure that the copy is vir- 
tually perfect. RNA takes no such precaution, 
so mutations are far more likely to creep in. 
Constantly changing one's spots is helpful 


sometimes—there is little chance for a cell 
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company called Geneshears, has come | 
up with a modified hammerhead which | 
he hopes to use to combat diseases. Con- | 
sider a cell that is infected by a virus. In 
addition to the cell's own RNA, the viral 
RNA will be floating around trying to | 
make proteins and copy itself. Dr Ger- 
lach's hammerhead would seek out the 
viral RNA and cut it to pieces. 

To make its shearing selective, he at- 
taches sequences of nucleotides to each 
end of the hammerhead. These flanking 
sequences, like homing devices, recog- 
nise and stick to their complementary se- 
quences on the RNA that is singled out 
for destruction. The hammerhead is like 
a limpet-mine, seeking out virus mole- ' 
cules, sticking to them, then blowing 
them up. What is more, the molecule is 
unharmed in the encounter, so one ham- ` 
merhead can destroy many targets. 

Practically any flanking sequences 
can be added on, so the technique 
should work against any virus (once the 
right sequence is found). It could even be 
used to destroy home-grown RNA in a de- 
fective cell. 















to protect itself against an unpredictable en- 
emy. However, most mutations will be bad, 
or even fatal, so a virus has little hope of a 
stable life. 

The RNA in viruses still exerts a powerful 
force in evolution, since only genes that 
manage to set up defences against them will 
survive. Other types of viruses can affect the 
sequence of a cell’s DNA. Retroviruses are 
RNA viruses that carry a molecule of reverse 
transcriptase. When they enter a cell, +~ 
do not necessarily destroy it, but they t 
scribe their RNA back into DNA and insert it 
into the genes of the host. Here it can lie 
dormant, until the virus is somehow trig- 
gered, But once in the genes, the virus will 
stay there, which means it could be handed 
down to the cell’s offspring. The threat 
posed by retroviruses such as HIV, which 
Causes AIDS, is as good a reason as any to 
come to terms with RNA. 

It is fortunate for people that they no 
longer depend on RNA. The primitive gene 
mutates so fast that only single-celled organ- 
isms can exist; for them, natural selection 
metes out the harshest punishment for the 
slightest mistake. DNA slows the pace of evo- 
lution and permits a more complicated exis- 
tence; the double helix makes room for life's 
finer pleasures. But if one day a potent virus 
were to strike down every living creature in 
an instant, the double helix would turn out 


to have been ing but a final episode in 
the red wong DNA. 
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KLM is the first European airline flying world 
routes in the new 747-400. 


This remarkable new aircraft can fly a third of the 


way around the world non-stop. 
ich means a faster jou: 


than any previous 747. And offers passengers more room 


inside the cabin for hand luggage. 


We may be the world's longest establis 


airline. But we fly some of the world's 
youngest planes. Test us, "A us, d us. 


. The Reliab le Airline KL € 








How IO RUN 

A BANK FOR 

PEOPLE WHO 
CREATE WEALTH - 








The American Express Bank is organized around the individual whose wealth 


is the product of personal enterprise. 


How we serve such clients is as important as the services we provide. 


Here are the principles that guide our managers in 105 offices in 42 countries. 





UR MISSION IS TO SERVE today’s most successful people 

and their businesses, around the world, around the clock. 

Our clients are creators of wealth, They have little need of 
bankers who ave passive stewards. 

Instead, they will seek out the bank that is most ambitious on 
its clients’ behalf, that is most successful for its clients, and, above all, the 
most responsive. 


Excel in all these qualities, and your office will prosper 


THE MOST SUCCESSFUL PEOPLE ON EARTH 


"dn your dealings with clients, mold your organization to the 
a client's own. Recognize and respect a client's ties with other 
` banks. Heed thóse-who counsel your clients. 








Don't take on a new client unless you can pledge your top 
people. Make it a policy to exceed expectations. 

Never preach to your clients. Learn from them. They are 
among the most successful people on earth. 

Get to know each client like family. Clients who are auda- 
cious in business life may shun risk when choosing invest- 
ments for their private accounts. 

Don't oversell. Promise only what you can deliver, and 
deliver quickly. Make security your passion. Guard client con- 
fidences like the Crown Jewels. 

Keep your clients informed. Timely information is often 
more valuable than gold to our clients. Not at all by chance, 
American Express Company is the largest private user of tele- 
communications services on earth. 
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‘American Express Bank maintains offices in 19 time zones, 
united by a highly secure electronic nervous system. We are a 

_ financial engine that runs on a 24-hour clock. 

These four product families— Commercial Services, Sav- 
„ings and Investments, Special Transactions, and Treasury Ser- 

/ices—are the soul of our enterprise. Make them your focus. 


It is no accident that they mesh so neady with the per- 
sonal, commercial and entrepreneurial needs of our clients. 


Item: Currency traders positioned around the globe assure 
our clients of 24-hour access to Treasury Services. 


: Item: Our specialists in asset finance, real estate, and other 
disciplines can be at a clients side within a day. 

Item: American Express Bank will often engineer a prod- 

" uct specifically for a private client. So the fit is exact. 


In recruiting, be patient. American Express Bank is an elite 
corps. Hire only those who can enhance our reputation. They 
are rare birds. Seek out those few who combine these traits: 
L. 
Character. Cast-iron integrity, brains, energy, 
' stamina, and grace under pressure. 
2. 
Verve. We admire activists who are willing 
to break some china within the Bank 
in order to be effective for their clients. 
3. 
Entrepreneurship. We reward those whose 
solutions to one client's needs create fertile 
opportunities for other clients. 
4. 
Unselfishness. Every Account Officer must be 
a "switchboard" connecting clients with 
whoever will best serve their needs. 
5. 
Resilience. People who thrive on weeks of 
sustained effort, and who display a genius 
for keeping up with change. 





Argentina 
Austria 


“AF American Express Bank, our heroes are not. these who bring i 


biggest deals. They are the men and women who perform for our clients 
despite obstacles. When tragic floods in Bangladesh left 30 million bome- 
less, American Express Bank stayed open as usual, serving its clients, 


HOW TO GROW SMARTER 


It is the duty of every Senior Manager to apply unremittii 
pressure to maintain our standards in every area. i 
Never permit internal matters to distract your attention 
from client affairs. Delegate administrative tasks. See to it per 
sonally that your clients are happy, not merely content. l 
Spend at least half your time outside your office, among 
clients. You'll be amazed at how much smarter you become. | 
Your office is like a ship. It will move faster when you. 
scrape the barnacles off its bottom. Eliminate obsolete services 
and redundant departments. Banish committees. 
Never forget for an instant that when your clients 
trust your people they are really crusting you. You are 
captain of the ship. zs 


Eradicate intolerance in any form. Ditto parochialism. We 


are international bankers, not village bureaucrats. 
Respond instantly to requests from other offices and your : 
own requests will receive equal attention. : 
Create an atmosphere of intelligent ferment within the i 
Bank. Make life exciting. Those who cannot thrive on change 
have no business in banking today. 


AMERICAN 
EXPRESS 
BANK 





It is the custom of American Express Bank's most senior people to meet with prospective clients. To arrange an introduction, 
please contact the head of office in any one of these 42 countries: 


United Arab Emirates 
United Kingdom 
United States 


Bahamas Cayman Islands Luxembourg 
Bahrain Chile Greece Ivory Coast 
Bangladesh China Japan Mexico 
Brazil Egypt India Korea 


Canada France 


Germany Italy Nigeria Spain 
Sri Lanka 
Switzerland 


Taiwan 


Malaysia Pakistan 
Panama 


Philippines 
Singapore Turkey 


Hong Kong 
Monaco 


Netherlands 


Uruguay 


Indonesia Lebanon Venezuela 








"Wasn't it your idea 


to improve our communications?" 


Some people are misunderstood if they wish to introduce advanced ideas in commu- 
nication. And they are particularly important for business transactions across borders 
and time zones. If you wantto improve your communication with Germany, have a word 
with the Deutsche Bundespost. They have the most up-to-date know-how, nationwide 
networks and advanced communications services available. Whether it's Text or Data 
Communication, Videoconference, ISDN or optical fibre technology, today and in the 
future the Deutsche Bundespost is the right partner for companies dependent on 
communication across boundaries. For further information please contact: Deutsche 
Bundespost, PO. Box 1190, D-6600 Saarbrücken, Federal Republic of Germany. 


Telephone: ++ 496151834641. We're removing old barriers to cooperation. 


XJ Deutsche Bundespost 








The lost tribe 


DOKS AND ARTS 


THE AFRIKANERS. By Graham Leach. Macmillan; 304 pages; £12.95 
AEMORY OF SNOW AND OF Dust. By Breyten Breytenbach. Faber; 256 pages; £12. 99. To be 


nublished by Farrar, Straus & Giroux; $22.95 


N THE mid-1980s black protest made the 
running in South Africa; now 
Afrikanerdom seems firmly back on top. 
: two main contestants in this week's 
angeneral election were Afrikaner parties; 
he third, more liberal party is taken 
ieriously partly because it has recently 
added a layer of Afrikaner defectors 
: its English-speaking core. Black 
chances of a role in governing the 
country hang on Afrikaner voters 
and the Afrikaner politicians they 
elect—which is grand news for Gra- 
ham Leach’s latest book. 

Mr Leach believes the Afrikaners 
are ready to share power with blacks, 
probably by means of a byzantine 
franchise that gives whites a veto over 
any decisions that matter. After years 
of denying blacks even token votes, 
that represents progress. Mr Leach 
covers the familiar theories as to why 
this should be so. The Afrikaners ar- 
rived in the Cape in the mid-seven- 
teenth century, just in time to miss 
+l liberal rationalism that swept Eu- 

: during the next century. In place of 
Descartes and Montesquieu, the Afrikaners 
had the Bible, interpreted by authoritarian 
Calvinists. It was 250 years before they es- 
tablished the first fully fledged Afrikaans 
university; it took the Pilgrim Fathers just 16 
to found their university at Harvard. 

This backwardness made apartheid de- 
sirable and possible. Strict conformism, 
starting with the near-divine authority of 
parent over child, reinforced later by the 
church and church-dominated education, 
prevented questioning. Forty years on, the 
programme of white “upliftment” has had 
its effect. More and more Afrikaners live in 
towns rather than on farms, and go to uni- 
versity. The questioning is starting, and it 
touches the most sacred of Afrikaner myths. 


Blood River is less often ascribed to divine 
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intervention. 

During his six years in South Africa as a 
radio correspondent for the BBC, Mr Leach 
seems to have cultivated the breed of dissi- 
dent Afrikaners: well-off, well-educated, 





Homing to Durban 


youngish. The book cites the view of Mr 
Willem de Klerk, the relatively liberal 
brother of the ruling National party's new 
leader, that more than a fifth of Afrikaners 
are ready to share power with blacks. It also 
offers sketches of some of the prominent Af- 
rikaners who have broken with the National 
party, quoting at length their explanations 
for their departure. 

In letting Afrikaners speak for them- 
selves, however, Mr Leach forgets to criti- 
cise. Afrikaners have pronounced apartheid 
dead for some time now, yet it lives on in 
separate schools and living areas, a white 
monopoly of power and emergency laws to 
maintain it. The monopoly may be ended 
during the next half-decade, to be sure, but 
Mr Leach sometimes writes as if it has gone 
already. His last book on South Africa was 
recommended to this reviewer by a South 
African diplomat; this one will doubtless be 
promoted with equal enthusiasm. 

The diplomats are less fond of Breyten 
Breytenbach’s views on the Afrikaner soul, 


which are that it consists of “sentimentality, 
insensitivity, cunning, clumsiness”. Mr 
Breytenbach is one of a handful of Afrik j- 
ners who, on breaking with his tribe, leapt 
straight into the arms of his people's armed - 
opponents. He came of solid Afrikaner 
stock—his brother is a senior army o! 
but in 1975 he was convicted of terrorism. 

Free since 1982, he lives in Paris, and his 
latest novel suggests how hard exile can h 
Barnum, one of the novel's three main char- 
acters, is an Afrikaner who has shed his. 
tribe's political and religious credos and, 
like Mr Breytenbach, lives in exile in Paris. 
Yet he still takes every opportunity to speak 
Afrikaans. Mano is a mixed-race exile, yet 
even he feels nostalgia for Afrikaans, since it 
is the language of his youth as well as | 
of his oppressors. As the years of exi 
drag past, the recollections of South — 
Africa grow dim. “People live their - 
lives and a hand comes to smooth the | 
sand of memory.” Exile, says Mano, - 
b ~ living proof that death does not - 

Al. 








The novel's structure is exceed- 
ingly contorted, but Mr Breyten- - 
bach's imagery excuses almost any | 
fault. He contemplates death “look- 
ing into the long black eyes of a firing | 
squad or at the hairy snake of the 
hangman's rope." The exile suffers | 
“like a shell on a shelf which has for- 
gotten the sea”. Exile induces bitter- 
ness, and the two South Africans. 
spend much of the book exchanging 
turgid political boilerplate. Only the 
thought of the lost continent induces - 
optimism: “Africa will ^ muddle 
through . . . by magic if nothing else!" Per- 
haps the magic of the vast wilderness ex- 
plains Mr Leach's optimism about South — 
Africa, too. : 
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British Jews 


Such misfortunes - 


Tue CLuB: THE Jews OF MODERN BRITAIN. ; 
By Stephen Brook. Constable; 464 pages; 
£15.95 a 


(CTSRAEL", wrote George Steiner, an 
American but British-resident Jewish 

intellectual, in The Times last year, [ 
has not invited the world to its 40th birthday — 
party. It knows precisely what that world was 
doing when Jewish men, women and ; 
were being hounded to death, Ought it to have — 
guests from France, whose milice was ing - 


ae 


BOOKS AND ARTS 
ns 
[ pen children for deportation . . . Britain, 

whose government, even after the truths of Bel- 

sen and Auschwitz had overwhelmed history, 
was seeking to destroy the desperate survivors 
on their way to a last possible haven in 

Palestine? 


.. Well. So that—precisely?—is what the Brit- 
. ish were doing in 1939-45, Mr Steiner is 
quoted in Stephen Brook's vivid book la- 
menting that Britain's Jewish establishment 
. did not protest when such “unspeakable 
_ things" were being done to holocaust survi- 
vors; indeed that in Britain the holocaust it- 
_self “has no reality, even to the Jews”. Yet, 
reflects, 
it is a miracle that the Jews of Britain were 
spared the horrors of Europe. Only 20 miles of 
galt sea separated them from extinction. 
= At which point your (British) reviewer 
reached, bemused, for his history books. 
For the record—and for the light it 
_ throws on British Jewry—from 1939 
to 1945 Britain was fighting a war. 
The Jew-haters were on one side, the 
British, as Hitler noticed, even if Mr 
- Steiner has not, on the other. And of 
all warring Europe, in just one coun- 
try (occupied Alderney excepted) not 
 asingle Jew died for being such. 
What saved the rest in 1940 was 
‘no miracle: just the refusal of a na- 
tion, Jewish and gentile alike, to ac- 
cept defeat. That may be why the Jew- 
‘ish establishment did not protest; it is 
certainly why Britain has 330,000 
Jews today. And, in part, why they are 
. asmuch Britons as they are Jews. 
. . There is an older reason too for 
_ that: the tameness of Britain's history 
of anti-semitism. Some anti-Jewish 
- law persisted into the nineteenth cen- 
tury. The sentiment, mild but overt, 
- infected the aristocracy and middle- 
brow literature into the 1930s. You 
- could hear it in golf clubs or public 
- schools later than that. Echoes persist 
- today. Yet who ever wrote in Britain a 
7 (from an Israeli author, by the way) 
ike "intermarriage between Jews and Ger- 
mans"? Mosley's anti-semitic sillies got no- 
where. When was the last pogrom? The very 
word is foreign. Mr Brook is surely right: 
the great majority of Britons are simply indiffer- 
ent to Jews. They don't give us a thought. 
. So Britain's Jews can afford to wear their 
Jewishness lightly. Few simply ignore it. But 
you can carry something in your heart with- 
out parading it on your sleeve, let alone bal- 
anced precariously on your shoulder. 

With no external enemy, Britain’s Jews 
are free to dispute with each other. The ul- 
tra-orthodox, on the whole, do not bother, 
except over those points of talmudic fine 

. print into which, like intra-Trotskyite dis- 
putes, outsiders do not poke their noses and 
would be fools if they did. Except for the 
missionary Lubavitchers, the Jesuits of Juda- 
ism, these communities stick each to its own 


A world of their own 


rebbe and let the world and their less obser- 
vant brothers go on their sinful way. 

easy is the coexistence between the 
Orthodox and Reform or Liberal Jews (two 
varieties of progressives, hard to tell apart). 
They have noisy "who is a Jew?" quarrels 
over individual cases, notably of conversion, 
but their deepest disagreements are not pe- 
culiarly Jewish: over the position of women, 
family life, sexual morality—the modern 
world. Here the progressive minority has 
grabbed the best tunes: a thousand Britons 
could name Lionel Blue, the radio rabbi, for 
every one who has heard of Lord Jakobovits, 
the Chief Rabbi, or of his office. 

Mr Brook has talked to all sides, but 
does not hide which one he is on. He de- 
scends on the ultra-Orthodox of Stamford 
Hill like a Martian, too amazed to be un- 
kind. No such charity for Lord Jakobovits, 
judged too conservative by three-quarters 






(which is surely what he is paid for?). Jewish 
dismay at those who "marry out” arouses 
Mr Brook's derision. The Board of Depu- 
ties, the secular Jewish voice, has him rolling 
in the aisles. 

Mr Brook is at his best when he looks at 
Jews in society. He understands them there, 
and that is, after all, where most of them 
are— Britain has many Jewish professionals, 
but few professional Jews. He observes strik- 
ingly the distinctness of the 1930s ex-refu- 
gees, and the contribution that immigrant 
Jews have made to cultural life, as against the 
philistinism of the British-born. 

You can put that in kinder words. Ex- 
cept that they may be brighter, most British 
Jews are much like other Britons. Witness 
two facts. There are seven times as many 
Jews, proportionately, in Parliament as in 
the population. And hardly anyone knows 
it—or would give a damn if he did. 

















Tiananmen Square — 


First flood 


TIANANMEN Diary. By Harrison Salisbury 
Little, Brown; 176 pages; $18.95. Unwit 
Hyman; £5.99 

TIANANMEN: THE Rape or PrkiNG. By Mi 
chael Fathers and Andrew Higgins 
Doubleday/The Independent; 148 pages 
£4.99 

THE CHINESE People STAND ur. By Eliza 
beth Wright. ssc Publications; 192 pages 
£7.99. To be published on October 12th 


A MEMORIES of the carnage fade and 
more pieces of the story come together, 
journalists are revising the first drafts of the 
drama of Tiananmen Square. But the pass 
ing of time also demands more sophistice~~7 
answers to the big questions: what were 
origins of the massacre, what really hap- 
pened, and where is China going? 

The origins of China’s shameful sum- 
mer are of little interest to Harrison Salis- 
bury, the Pulitzer-Prize-winning foreign cor- 
respondent of the New York Times. He 
arrived in Beijing only a day before the mas- 
sacre, stayed in town for just 36 hours after- 
wards, and has the grace to admit that he 
received most of his hard news from the BBC 
World Service. In keeping with the self-in- 
dulgent style of this “diary”, Mr Salisbury 
apparently spent much of his time worrying 
about whether he would be arrested as part 
of a trade for a dissident, Fang Lizhi, who 
had taken refuge in the American embassy. 

Others have been as fast with the word 
processor, but more productive. Andrew 
Higgins and Michael Fathers of the Indepen- 
dent spend two-thirds of their time explain- 
ing how the failure of economic reform and 
the deep splits in the leadership contrik 
to the massacre. Elizabeth Wright, a C 
specialist and executive producer with the 
BBC World Service, devotes only 5% of her 
pages to the Tiananmen incident. But that 
may be about right. China had such a “good 
press" in the decade before the Tiananmen 
massacre that many forgot that more than 
20m people died after the economic lunacy 
of China’s Great Leap Forward; many mil- 
lions more had their lives ruined in the Cul- 
tural Revolution. 

None of these books can work out the 
reason for the massacre; but Mr Higgins and 
Mr Fathers, perhaps unintentionally, give a 
good picture of political confusion. The de- 
lay between the declaration of martial law 
on May 20th and the shooting on June 3rd 
was not merely a matter of preparing the 
troops. It was primarily a result of disarray in 
the Chinese leadership, and because even 
the conservatives in China were trying to 
avoid the massacre that eventually came. Mr 
Higgins and Mr Fathers even describe how, 
once the decision was taken to open fire, 












wae z -- 


AF 


BOOKS AND ARTS 











roops sometimes tried—however ineffec- 
ively—to avoid bloodshed. It seems that 
he massacre, when it happened, was better 
xplained as the brutal response of a faction- 
idden Communist party under siege. 

The men from the Independent are the 
only ones to point out that a student leader, 
Wuer Kaixi, did secretly break his “fast to 
death”, although not in the way the authori- 
ties claimed. They were meticulous in copy- 
ing down student wall posters to see what 
che students actually wanted. And they de- 
bunk the theories that China was on the 
brink of civil war: the tanks that rolled into 
Beijing carried no shells, and there were no 
reported incidents of intentional clashes be- 
tween troops. Yet the determination of Mr 
Higgins and Mr Fathers to dwell on the gory 
details, and their failure to say how they dis- 
tinguished between good and bad sources, 

kes their account of the massacre itself 

liable. By contrast, the similar space de- 
voted to the violence in the Amnesty Inter- 
national report published on August 30th is 
a model of cool anger and accuracy. 

So much for the recording of the massa- 
cre. But where is China going now? As Miss 
Wright rightly reminds her readers, none of 
China’s leaders—whether conservatives or 
reformers—was a democrat, and none was 
averse in principle to using the party's army 
to preserve their power. They mainly dif- 
fered about the best way to keep control and 
shunt the economic reforms back on the 
rails. It is chilling to recall that as many as 
10,000 Chinese were executed in 1988—a 
time when the “reformers” were in charge. 

Sinology has always been a bit like ar- 
chaeology—picking over a few bones of in- 
formation in order to understand the broad 
sweep of history. As Miss Wright's review of 
communist China’s 40 years makes clear, 
not much has changed in the China-watch- 

business. The optimists who hope China 

return to its reforming ways will seize on 
the old Chinese saying, "You can conquer a 
country on horseback, but you cannot rule 
it on horseback." China after Mao’s death, 
or Poland in recent days, feeds the hope that 
the Chinese drama will move from martial 
law to a happier ending. 





American literature 


Artist-imposter 


WiLLIAM FAULKNER: AMERICAN WRITER. By 
Frederick Karl. Faber; 1,131 pages; £25. 
Weidenfeld & Nicolson; $35 


AN biographer of William Faulkner 
faces a huge challenge. Not only did 
Faulkner transmute his native Mississippi 
into a fabulous fictional domain—the 
Yoknapatawpha County of his novels—but 
he fictionalised large areas of his own life as 
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well. Most notoriously, he re- 
turned from the first world war 
sporting a limp, a splendid RAF 
uniform and a British accent, 
full of tales of derring-do in the 
skies over France. It took some 
40 years for scholars to estab- 
lish that his war experience 
had consisted of flight training 
in Canada. In 1974 Joseph 
Blotner's massive biography 
exhaustively detailed the facts 
of Faulkner's life. Now Freder- 
ick Karl, at equal length, charts 
the connections between the 
i Hierro writer and the 
self-mythologising ^ ordinary 
man. "Faulkner the artist", he 
writes, "crossed paths with 
Faulkner the imposter" and 
fed the circumstances of his life 
directly into his work. 

- Mr Karl discusses at length how the 
young Faulkner grew up imbued with leg- 
ends of glory and doomed heroism in the 
Civil War, of a noble agrarian South de- 
feated by the mechanics and materialism of 
the North. Faulkner’s family had its legend- 
ary figures as well, particularly his great- 
grandfather, “the old colonel”, who com- 
manded a regiment, wrote a best-seller and 
founded a railroad before being fatally shot 
in the town square. Mr Karl maintains that 
both Faulkner’s lies and, initially, his writ- 
ing were attempts to ally himself with the gi- 
ants of the past: to raise himself not just be- 
yond his slight physical stature, but above 
the fallen condition of the modern South. 

Such conclusions will commend this 
book to Faulknerians and other devotees of 
modern fiction, On other counts it is less 
satisfying. Generally, it is more dense than 
deft, especially in its lengthy critical 


Rockin’ rollin’ middle age 
Satisfaction 


PHILADELPHIA 


Win some reason, would-be wags 
have labelled this the year of geriatric 
rock; the year when surviving members of 
some of the most famous rock groups of the 
1960s re-formed to tour America. The Who 
came, and bluntly told Rolling Stone that 
they were doing it only for the money 
($30m). Legendary American groups such as 
Jefferson Airplane, symbol of West Coast 
acid rock, and the Allman Brothers, masters 
of southern boogie from Georgia, played 
live to the delight of fans who had long as- 
sumed they would never see their heroes to- 
gether again. 

All have been happy mostly to play their 
old songs, sure in the knowledge that the 
music lives on. With every big city in Amer- 





















































analyses. And psychological 
speculation can go only so 

in illuminating the mysterious 
creative process. For instance, — 
Faulkner's misguided | obses- 
sion with his wife-to-be Estelle - 


but many men have been fa- | 
tally attracted without writing - 
extraordinary books. 4 
At other times, Mr Karl | 
makes excessive claims for — 
Faulkner's psychological 
uniqueness. "Why", he asks, — 
“did a 19-year-old boy from a 
relatively stable family and 
background turn to poets of 
depression, death and sad- 
ness" An immediate answer 
would be, for the same reason that legions of 
poetically inclined 19-year-olds have always 
done so; but they have not gone on to pro- 
duce “Absalom, Absalom!" Faulkner him- 
self was always wary of such psychologising. 
As he put it, “I don't believe Melville read 
Freud, and I'm sure Moby Dick didn't." 
Mr Karl seems to find it odd that, de- 
spite such sentiments, Faulkner could dis- 
play “a sophisticated awareness of the un- 
conscious” and could produce “works of 
disguised spiritual autobiography”; but to 
the writer himself they came from what he 
called “a demon”, a force over which he had — 
little or no control. Once completed, Faulk- 
ner could stand back from his books, as as- 
tonished by them as anyone else. Towards 
the end of his life he marvelled at “what an 
amazing gift I had . . . | don't know where it _ 
came from. 1 don't know why God or gods ` 
or i i m it was, selected me to be the — 
vessel. 


ica boasting a "classic rock" radio station 
playing old favourites from the 1960s and — 
1970s and generally scorning the new, this is 
not a silly assumption. Hit records are no 
longer required in order to sell out giant — 
sports stadiums. Definitive proof of rock's 
enduring appeal, however, has had to await 
the unchallenged event of this rock "n' roll 
summer: the first Rolling Stones tour since 
1981, which opened triumphantly in Phila- 
delphia on August 31st. 
The 46-year-old, business-smart, Lon- 
don School of Economics dropout and liv- 
ing legend, Mr Mick Jagger, is a true profes- 
sional. So are his four fellow Stones. To — 
them, touring is serious business requiring 
elaborate preparation and weeks of rehears- 
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- als. Unlike most other groups re-formed this 
- year, the Stones have actually released a new 
— record of new songs to coincide with the 
— American tour. There is also a well-prepared 
. media onslaught. The Stones have made the 

- cover of Time magazine for the first time in 
the group's 27-year history, and journalists 
representing 300 international news orga- 
nisations, not least this one, were in Phila- 
delphia to file reports on the opening night. 

s For five middle-aged men, ranging in 

— longevity from 42 to 52, the Stones are com- 

.. mitted to a gruelling schedule: a 34 month 

tour across America, playing in 36 cities. 
The payback will be 3m people spending 

—. $85.5m to see them. Demand seems assured. 
The group has already set a box-office 
record, selling out four shows at New York's 

— Shea Stadium in under six hours. Black- 

- market tickets for spots near the stage are 
selling for $250 apiece. 

= The group is said to be guaranteed to 

. make over $65m from the tour, under the 
deal negotiated by Mr Jagger with the pro- 
moter. But if the money is still there to be 

- taken, so the energy is still there to be spent. 

So much was clear to this member of the 

Philadelphia audience, made up of old and 
young alike. The Stones brand of black-in- 

-spired rhythm and blues is still inspiring on 

- stage. This was no parody of old men going 

- through the motions. Rather, the batteries 

- have been charged during the two years 
.. when the group's creative nerve centre, Mr 
— Jagger and Keith Richards, was at war with 
itself. Mr Jagger can still work a stage and an 
audience like no one else in the music indus- 
— try, which is why everyone else copies him. 
; As always, the Stones also lay on a spec- 
. tacle. The specially designed stage, 300 feet 
= wide and 130 feet deep, is extraordinary. 
— Described aptly by its designer, Mr Mark 
Fisher, as "strong, tough, urban and a little 
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| Mr Maigret 


HICH are the world's best-known 
books? If one leaves aside the Bi- 
ble, first, in terms of sheer numbers 
printed, come the works of Mao Tse- 
Tung and Stalin. Then come the crime 
writers, headed by Georges Simenon, 
who died in Switzerland on September 
4th at the age of 86. He wrote more than 
200 novels under his own name and an- 
other 300 or so under one of 17 pseud- 
onyms. Since he began writing in 1923, 
some half a billion copies of 
books by him have been 
sold around the world in 
more than 50 languages. 
Writing 80 pages a day, 
he would turn out a policier 
in a week or less. When Al- 
fred Hitchcock called to dis- 
cuss a film adaptation, 
Simenon's secretary said he 
couldn't talk as he had just 
started a new novel. "Don't 











worry," Hitchcock said, “I'll hol. on till 
he finishes." 

In this Niagara of prose, no single title 
stands out, though Simenon's pipe- 
smoking Commissaire Maigret is world- 
famous. Plots and character mattered 
less in his books than the atmosphere. 
This ranged from plain dull to gloomy. 
Fans, including plenty of more literary 
writers, found it compelling. 

Many people think Simenon was 
French, because that was what he wrote 
in and because France, especially Paris, 
was a favourite setting. But he was born 
in Belgium to a poor family. 
He made a fortune and 
spent freely, on a mansion 
in Vaud and on mistresses 
which he himself counted 
in hundreds. He stopped 
writing crime novels in 
1972, but did a long auto- 
biography and a memoir for 
a daughter, who killed her- 
self in 1978, leaving a tape- 
recorded note. 





risky", it could have been on the set of a 
futuristic cult film: “Blade Runner”, per- 
haps, or “Brazil”. The high point of the 
show was Mr Jagger emerging on top of this 
weird structure to sing “Sympathy for the 
Devil” as a jet liner prepared to land 
overhead. 

Such moments are what rock 'n’ roll is 
all about. It is meant to assault the senses. 
Despite Woodstock, Vietnam and Timothy 
Leary, it is not a subject to be intellectualised 
about. The Stones understand this, which is 
why they really are the greatest rock ’n’ roll 
band in the world and why, however absurd 
it may seem to some, they are guaranteed a 
place in twentieth-century history. 
^ 





Andy Warhol 
Famous for eight 
weeks 


ETWEEN now and the end of October, 

London will host the most comprehen- 
sive display of Warholiana ever gathered to- 
gether in a single city. An exhaustive retro- 
spective at the Hayward Gallery, on tour 
from New York's Museum of Modern Art, 
takes the viewer from Warhol's first fine-art 
canvasses (derived, for the most part, from 
low-budget American advertising) to 
projects left unfinished at the time of the art- 
ist’s death in 1987. The Victoria and Albert 
Museum, meanwhile, concentrates on pho- 
tographs of Warhol's 1960s studio, while 
the Serpentine Gallery's “Success is a Job in 


New York” looks at work from the painter's 
previous incarnation as a commercial artist 
in the 1950s. 

This last is the key to an understanding 
of what the artist's later work is about. War- 
hol spent a decade designing advertisements 
for, among much else, shoes and ketchup. It 
is an experience that would seem to have left 
him with a vision of America as a society ob- 
sessed with images, or, to be more precise, 
with icons, and with a tendency to reduce 
the complexities of human life to two di- 
mensions. Warhol himself, however, was 
ambivalent about this tendency, and this is 
what gives his work a species of greatne 

On the one hand, a picture suc 
"Lana" (1985)—the film actress, Lana 
Turner, portrayed with violently blue eyes 
and red lips—is a swipe at Hollywood myth- 
making, the unnaturalness of the artist’s pal- 
ette reflecting the falsehood of the original 
image. On the other hand, the picture also 
admits a fascination with such invented im- 
ages. It is tempting to see this ambiguity in 
terms of the artist’s own history. In part a 
proto-American, the child of Middle Euro- 
pean immigrants raised in an era of postwar 
jingoism, Warhol was also a devout Roman 
Catholic for whom iconolatry was, presum- 
ably, equated with idolatry. His last project 
was a series of studies of da Vinci's "Last 
Supper" overprinted with corporate logos. 

A constant criticism of Warhol's pic- 
tures has been that they smack of “commer- 
cialism". Certainly, the painter never de- 
nied the connection between art and 
money. (A typical diary entry reads, "The 
dollar's gone down now in Paris so people 
are more interested in art.") At the same 
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Iconolatry, idolatry 


time, the slapdash, graphic-artist quality of 
his canvasses is intended, not accidental. 
Not for nothing did Warhol dub his atelier 
“The Factory”. The ill-wrought surface of a 
Warhol canvas reflects the shoddiness of the 
image it portrays. Repeat images—a 
favourite motif, as in “Six Marilyns" (1962) 
or “Sixteen Jackies” (1964)—reinforce the 
hollowness of their subjects. “Some critic 
called me the Nothingness Himself’, wrote 
Warhol in his "Philosophy", "and that 
didn't help my sense of existence any. Then 
l realised that existence itself is nothing, and 
felt better." 

In the end, the question is not so much 
what Warhol saw in his pictures as what the 
public sees in them. From the start, his 
brand of moral satire was misunderstood. 

er his half-mocking portrait of Camp- 

's Soup tins (1962), the artist was ap- 
proached by the Campbell company to 


paint more of their products. (Warhol, 
never one to look a gift horse in the mouth, 
willingly obliged.) After the "Marilyn" por- 
traits, pop stars queued to have their pic- 
tures painted. This may be seen as the ulti- 
mate triumph of satire, or as its ultimate 
failure. Neither view, however, answers the 
question of whether such Borgesian mirror- 
games can justify the commitment of vast 
amounts of public art-space (and, indeed, 
public money). Warhol's own prediction 
was that fame should last for 15 minutes. He 
may have had a point. 





Science fiction 
Fifty-year party 


I JULY 1939 a motley assortment of 200 
young men met in Caravan Hall, New 
York, to talk about the magazines they loved 
and meet the writers they admired. lt was 
the first World Science Fiction Convention. 
Fifty years on, the "Worldcons" continue, 
and some of that first few still attend as elder 
statesmen. They have seen many changes. 

The most notable is in scale. Science fic- 
tion is no longer restricted to a handful of 
pulp magazines; it now controls more than 
1096 of the book market in America, with 
thousands of titles published every year. 
The conventions have grown accordingly. 
This year's worldcon, held in Boston over 
the Labour Day weekend, was attended by 
well over 6,000 assorted fans, authors, art- 
ists, editors and agents. 

There were hundreds of panel discus- 
sions. Some tended to the erudite, such as 
the homoeroticism of vampires and Blake's 
influence on authors. Some were more prac- 
tical, such as how to negotiate foreign rights 
in the European single market after 1992, 
Discussions on some topics of general inter- 
est, like cold fusion, Neptune and artificial 





Poets both 


Although both Ayatollah Khomeini and 
his nemesis, Salman Rushdie, have dis- 
appeared from view, both have been 
heard from lately—in their poetry. It is 
not a form associated with either, but 
both seem to have been impelled into 
verse. The Ayatollah’s is a love poem: 


| have become imprisoned, O beloved, 
by the mole on your lip! ... 
Open the door of the tavern and let us 
go there day and night. 
For I am sick and tired of the mosque 
and seminary. 
A commentary in a recent New Re- 
public cautions readers not to take this 
too literally; like the Song of Solomon, it 


is a device in which "the beloved" is God 
and the “tavern” is the divine presence. 
The Ayatollah in his fury against Mr 
Rushdie was not hiding some deeper po- 
etic sensibility of which he was ashamed. 
He was, sadly, perfectly consistent. 

And hence the 17-line poem that Mr 
Rushdie sent from exile to Granta, one 
of the best British literary magazines. He 
was under commission to write a long 
piece of prose, but could not manage it. 
However, he wrote, he would continue 
“to sing on”: 

to sing (while my dreams are being mur- 
dered by facts) 


praises of butterflies broken on racks. 
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intelligence, were led by authors with scien- 
tific expertise or by scientists who are fans. 


One panel debated the relative values of the — 


earlier and later series of "Star Trek”. 
Despite their range and number, the 


panels are the bare bones of the convention. - 


They allow fans to see authors, and au 


that way inclined get a chance to perform in — 


front of an audience. Good ideas are often 
aired; but panelists happily admit that their 


insights on cosmic catastrophe will be for- — 
gotten by all in a day or so. Science-fiction — 


conventions in general are like endless float- 
ing parties, frequently in fancy dress, hop- 
ping from town to town. For some, the party 
has gone on for decades. 


Many of these veterans are profes- 


sionals. Some have been plying their trade 
since before the first worldcon. For the writ- 
ers, editors and agents, the festivities have a 
serious end. Worldcons are trade fairs. Pub- 
lishers hold parties at which deals are struck 
and egos are stroked. There is also the 
chance for acclaim. The centrepiece of the 
convention is the award ceremony, at which 
Hugos, the Oscars of the genre, are given 
out. This year the best novel award went to 
"Cyteen" by C. J. Cherryh (Warner Books), 
an enjoyable work about cloning a dead sci- 
entist and attempting to induce in the copy 
the personality of the original genius. lt is 
unlikely to appeal to the unconverted. 
Proselytising is better done by short sto- 
ries, Science fiction, with three big monthly 
magazines and many smaller ones, provides 
a large and indulgent market. All three of 
this year's Hugo-winning shorter pieces can 
be found in "Best Science Fiction of the 


Year" edited by Gardner Dozois (St Mar- — 


tin's Press in America, Robinson in Britain). 
Of the three, "The Last of the Winne- 
bagoes” by Connie Willis, a moving but far 
from mawkish story about a world in which 
all the dogs have died, demonstrates a feel- 
ing for character and construction that 
would mark it out in any field. 

Some of the writers affect a dislike for 
the “fandom” of conventions, the silly cos- 
tumes and the boring earnestness; but this 
odd ghetto has produced weird flights of 
fancy that have become commonplaces, 
also a body of excellent work. Others worry, 
with reason, that the undiscriminating 
have allowed publishers to produce the me- 
diocre in bulk; that they concentrate on 


once first-rate and still famous writers who 


now produce second- or third-rate books, or 
put their names to work “set in the world 
of’ one of their earlier successes and written 
by some lowly drudge. Others, perhaps the 
wisest, accept that the magazines have al- 
lowed them to hone their skills in short fic- 
tion. They accept science fiction for what it 
is: a unique genre that allows imagination its 
fling, that produces dross and brilliance—in 
unfortunately unequal proportio 

that can throw a great party. 
ee o 
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THE UNIVERSITY OF WAIKATO 
Hamilton, New Zealand 


PROFESSOR OF ECONOMICS 


The University is seeking a scholar with proven ability to provide academic leadership in 

the teaching and research activities of the Department of Economics. This vacancy is 

due to the pending retirement of Professor J. T. Ward. 

The Department is administratively part of the School of Management Studies and also 
plays an important role within the School of Social Sciences. It has grown rapidly in 


















graduate programmes and provides: research supervision for masters and doctoral 
candidates. 





As the Department's most senior staff member, the appointee may be required to serve 
as Chairperson of the Department for a fixed term. 

The salary for professors is within the range NZ$76,000 to NZ$95,000 (approximate 
conversions: NZ$1=0.35 Sterling, 0.57US and 0.75Aus). The appointee would be 
expected to take up the position early in 1990 or as soon as possible thereafter. Informal 
enquiries can be made to the Dean of the School of Studies (telephone 
(064) 71 384 016. Fax (064) 71 384 063, or Electronic Mail: b.smith@waikato.ac.nz 
‘+ (Intemet)). 

) The method of application and conditions of appointment are available from Appoint- 





























» Hamilton, New Zealand (Fax 064 71 560 135), Electronic Mail: hilestie@waikato.a.c.nz 
(internet). The reference number is A89/47 and applications close on 31 October 1989. 
~The University welcomes applications from suitable people regardless of race, creed, 
"m Tue dap. 



















University 
BUSINESS SCHOOL 


Lectureship/ 
Senior Lectureship 
. in Accounting 


A Lecturer or Senior Lecturer is required by the City 
University Business School, to start as soon as possible. 
Participation across the range of accounting interests of 

:.the Business School will be encouraged — these include 
both MBA and undergraduate teaching, with a new 
undergraduate degree course in Management and 
Accountirig due to start in 1990. Particular emphasis is 
placed on the School's research activities in the area of 
accounting. 

Applicants should have a relevant first or higher 

degree and be able to demonstrate achievement in 

research. A professional qualification i in accountancy would 
be an advantage. The School is particularly interested in 
appointing a candidate with a.quantitative or computer 
orientation, though applications from those with alternative 
specialisms are equally welcome. 

* This is a continuing appointment, not fixed term. 
Salary will either be on the Lecturer B Scale £17,664 to 
-€22,119 or the Senior Lecturer Scale £23,139 to £25,935, 
beth including London Allowance. 


Further details and application forms are available 
from the Deputy Academic Registrar, City University, 



















Northampton Square, London EC1V OHB. Tel: (01) 253 
4399 ext. 3037. Closing date: 29th September, 1989. 








UNIVERSITY OF WARWICK 
Warwick Business School 


Lectureship in Accounting 4 
and Finance 


As part of the continuing expansion of Warwick Business School, a vacancy 
exists for a further post in the School's Accounting and Finance Group. ` 
Candidates should be able to demonstrate a strong academic background 
and a commitment to research. The post provides the opportunity to teach on 
a variety of programmes, including specialist undergraduate, MBA and post- 
experience. Applications are welcome from suitably qualified candidates 
from any part of the field. 


Salary will be either on the Lecturer Grade A scale: £9,816-£15,372 pa or 
the Lecturer Grade B scale: £16,014-£20,469 pa. The School has an 
expanding post-experience programme, and members of staff can generate 
substantial additional income from teaching on these programmes, and from 
consultancies, with the prior approval.of the Chairman of the School. 


Application forms and further details may be obtained from the Personnel Office, 
University of Warwick, Coventry CV4 7AL (0203 EI quoting ref 5/2A/B9/ 
43. Closing date for applications is 29 September 1989 


AN EQUAL OPPORTUNITIES EMPLOYER. 


ActionAid 
—a British Non-Governmental Organisation de- 
signs, funds and manages integrated rural devel- 
opment programmes in third world communities. 


Expansion of our overseas operations has led to 
a new senior management position 


DIRECTOR: 
Asia and Latin America 


This challenging new post, reporting to the Chief 
Executive, offers the chance to establish and 
manage sustainable long-term programmes in 
new countries and areas of acute need whilst. 
ensuring continued enhancement of existing 
programmes in india, Bangladesh, Nepal, Peru 
and Ecuador. 


You will already have demonstrated leadership, 
communication skills and extensive experience in 
management of rural development projects. You 
will be capable of motivating a team to manage 
programmes and to carry through significant 
monitoring and evaluation initiatives in all sectors 
including education, health, agriculture, savings 
and credit. The ability to communicate at the 
highest level with host governments and funding 
agencies is essential. The post involves 13 weeks 
overseas travel. 


Salary £25,000 to £27,000 plus benefits. Based 
in North London but please apply with full cv 
to Janet Phillips, Director of Personnel, 
ActionAid, Tapstone Road, Chard, Somerset 
TA20 2AB by 26 September 1989.. 















































APPOINTMENTS 


KADUNA STATE AGRICULTURAL 
. DEVELOPMENT PROJECT 


| The principal aim of the Kaduna State Agricultural Development Project (KADP) is to increase food - 
. production and farm incomes. ; 
| The Federal Government of Nigeria has received a US$122 million loan from the International Bank for . 
-. Reconstruction and Development (IBRD) in various currencies towards the Kaduna (KADP) and Katsina 
|. State Agricultural Development Projects. 2 
|. The following staff are required for key management positions. Preference will be given to candidates. 
_ having adequate experience in developing tropical countries similar to Nigeria. 
. Adviser Agricultural Extension: n 
The selected candidate will advise and assist the Chief Technical Officer to co-ordinate the extension. 
services for effective implementation and monitoring performance orientated unified extension 
services along the lines of the T&V system in the project including supervision and advisory services at 
various levels. VES 
— Qualifications and experience 
Graduate degree in Agriculture and Postgraduate degree in Agricultural Extension with at least 10 
years' field experience in agricultural extension and training preferably in the T&V system in Africa. 






| 2. Adviser in Agronomy cum Agroforestry: 
Selected candidate will study and plan in detail for adoption of agroforestry as a part of the farming. 
practices in Kaduna State and develop strategies for introduction of agroforestry practices as part of a 
integrated rural development programme with special emphasis on desert encroachment and animal 
husbandry. 
Qualifications and experience F | 
Postgraduate qualification (MSc or PhD) in Forestry and/or Agronomy, not less than 10 years' cognate 
research and field experience in community/social forestry, agroforestry, farm forestry or rural 
afforestation programme. Sufficient research and field experience in undertaking similar assignments 
or studies in rural agroforestry/afforestation programme in developing countries preferably in tropical 
savanna areas of West Africa or tropical semi-arid zone in Africa. 


The successful candidates will be initially offered a two year contract. Emoluments comprising a basic 
salary, overseas allowance and terminal gratuity will be within the range of US$20,000 to US$24,000 
` per annum. An additional cost of living allowance, equivalent to US$7,500 to US$9,000 is paid in 
naira, in Nigeria. All payments are free of Nigerian tax. Other benefits include allowances for 
~ dependants, education, installation and shipping of personal effects; free housing and utilities; paid 
«home leave of 30 working days. I. 
Please write within ten days quoting reference AGROMAN KADP and giving full details of 
qualifications, experience and accompanied by one passport size photograph to: ` 


S. P. NAIR 
Managing Director, 
AGROMAN LIMITED, 
34 New Cavendish Street, 
London WIM 7LH, 

ENGLAND 


| Terms and payment 









APPOINTMENTS — 





THE UNIVERSITY OF THE SOUTH PACIFIC 


Suva, Fiji 


(Post 89/44) 

Applications are invited for the above post, which is one of exceptional 
interest and complexity, since the University is funded by 11 separate 
Govemments and a large number of intemational aid agencies. The Bursar is 
the chief financial officer of the University and is answerable to the Vice- 
Chancellor, through the Registrar where appropriate, for all financial matters 
and for controlling recurrent and capital. budgets. The appointee must 

a recognised accountancy qu ion and have wide experience 











AUTOMOTIVE RESEARCHER 


Major New York brokerage firm seeks European-based individual with 
background in European automotive industry research and direct auto 
industry experience as member of global auto research team. Ability to 
deal directly with auto industry executives is. required; experience with 
same preferred. Work involves analysis of economic, vehicle market, 
manufacturing and financial trends. ^. 


initial salary dependent upon qualifications and experience. 
Interested candidates should write in confidence to: 


ni financial management, preferably in a University or other post-secondary 1285A of the Americas/9th FI 
|- Salary per annum will be in accordance with qualifications and experience New York, NY 10019 
. on the scale: F$34,743-F$37,092. In addition the British Government USA 


provide annual salary supplementation 
married or £16,272 for a single a | 
age allowances and children's ho! 





Please state current salary and enclose a curriculum vitae. 





e SEDGWICK FINANCIAL SERVICES 
$900 Talon FJ2276. Fax (679) 301 GROUP LTD- 
Candidates should send THREE COPIES of their curriculum vitae with require a 


full personal particulars, names and addresses of three referees and 


_ date of availability. In order to expedite the appointment procedure ° . : FC 
Eo ke Urin sewer eee mum. | | Direct Marketing Executive 
Fito roach hum o ler en dd erence E- y pahia adin The position is based in the UK and the successful 
so send a copy to intments (36693), Association of Common- applicant must have at least two years experience of 
soit Universities, 36 Gordon Square, London WCIH OPF. insurance direct marketing. Fluency in Spanish and 
French is essential as there will be extensive travel to 
these countries. 


; BEB 2 Of a i d Attractive salary and benefits package for the right 
Ee Hii eg sity” candidate. 
\ j of Read 1 ng Please apply in writing with cv to: The Director, 


Sedgwick Direct Marketing, 6th Floor, Sedgwick House, 
NEN SAWARD FOR The Sedgwick Centre, London E1 9BD. 


EXPORT ACHIEVEMENT 


Dalgety Professorship of Food 
_ Management and Marketing 


| Applications are invited for the newly 
- established Dalgety Professorship of Food 
. Management and Marketing, to be held jointly 
in the Departments of Food Science and 
Technology and of Agricultural Economics and 
Management. 




















THE AUSTRALIAN NATIONAL UNIVERSITY 
RESEARCH SCHOOL OF PACIFIC STUDIES 
DEPARTMENT OF ECONOMICS 
POSTDOCTORAL FELLOW/ 
RESEARCH FELLOW/SENIOR 
RESEARCH FELLOW 


Area: Theoretical and applied studies of economic development and trade, with 


i i ial reference to the countries of Asia Southeast Asia) and th 
The Professor will be expected to pla a leading cee eee to the co M Asia (especially Southeast Asia) and the 
role in developing research and teaching in working on applied economic of Asia and the Pacific. 


Qualifications: PhD or equivalent; evidence required of ability to conduct 
independent research: some publications in veel recognised journals essential for 
applicants at RF or SRF level. Applications must include a short statement of 
research plans. : 

Post: Full-time; primarily research, but with the expectation that the appointee 
will do some graduate teaching; available early 1990. Secondments from other 
Australian institutions considered. 

Details: Please obtain from School Secretary, RSPacS (062) 49 2678. Fax: (062) 57 
1893, before applying. 

Closing date: 30 October 1989. Ref: PA. 3.8.1. 
Salary: Postdoctoral Fellow Grade | (fixed point); A$27,139-A$30,882 pa; Research 
Fellow A$31,259-A$40,622 pa; Senior Research Fellow A543,104-A$51,141 pa. 
Appointment: Senior Research Fellow/Research Fellow up to three years, possibili- 
ty of extension to five years; Postdoctoral Fellow normally two years, possibility of 
extension to three years, Applications should be submitted in duplicate to the 
Registrar, the Australian National University, GPO Box 4, Canberra, ACT 2601, 
Australia, quoting reference number and including curriculum vitae, list of 
publications and names of at least three referees, The niversity reserves the right 
not to make an appointment or to appoint by invitation at any time. 


Further information is available from the Registrar, or from Appointments 
(6736) Association ot Commonwealth Unnentine 36 Gordon Square, Landon 


THE UNIVERSITY IS AN EQUAL OPPORTUNITY EMPLOYER. 


management and marketing as it affects firms in 

the “Food Chain”. Applicants should have a 

distinguished record of research and publication 

in management and marketing studies, and have 
` close links with industry. 


The appointment will be made from a date to 
be agreed with the successful candidate. 


Further information may be obtained from 
the Registrar, Room 212, Whiteknights House, 
PO Box 217, The University, Whiteknights, 
Reading RG6 2AH. Telephone: 0734 318045. 


n dosing date for applications is 9 October 













\PROINTMENTS _ 


international Fund for Agricultural Development, IFAD (United Nations) Rome (Italy) 
-. Seeks candidates for 


; Y Senior 
mm IFAD Economist 


position to: 


€— in rural and agricultural sector surveys and country studios in 
region in particular; 

inani country briefs; 

organise pap (country) programming missions; 

B ew process. of projects especially economic analysis of pro in 
fight ol ad s Lending Policies und erra pen ee eee 
~ prepare economic, agricultural and rüral sector-related text of Président's Reports to 

the Executive Board on proposed projects; 
v phases to: In-house discussions in areas of poverty analysis, rural/agricultural 
5; development strategies/project design/appraisal methods; 
“oan facilitate cooperation between (FAD and development institutions; 
som fepresent at meetings; 


idate noa have Graduate Degree in FEconomios/circa 15 years experience in 

i ely Senior, positions at international level in fields of planning, policy and 

onomi¢ analysis. Ability to use computers an advantage. English or French mother 
tongue desired. [era e Arabic or Spanish an asset. 


Depending on experience and qualifications, net base salary from US$36,000 to 
<: US$46,000. Cost of ber pe PNE Subject to change according to United Nations 
-" Common system circa U 


Initial contract two years. 
Send applications by 16 September 1989 in duplicate to: 
del Serio 107 
Va Cota P 


Only shortlisted candidates will receive an acknowledgement. 


PROGRAM MANAGER/ 
ADMINISTRATION, 
: PAKISTAN 


DEPARTMENT OF ECONOMICS. 
Temporary Lectureship 


Applications are sought for a two-year lectureship in 
Economics from 1 October 1989 (or as soon as possible 
thereafter). Applicants in any field are invited to apply, 
although preference may be given to those who have or 
intend to develop an interest in financial or industrial 
economics. The position may be offered on a visiting basis. 
Informal enquiries regarding the post may be directed to 
Professor Martin Cave—(0895) 56461, ext 279, or Dr Peter 
Swann, ext 250. 


The salary will be on the Lecturer A scale £10,458-£15,372, 
or the Lecturer B scale £16,014-£20,469, plus £1,650 per 
annum London Allowance. 

Further details of the post can be obtained from the 
Personnel Secretary, Brunel University, Uxbrid ' 
Middlesex UBS 3PH (tel: 0895 74000, ext 2195; x: 0895 
810476), to whom completed applications should. be 
returned by 29 September 1989. 


Brunel 23> 


THE UNIVERSITY OF WEST LONDON 


ECONOMIST 


ECONOMIC AND SALES FORCASTING 


à ement experience to work 
t Afghan Refuge Program. . 


Program. Manager, based in 
lamabad. Pakistan, will be 
: for administration, 
d control operations; 

id Office Director in 


Maidenhead, Berkshire 


Salary £15,000 - £19,000 per annum 


Southern Electric serves 2.4 million customers in an area of 6,500 square miles with an annual 
turnover of £1-33bn. It is one of the largest Electricity Boards and will be privatised under the 
legislation recently passed in Parliament. 


crafts program, and directing and 
training staff. 


Qualified candidates. will have 


demonstrated. experience in 
: | & in working with 
a developin 


Sai devel experience face sore 
as ies experience with management 
are. 


Send resume to: Ann Jassil, Sr, 
Human Resource Specialist, 
Save the Child d 4 Wilton 
; Wesport, C P ibeo E Equal 
opportunity me 


To help meet the opportunities and challenges this will bring, we require an Economist as part of 
our Economic and Sales Forecasting Team based at our Head Office near Maidenhead. 


Candidates should have a degree or equivalent in Economics and preferably experience in the field of 
general economic forecasting. 


Please apply-sending a current C.V. stating present salary to Toria Bennett, Littlewick Green, 
Maidenhead, Berkshire SL6 3QB by September 22nd 1989 quoting 48/89. 


As the local electricity business serving over 5.3 million people living in central southern England, all 
of us at Southern Electric have a tremendous responsibility to our customers. 


Could you play a vital role in our team? 























PPOINTMENTS — 





INTERNATIONAL LABOUR OFFICE 
This United Nations specialised agency, based in Geneva, is looking for - 
an 


ENGLISH-LANGUAGE -. 
TRANSLATOR 


for its Translation and Meetings Branch. 


The successful candidate, who will ideally be aged 27-37, will have a university degree or the 

equivalent in experience, a perfect command of English and a first-class knowledge of 
French and Spanish. Knowledge of other languages, in particular Russian, German, Arabic 
and/or Chinese will be an advantage. He/she must also possess several years’ experience 
as a translator; be able to produce rapid, accurate, stylistically appropriate and finished 
translations on a wide variety of subjects; and be interested in and familiar with subjects of 
special concern to the ILO. 
Conditions are attractive; excellent salary and allowances, 30 working days' annual leave, 
home leave, pension and health insurance. 
Ail other things being equal, preference will be given to applications from women candidates 
and to those from nationals of countries under-represented on the staff of the Office. 

Applications with full curriculum vitae, or requests for further details, should be sent 
. to: ILO Branch Office, Vincent House, Vincent Square, London SW1P 2NB, UK 
hone (01) 828 6401) or ILO Branch Office, 1750 New York Avenue NW, Suite 330, 
l n, 20006 (USA) (telephone (202) 376-2315), or International Labour 
Office, nel Department (Room 4-75), 4 route des Morillons, 1211 Geneva 22, 
Switzerland. Please quote reference V/TRADUC/23/89. Closing date 20 October 1989. 


Applicants will be contacted only if their candidature is under serious consideration. 








ABU DHABI INVESTMENT AUTHORITY 
18th Floor, 99 Bishopsgate 
London EC2M 3XD 


Economists — City 


The above organisation is a major London based 
financial institution, investing in fixed interest securi- 
ties and equities throughout Europe. 

-The Authority is now seeking to recruit a recently 
qualified economist to work closely with the Chief 
Investment Officer. He/she will be responsible for 
forecasting the outlook for the UK and other major 
world economies, and thereafter, for participating in 
the formulation of the strategy to be pursued by the 
Fund. In addition, as analyst for the fixed interest 
portfolio, the economist will play a major role in 
relation to the framing and implementation of tactical 
. decisions in the gilt-edged market. 


The Authority is also able to offer a number of 
positions as trainee investment analysts, working on 
the Fund's equity holdings. 

Applicants should have achieved a first or upper 
second class honours degree in economics or a 
related discipline. Preference will be given to appli- 
cants who have pursued their studies at postgraduate 
level. Academic qualifications will carry more weight 
than experience in filling these appointments. 

A highly competitive remuneration package will be 
negotiated. Any interested candidate should send his/ 
her curriculum vitae to The Manager, Finance and 
Administration, at the above address. 











Third World development strategies. 











University of Canterbury 
New Zealand 
LECTURER IN POLITICAL SCIENCE 


Applications are invited for the above 
position in the Department of Political 












The salary for Lecturers is on a scale 
from NZ$35,000 to NZ$42,500 (bar), 
and a range from NS$44,000 to 
NZ$46,000 per annum. 

Further particulars and conditions of 
appointment may be obtained from 
Appointments (36857), Association of 
Commonwealth — Uni 














Applications close with A. W. Hayward, 
Registrar, University: of rbi 







land, on 31 October 1989. 
r——— S1 
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UNIVERSITY OF CALIFORNIA AT BERKELEY 
TENURE TRACK: URBAN & REGIONAL PLANNING 
IN DEVELOPING COUNTRIES 
Practitioner-scholar at the Assistant, Associate or fall Professor level with commensurate 


experience as planner/policy-maker in developing countries, effective July 1990. Bo 
applied experience and published scholarly research in any specialisation dealing with 


iversities, 36: 
Gordon Square, London WC1H OPF, 


Private Bag, Christchurch, New Zea- - 


. University of London 


Wye College 

Environment Section 

RESEARCH ASSISTANT 

The Effect of Changes in Farming and 
Planning Policies on Urban Fringe 
Land Uses in England and Japan. 


Applications are invited for the post ol 
Research Assistant to work on a pro- 
ject investigating the effects of changes 
in land-use policies on the urban 


` fringes of expanding towns in England 


and Japan. This is a three year collabo- 
rative project with Kyoto University 
in early October 1989. 


rural policy, planning and agriculture. 


Salary on Research and Analo 
Staff Scale 1A, according to age .... 
experi . Further particulars are 


Closing date for applications: 18 Sep- 
tember, 1989. 


Wye College is an equal opportunities 
employer. 








Apply (with résumé and samples of work) to Search Committee Chair, 





INTERNATIONAL 
PROPERTY 


Canada, Quebec, City of Chicoutimi 
(900,000 s/m). Large wooded land, 
next to golf course, and close to the 


ort. Buy from the owner. at 
US$1.00 s/m, will finance 50% at 9%. 


Tel: 418-628-6285 
Fax: 418-624-0565 
A Chalifour 










VIRGINIA INLAND 
PORT USERS 


The international Port Center provides a 
prime location for warehouse and flex i 
space with direct access to the new Virgin- 

ja Inland Port in Front Royal, VA, The 135- 
acre business park offers price and build- 
losdit options tailored to importers, 
exporters, light manufacturers, truckers 
























APPOINTMENTS __ 


TONBRIDGE SCHOOL 
The Governors of Tonbridge School will be appointing a 


HEAD 


tof the vacancy caused by the resignation of Mr C. H, D. Everett, CBE, P, consequent 
upon his intment with effect from 1 January 1990 to be initial Director-General of the 
Daiwa Anglo-Japanese Foundation, 


|. By a Scheme.of 11 December 1946, the Head must be a graduate of a university in the 
iD British fles. 
Applications from those of appropriate distinction are invited, not only from the school 
«world, but also from the university world, and the world of indusy, business, the 
“professions, and the public service. The Governors do not expect to appoint a candidate 


] over32. 
: should be made in writ 29 September to the Clerk to the 
all V Dewees Hil, Londen ECAR ZAP and the evelope marked 
The vin will take effect in September, 1990, or earlier, 
bilit succ bes 


AGRICULTURAL 


| _ Immediate opening in Dar es Salaam, Tanzania 


| Experience in tea, cotton, coffee, and sisal produc- 

|' tion and processing. One-year position to provide 

|. technical assistance to project appraisal unit of ag 
development bank. 


Fax curriculum vitae to USA (202) 331-8202, Attn: J. 
Burland, or mail curriculum vitae to J. Burland, 2000 
M.St, NW, Suite 200, Washington, DC 20036. Please 
respond by 14 September 1989. 


BUSINESS & PERSONAL 


ANTED. Fine wine and port syndi- 
cate members. Tax free (UK). Huge 
, profit po . Call 0747 54315 (UK) 
: or Fax 0747 53810 (UK) and ask for Mr 
Russell. 


^ WILLETT HOTEL 


| Smalt: character town house off Sloane 

|. Square. All modern facilities. Full English 

“> breakfast inclusive of very modest rates. 
ALINBAR EXCLUSIVE HOTEL 


| EXECUTIVE HOTEL 
57 PONT STREET 
bee 


Tel: 01-581 2424 
< Fax: 01-589 9456 
: Telex: 941 3498 EXECUT G 


Single bedroom £49.95 + VAT 
Double or Twin £74.95 + VAT 


EUROPE 1992 — Market and Compet- 
itor intelligence, Operational Trouble- 
shooting, Subsidiary/Distribution set- 
up. Multi-lingual, - professional and 
discreet. Fax London (UK) 318 1439 
Attn: Richard Vargas. 


CUT THE COST OF 
YOUR STAY IN LONDON 
Take à pr tmn Nord 
Fup ice an tum 
gee persons. Brochure by airmail, — 
d Ealismore Gardens, CORDON SW? 
Tel: 01-584 4123. Telex 295441 (Ref KSF) 
LONDON, EEC, USA 
& HONG KONG 
REPRESENTATION 
UK & OFFSHORE COMPANIES 
FORMATION & 
ADMINISTRATION 
Contact: McHattons 
(Chartered Secretaries), 
48 Grafton Way, 
London W1P 5LB. 
Telephone: M 387 2838. 


ax: ) 8 4932. 
Telex: 297320 EBS MSP. 


Business 
International | 
GLOBAL BUSINESS INFORMATION AND ADVICE 


The Economist Intelligence Unit, Britain's leading publisher 
of business information, needs two Assistant Editors for 
Industry Group. 


Assistant Editor (European Market Studies) c£18,000 


This is a key role working on our regular publication 
Marketing in Europe and associated European Spec 
Reports. 
There will be considerable scope for developing new titles. 
and services. 


Assistant Editor (Textiles) c£16,000 
This position is to work on Textile Outlook International às. 
well as producing a wide range of special reports on the 
international textile industry. E 


For both posts, excellent writing, editing and research skills 
are essential. Previous experience in an appropriate busi- 
ness environment, a degree in economics and a good. 
command of German would be an advantage. 


inae is an excellent benefits package, including profi 
share. ; 


Please write enclosing full career and salary details to: Ann 
Dean, Group Personnel Director, 40 Duke Street, London 


WIA 1DW. ] 
The Economist 
Intelligence Unit 


THE DARTFORD CITY TECHNOLOGY COLLEGE. 


to be based at The Downs School Site 
Green Street, Green Road 
Dartford, Kent DA1 1QE 


DEPUTY PRINCIPAL 
(ADMINISTRATION) 


Applications are invited for this senior management position at the new 
Dartford City Technology College. The Secretary of State has given permis- 
sion for this to be opened on September 1, 1990. The first Principal, Mrs 
Virginia Waterhouse BA, has now been appointed by the Dartford City 
Technology Trust. : 
Duties will include budgeting and monitoring expenditure in all its aspects, 
preparing tender documents and seeking the necessary tenders. 28 
The post will carry with it responsibility for checking the performance of 
contractors, arranging the payment of bills and the. compilation of time 
sheets, placing advertisements for staff and the general promotion of the 
College, together: with responsibility for all technical: and clerical. staff, 
maintenance of College grounds and premises and organisation of school 
meais. 

Candidates should be computer literate and possessed of vision, energy and 
strong commitment to the aims of the City Technology College. 

There are no forms for this post. Please apply in writing, with cv and names of 
two referees, to: 


The Dartford City Technology College 
c/o Civic Centre 


Kent DA1 1DR 
Tel: 0322 343247 


Applications to be received by Monday September 18, 1989. 





CURSES 


























Finance at Oxford 
Corporate Finance and 
Strategy Programme 22-26 october 1989 


Course Director: Patrick Hodgson 
Associate Fellow 







P FRENCH 66 IN PROVENCE S 


and FRENCH, DUTCH or SPANISH 66 

in the ARDENNES 

The advantages of the "CERAN 66" concept, i 
with residential courses : 

1. Intensive study (Minimum 38 lessons per week) 

2. Plus the coristant practice of what you have learnt, every day 

"from 8 a.m. to 10 p.m., with teachers constantly present at meal- a 
times, breaks and in the evenings. 

'8. A total of 66 hours per week of full immersion in the language. 

. Ceranisa top class school for leaders in business management 

“and government. Our clients since 1975 include Alcatel, AT & T, 

: “Canon, Deutsche Bank, Dow Corning, European Parliament, Ger- | 
man Foreign Office, Honeywell, Lufthansa, McKinsey, Mercedes- 

Benz, NATO, Philips, SHAPE, Siemens, Toyota, Winterthur, etc. | 


We also run holiday courses in French for young people (13-17) 















This four-day programme is designed to provide senior 
executives with greater insights into the financial 
dimensions of strategy and the factors that lead to 
strategic success. An intensive and highly interactive 
programme which provides an opportunity for a limited 
number of senior executives to share experience 
concerning the essential elements in the process of 
successful strategy formation. 



















The programme highlights the place of corporate finance 
in the strategic decision process and defines the role of 
financial measurement in strategic investment decisions. 
























CERAN 66 Ptice: £1600 « VAT - Residential 
Language courses for motivated people. E For further details apply to Kay Schippers 
EMIL POI g CORAN ADIOS Telex. 83147 atin TEMCOL 
BP.27 / 280 Sra | 200, Avenue du Chateau, B-4880 SPA, ii 
F-dor90 PONT SANT ESPR | ig RT (92) 87/8771 64 Fax: (0865) 736374 














^ FRANCE- Tel. (+39) 66 39 38 38 FAX (#32) 87/77 36 29 
FAX (433) 662937 20 NCE RAN” Tolox 49650 ceran b 
in USA: Languagency - Tel: (203) 287-1899- FAX (205) 284-1827 


» Templeton College 
WAP Oxtd OX! SNY 












UNIVERSITY OF LONDON EXTERNAL PROGRAMME 


POSTGRADUATE DIPLOMA 

AND MSc IN 

AGRICULTURAL DEVELOPMENT 
FOR EXTERNAL STUDENTS 


BSc (ECON) DEGREE FOR 
EXTERNAL STUDENTS IN 


ANY ONE OFTHE FOLLOWING 
SPECIALISATIONS 

*k Management Studies 
*k Economics 
*k Economics & Management Studies 
Æ Accounting 

* Banking, Trade & Industry 

Æ Government & Politics 

*k Economic History 

Æ Geography 

*k Sociology 


This wide range of options is open to suitably qualified 
candidates who wish to prepare for examinations 
independently at their own pace. Some subject guides 
and tuition are provided. A separate programme in 
Law leading to the LLB degree is also available. 


Registration and. examination for these degrees are 
available in most countries round the world. 


























An initiative in overseas development from Wye College, 
University of London. 


This programme offers - through the 
methods of distance edücation - a unique 
opportunity for advanced study of the 
economics, planning and management of 
agricultural development in Third World 
Countries. 


Registration and. examination for the 
Diploma or Degree are available to 
suitably qualified candidates anywhere 
in the world. 


For further information. write. t: 






Forfurtherinformation write to: Secretary for External 
Studies, Room 201, University of London, Senate 
House, Malet St., London WCIE THU, England, UK. 
(Please quote ref: ECON) SR 





Director of the External Programme, 
Wye College, University of London, 
Ashford, Kent TN25 SAH, 

England, UK. (Please quote ref: ECON) 








COURSES 


HOME STUDY COURSE in economics. 
A 10-4esson study that will throw light 
^on today's baffling problems. Tuition 
-Tree--small charge for materials. Write 
Henry George Institute, 121 E 30th 
Street, New York, NY 10016, USA. 


BACHELOR, MASTER, DOCTORATE 
EARN A DEGREE. yur dog, Ro atten Sot 
bees nl ‘ 





GERMAN FOR = 
BUSINESS EXECUTIVES 


In view of EEC opening in 1992. 
The intensive way to (ei German 
' in beautiful Devon: Manor. House, 
full board. Courses . 
German teacher and 
Small classes. 
{ Translation service available. 


LEARN TO SPEAK FRENCH BY 
TOTAL NATURAL IMMERSION 


aril 10 a Brannocks Road, nehie with French participants for 7 
intensive days in the DORDOGNE 
Cháteau LA VALOUZE 
J. L. Lefevre CIEL.BP.180 
Kais ORNA 24490 LA ROCHE CHALAIS, France 
TEACH er eic E Tel: 5391 44 28 


Arabic 
Bulgarian Polish 
Chinese — Portuguese 
Cambodian Russian 


Persian 


| YOURSELF 
ONE OF 
; 40 ) 
] LANGUAGES $ 
a 
60-80 d 


Urdu 


IMPOSSIBLE TO SPEAK 
YOUR OWN LANGUAGE 


Calling company. executives short of 
time! (We know you need to learn 
language (rani .) Live in your teacher's 
home in UK, USA, France, Germany, 
Spain, italy, Taiwan. Up to 25 hours 
private lessons, full board and constant 
social contact with your teacher, his 
family and friends. Fluency is often 
achieved in only one or two weeks 
thanks to complete isolation from your 
mother tongue. 
Established in 1979. Now with 3,000 
esit world-wide at your service. 
Ofte, 12 T8 Roy Lessons, Reservations 
8 —— Crescent, Ramsgate, 
Kent. Ul 0843 589853; Telex: 
94016388; teiar, 0843 590300. 


Hungarian Vietnamese 

indonesian Yiddish 

Italian Yoruba 
MilJapanese Zulu 


CATALOGUE 
E 01-937 1647 








Taking the GMAT or GRE exams? 
We CAN help 
For course details, contact: 
GTAC Associates, FREE POST, London W5 4BR. 
Tel: 01-993 3983/5380. 
For GMAT texts, contact: 
| PasTest Service, FREEPOST, Knutsford, Cheshire WA16 7BR. 
Tel: 0565 55226. 
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UNIVERSITY DEGREE 


For Life, Academic & Work 

for people who want to be more effective and 
secure in their Jobs or Professions. 
Eam à pigro ghi MASTER'S or DOCTORATE ion by 
utlizing your and work experience. College equiv: credis are 
seminars business experiences. We 





your. degree 
classes or seminars at your own pace and time. 
Sena catered rarah on «ces Me and aceitomic esperience Kor nb 
cost evaluation. 


| PACIFIC WESTERN UNIVERSITY 


N Sepulveda Bivd, Los MEET 137—USA 
alex: 182315 Fax: 213/471-6456 


E a 219/671-0306 
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STUDY FOR AN 
AMERICAN DEGREE 
IN EUROPE 


Associate, Bachelor Master degrees 
(ABA, BBA, MBA, BA, MA, MIM, LLB, BPA) 


Business Administration; Hotel Management — 
Computer Systems Management S 
international Relations & Diplomacy 
Law/Public Administration 
Visual Art, Languages, 
Pre-Medicine, Pre-Engineering, 
UNIVERSITY PREPARATORY COURSES 


* Centres in London, Paris, Strasbourg, Madrid, 
Heidelberg & Engelberg (Switzerland) 

* inter-campus and USA transfer 

* Language of instruction ~ English 

* English for non-English speakers 

* Accredited member AICS, Washington DC, USA 
* Entry September and January 
* Summer Courses 


SCHILLER INTERNATIONAL UNIVERSITY | 
(Dept E1G), 51 Waterloo Road, London SE1 8TX E 
Tel: (01) 928 8484 Telex: 8812438 SCOL Fax: (01) 620 1226 


























































CONFERENCE 








EUROPEAN CONFERENCE 
ON DEBT AND CONSERVATION 


ZURICH, 2./3. NOVEMBER 1989 


Third World Debt involves both financial and ecological risks on a. 
global scale. There is a need for a careful assessment of interactia 
between these risks and of ways to cope with them. This confer 
offers a unique opportunity for information on these issues and for - 
dialogue between members of financial institutions and of institutions. 
concerned with international environmental affairs. 


Speakers and conveners include: 
Y.J.Ahmad, UNEP, Nairobi; 

K.S.Fuller, WWE, USA; 

F.Leutwiler, ABB, Switzerland; 
W.K.Reilly, EPA, USA; 

R.Sevilla, Fundacion Natura, Ecuador; 
G.Tammes, NMB Bank, The Netherlands. 





The conference is organized by: 

WWfFAnternational; Environmental Studies Programme, Dartmouth College, USA; 
Human Ecology Group, Swiss Federal Institute of Technology, Zurich. 

The organizers gratefully acknowledge the support of the German Marshall Fund of the United: 
States. 


For further information please contact: Conference Secretariat, Satellite Office Somvix, 
7175 Somvix, Switzerland; Fax 0041 1 362 5197 
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BUSINESS VENTURES 


EASTERN BLOCK MM 
COUNTRIES 


|. MINETEC FINANCIAL 
SERVICE: CORPORATION 


Tei: (203)228-1223. Fax: (203)454-7890 
‘Vanconver, NC, Casada VIC 2X3. i 
Tok: 604 605 4395 Far E 686 3353 


Tale SASA WER Cte: HF Ca FLORIDA 
— l REAL ESTATE 


| le CANADA We specialise in foreign invest- 
IMMIGRATION 


ments, immigration. SWISS 

f : CONSULTANT GROUP (USA) 

inert sa oh ao teh l INC. Fax +813 254 0013. 
in 


| em Busraneed Investments & scum AUTHORS WANTED 
|| ari contem by tener imp BY NY PUBLISHER 


handled in confidentiality by licensed immigration 
Leading subsidy book publisher seeks 


& investment consultants. 
Qualified local agents required for various 

manuscripts of all types, fiction, non- 
fiction, poetry, juvenile, scholarly and 
S, 


countries around. the world. 
" at, Vee iari ine. religious wo etc. New authors wel- 
: comed. Send for free booklet. 


PO Box 494 Westmount, Montreal, Quebec 
$92, Van Press, 516 W, 34th 


Street, New York NY 10001 USA 


LONDON 
South Kensington 


Luxury fully furnished one and two bed 
flats in quiet cul-de-sac off Queens Gate. 
Resident manager, direct dial telephones, 
video security and colour TV. Weekly 
rates from £266 to £560 plus VAT. 


FULL DETAILS: TEL 01-225 0184. FAX 
01-225 0280. TELEX 893095. 


LUXURY SERVICE APARTMENTS 
CENTRAL LONDON 

Well sited for theatres, business and late night 

shopping. Individually, furnished studio and 

one bedroom apartments for rental from £220 

10 £550 per week. Minimum: stay one month. 


| US IMMIGRATION 
Licensed attorney. 


Practice limited to US immigration law. 


Judith B. Sporn, Attorney at Law 
125 Main St, Westport, CT 
























































Behind high tariffs, India's tyre 
industry has developed rapidly. 
The potential for continued growth 
| is high. Our specially 

| commissioned article presents a 
detailed survey of the industry, its 
«domestic market and its prospects. 
| The same issue of Rubber Trends 
examines the development of 

| natural rubber and the prospects 
for achieving self-sufficiency ir 

| spite of rapidly growing demand. 

; ae issue price: UK £70; Europe £80; 
US$145; Rest of World £85. 

eee bay (EDXL) 


l London WIA 1DW, UK 
Tek-01493 6211 
















































218 Park Avenue South 
New York, NY 10003 


COMPANIES 





“visiTiING 
LONDON? 


Forget hotels 

| Self catering apartments, fully | 
| serviced, T.V., telephone, telex, | 
fax, short or long rental 










tel: 01-835 1144 
fax: 01-373 9693 


SERVICED 


APARTMENTS LTD 
| 26/21, Collingham Gardens 
"NE London SWS OHN 













AND 
SERVICES AVAILABLE 
FOR AN EXPLANATORY 
COLIN FOSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. 
COMPANIES HOUSE 
TOWER STREET 
RAMSEY 
ISLE OF MAN 
TEL: 1800 2834444 FREE IF 
PHONING FROM USA) 









1515 ARAPAHOE 


TEL: 6800 269900 (TOLL FREE) 
4 81554. | 
m a 





US ENVIRONMENTAL LAWS 


iF YOUR BUSINESS, PRODUCT OR MARKETING EFFORT WOULD BENEFIT 
FROM A THOROUGH UNDERSTANDING US ENVIRONMENTAL LAWS AND 
PRACTICES, | CAN HELP. 


LICENSED ATTORNEY EMPHASIS ON ENVIRONMENTAL LAW 
TIMOTHY R. GABLEHOUS| 
STREET, 


ER, CO 80202. TEL: (303) 820-4359. FAX: (303) 820-4459 — 






val Hedoz. 
Sarah Hodge Recruitment Consultants 


Need a Top Secretary? 


Call (01)434-0030 
215-217 Oxford St London WIR 1AH, 











SELLING SKILLS 


For high value, complex services: 
consultancy, technology, research 
etc. Individual and group coaching. 
Intensive, professional, ethical and 
powerful. 


Kendall-Sleath 


Tel 0742 581571. 
Fax 0742 751071. 











CONSULT 
PROJECT 


Learn how paq H lato become a Certified 
Professional tant (CPC) in your 
own field. Write for free catalogue. 

The Consultants Institute 


Dept ED, 640 South Washington 
Boulevard, Sarasota, FL 34236 USA 





IMMIGRATION TO BRITAIN 


Do you need sound advice on UK Immigration 
matters? If so, come to the Professionals. 

Former senior officials of the UK immigration 
Service will assist with aspect, including 
business investor cases, worl its, overseas 
company representatives and all individual re- 
quirements. Ask for our free information pack. 
Advice also given on migration to Australia via our 
accredited agent. 

Cooper Harrison & Co 
Suite 316, Premier House 
10 Greycoat Place. London SW1P 

Tel: 01-222 8866. Fax: 01-222 5358 
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EX Debrett 


May we trace your ancestors? 
Debrett have traced the ancestry of thou- 
sands of families from commoners to 
kings, worldwide. Send known details for | 
free feasibility advice and leaflet to: 
Debrett Ancestry Research Ltd, Dept EN, 
PO Box 7, , : 
Hampshire $024 9EN, Engla 
Tel: (0962) 732676 
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E, P.C. 
TOWER fll, SUITE 1100 















































PAN-EUROPEAN. World Federation ci 
Europeans (birth or descent) Boj 
14262, N. Palm Beach, FL.-33408 USA, 








EXPERIENCED ACCOUNTANT 
London based, provides UK represen: 
tation and business services. For fur 
ther details please fax/telephone Mi 
David Powellon 01-363 0808. 















START an Import/Export Agency. Ne 
capital or risk. Immediate access t 
world trade profits, Free booklet: West: 
link (C6), 55 Constitution Street, Edin: 
burgh EH6 7AY, Scotland. 





APPEAR ON RADIO-TV TALH 
SHOWS, for your business, service. 
book. Also in magazines, ne 

US, Europe. Contact: Frank Promo 

60 E 42nd Street, NY, NY 10017. 
212-687 3383. 





‘OVERSEAS POSITIONS. Hundreds o! 
top-paying positions.: All occupations. 
Free details. Overseas Employmen: 
Services, Dept EC, PO Box 460, Towr' 
of Mt Royal, Quebec, Canada H3P 
3C7. 





"HENLEY'S FORMULAS". 10,000 
ideas. Research, workshop, chem, sci 
entific methods. 800 page book A to Z.. 
10% disc libraries. Burke Assoc, 
Books, Box 248, Manchester, MA, USA 
01944. ; 





TRADE US STOCKS, bonds and com- 
modities under JRC 871(h) with no 
income or capital gains tax. Learn how, 
send: $9.98 for informative booklet. 
Financial Estate" Planning, 7603 Hili- 
croft, Houston, TX, USA, 713-981 
8559. Fax 713-981 9492. 





PANAMANIAN CORPORATIONS pro 
vide complete confidentiality and zero 
tax liability. We offer company formation 
Services on a fast, reliable and competi- 
tive basis. H. I. Darlington, POB 1 327, 
Panama 9a, Panama. Tel: 23-0834 or 
23-4819 (evenings 23-6779) Fax: 
234936. 





POTENTIAL DEVELOPMENT LAND. 
A rare opportunity is available to ac- 
quire an interest in land in the prosper- 
ous south east of England with medium 
term development potential, Minimum 
requirement £5,000. Box Nó 3669, The 
Economist .Newspaper -Ltd; 25 St 
James's Street, London SW1 1HG. 








NAURU BANK FOR SALE 
Central Pacific. No. experience re- 
fewer USL eS AO tnus. Fil 
XR A: 
i L Sie 3 M S, 

85268 USA. Fax: 937-2543. Tel: 
(902) 057-8. 7208 












































































ECONOMIC AND FINANCIAL INDICATORS 


————  — — — ———— — — —————————————————————————— 
OUTPUT, DEMAND AND JOBS West Germany is booming. The 12-month growth in its GNP rose to he 
4.9% in the second quarter; its industrial production grew by 8.4% in the year to July; and its World sugar stocks look set 
jobless rate fell to 7.8% in August. Australia and Canada are both slowing: Australia's industrial =" to fall for the fifth consecu 
“production grew by a mere 0.3% in the year to June; Canada’s was only slightly bouncier, up 0.7% | tive year in 1990. Such a decline would pus! 
in the same period. America's jobless rate in August was unchanged from July's level of 5.2%; | stocks (relative to consumption) below the 





COMMODITY PRICE. INDEX: 






























































: Belgium's.rose to 10.6% (up from 10.2% in July.) levels last seen in 1980-81, whe 
% change at annual rate prices boomed. Sugar traders at C. 
industrial production GNP/GDP retail sales [volume] unemployment*erate | kow expect world output to rise by 
colo o Smet dye — ms yer dmg] — dne "tes year ago tonnes to 107m tonnes in the 
Aula 342 +03 w +28 139€ -02 +35 @ 6i u 68 season, which has just begun. Co 
Belgium 155  * 51 w ma fa 337 +08 wi 106 w 14 is forecast to climb next year 
Canada +24 +07 m +06 +250 +21 + 1.6 m 75a 78 tonnes, to 110.3m tonnes. India is li 
France —— 4 82 +45 wm +48 +320  ~44 — * 4.1 Oe 86 4 104 | continue importing sugar, while Chin 
W. Germany — 20 +64 m +20 +49 -— 44  - 03 Ww 78 ay 88 need some 2m tonnes from the world marke 
Holland — + 63 4 19 m t78 $29 m X 4B ~ 02 reg — 63 a't — 67 in addition to supplies from Cuba. Brazil's | 
bu - S i 7 ur t a LA LL PEE m. TA owt 165 w" — 164 — | exports of sugar are being hit by strong : 
apan P E ee RE E MALE ERU ed COE WAS] domestic demand for fuel alcohol. Its strate- 
Spain +55 41 wy na na - 92 + 9.7 Mayt 17.4 a 19.6 ic reserve of ethanol is emi 
Sweden — — 90 +15 m +70 +290 4102 + 25 ww 123 O T 9 i s empty. 

tzerland —217 +18 o +22 429m -951  — 04 wt 05 wt — 07 — 

a 0-19 w  — 4 16m t1]  *02m Ra 79. | Wi MH ed. ce M 
USA *147 +27 w +27 *31m +35 +38 wt 52 m 56 month — year 
Value index deflated by CPI.” * New series Dollar index 
NEM". ———ÓÁ € Ó———À | MNOS RS MEL Oe 
PRICES AND WAGES In the year to July Dutch wages rose by 1.4%—a rise of 0.3% after allowing | food 992 990 à— 23 -—168 





- for consumer-price inflation. Australian wages rose by 7.6% in the year to May, so were unchanged | 'ndustrals Su. dei ond 04 
in real terms. American pay rises moderated, to 3.596 in the year to August. Italy's 12-month rate of Por ENS UE uec 








n E RER ) j OM 13728 — 1957  — 14 — 53. 
_ consumer-price inflation slipped to 6.7% in August. In July the 12-month rate of wholesale-price Mei Hee E 
inflation slowed to 1.9% in Canada and 8.4% in Sweden. Sterling index ^ 
S change at annual rate All items 110.3 110.2 +59 ~ 16 
: ` consumer prices* wholesale prices* wages/earningst Food 80.2 825 +31 — 78 










































































3 mthst 1 year 3 mthst 1 year 3 mthst 1 year industrials 
- z All 1402 1377 € 78 425 | 
+109 78 wy 4100 —— + 71 ww xg. Pau. [tenue e E 
“+37 +30 M 3103 +80 Mw nil tfi 0| LINER 115 — 1231 TAZ +49 
X81 +54 m Fos 4-10 $29 + 47 wm ee 160.67 1551 T85. TAIS 
4. +3. + 8. i 9 ae? NN 
PAS oot aS Ae LN E AR LM All items 1106 — 1088 +35 — 66 
X 17 — +29 Amy 314 — +29 w X108 + 37 jw res har mare HE 
* 21 ROLE X48 +42 » +13 FIA w ana : 5 t08 12 
F47 87 As * 60 + 68 wn +82 * 59 ww ar MAREC. ege ILE LA 
* 74 + 30 ss + 98 +31 au + 54 + 3.0 de ; TIN GEO : 
= - | Mat 1118 — 116 +17 — 04 
+ 58 + 7.4 w + 29 + A2 sis + 82 + 70 dec 
#58 + 6.1 m 44 + BÀ n * 82 70 mw Metas 1609 1991. 1.70 — 38 
X24 +30 0 432 +42 +167 + 36 or Spores. se 358.25 — 20 —163 
3 “+92 +82 u X4] — +48 ms +73 +90 w crude a or ben Brus 
+59 + 50 w +44 + 50 w +30 +35 A Sperbarel — 1713 — 1750 + 25 +904 











Hourly: wage rates in manufacturing excep! Australia, weekly earnings: Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly + Provisional $4 Non-food agriculturals 
earnings; UK, monthly earnings for all employees. 
ARERR — —— — ——  — ———— TM 


W BELGIUM The recovery of the Belgian 
~ economy is a success story of the 1980s. In 
1984 Belgium's cop.grew by 2.2% (com- 
pared with the oECD's 4.8% average), its 
t. inflation rate was 6.3% (compared with 
;, 5,296) and it was running current-account 
-and trade deficits. Contrast that with 1988, 
. when Belgium's cop soared by 4.2% and its 
inflation rate stood at 1.2% (both better- 
; than-average performances), while its cur- 
rent account and visible trade were healthily 
<in surplus. This year OECD economists expect 
c-Belgium's cpp growth to slow to 3.396, 
inflation to rise to 3.0%, and its current- 
< account surplus to shrink to $2.7 billion. 
Belgium does have one persistent prob- 
. lem—its unemployment rate remains high. 
The forecast average for this year of 9.4% 
‘compares with an oecD average of 7.0%. 


otnotes applicable to all tables. Ali figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate, na not 
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ECONOMIC AND FINANCIAL INDICATORS 2 





@ EUROPE'S MONEY One European curren- 
cy unit (ecu) equals a pocketful of Eec 
currencies. Its value is determined by taking 





WORLD BOURSES Fear of higher interest rates and a bout of arbitrage selling pushed Wall Street 
down from September 1st's all-time high, but the market still rose 0.7% on the week. Profit-taking 
left Tokyo little changed, while London almost exceeded its pre-crash high before it lost its nerve. 





























a weighted average of the currencies in the | Stock price indices % Change on 

European Monetary System (ems). This Sep 5 MEE 10 one one record 31/12/88 
weighting is based on each country's share high low week year high AN i" 
of Community trade and Ge, and is usually Australia 17780 17818 14129 — — 02 +4195 -29 4195 4 62 
reviewed every five years. The last review Belgium 85770 65770 85183 Cr 10 4 340 ni 3182 + &8f 
was carried out in June, when Spain became | Canada qd — 497 — 3805 — 102 7 313-— —32&— tas 
a full member of the Ems. From September | France 534.8 534.8 4179 — 427 34535 nil 3287 +161 
21st the peseta will account for 5.3% of the | wGermany 20369 20369 159057 +33 +375  -108 4233 +99 
ecu. Room for it has been made by reducing | Holland 206.0 207.0 166.7 *15 +321  — 05 +242 4109 
the D-mark's weighting from 34.796 to | Hongkong 25724 3309.6 2093.6 +34 + 28  -—349 —43 —43 
XM MD rt ap ume mec me me T OR E 
‘since the inception of the ems in 1979: at : ; : ES ea 5 
imes į! has been ALACRES ar ane 
weights of the French franc and Italian lira Spain 305.4 3254 2088 — 1 09 3 157 "i 3186 — 3 83 
have been increased to compensate for both | Sweden TOE E  —13 754 —13 T Hs 
Currencies’ depreciation. Combined with the | Switzerand 8256 825.8 6151 4305 4 509 ni 4987 196 
peseta, that means the weighting of curren- | OK 2426.0 2426.0 1782.8 419 4372 -—07 4353 4150 
cies with higher inflation rates has in- | USA 27447 27521 21446 +07 +329  — 03 4286 4266 





creased—which means ecu interest rates 
will rise. 


—— EE $$$ Aa i Converted at financial rate. 
MONEY AND INTEREST RATES Japan's narrow money supply contracted by 0.8% in the year to 
July; growth in its broad money slowed to 9.096. During the same period Spain’s narrow money 
soared by 15.3%, while the rate of increase of its broad money slowed to 14.3%. 





























Money supplyt Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow Broad Overnight 3months Prime Deposits Gov't Corporate Deposits Bonds 
[M1] lending 3months long-term 3 months 
Australia + 7.8 +29.8 w 17.30 17.89 20.25 17.70 12.91 13.91 17.47 13.76 
Belgium +17 + 3.9 o 8.00 8.55 10.75 8.30 8.50 8.48 8.56 8.55 
Canada * 32 +10.2 sa 12.38 12.23 13.50 12.20 9.46 10.26 12.00 9.97 
France + 55 + 77 jn 9,00 9.19 10.00 9.06 8.61 8.66 9.25 8.98 
W. Germany + 4.5 + 51 sn 6.90 7.15 8.50 6.51 7.05 7.05 7.25 6.86 
Holland +39  -133 sn 7.35 7.48 9.75 7.48 7.18 7.37 7.19 7.09 
Italy - +166 +104 »4 1263 1288 14.00 na 11.67 11.64 1225 11.14 
Japan — 0.8 + 90 » 5.19 4.83 4.88 2.04 5.19 5.29 5.50 5.33 
Spain +15.3 +1439 m 1514 1520 16.25 7.75 1292 1411 14.37 na 


Sweden na + 62 wo 1170 1175 1250 11.59 11.20 11.83 11.44 1121 
Switzerland — 8.3 + 60 my 7.63 7.63 8.50 6.50 5.30 5.80 7.56 5,74 
UK + 52H +16.7t+w 13.50 14.00 15.00 14.03 9.66 11.13 14.03 10.80 
USA -07 +42 w 8.94 8.74 10.50 8.78 8.19 9.11 8.94 9.C 


Other key rates in London 3-mth Treasury Bills 13.4%, 7-day Interbank 13.9%, clearing banks’ 7-day notice 4.0%. Eurock 
rales (een 3 mths 9.0%, 6 mths 9.0%. - "€ 


1 UK MO; M3 Holland, italy and Sweden M2, M2 UK M4. Definitions of interest rates available 
Gee te te gh Oona a Cows Sea E ERAT LEA 


Chase Manhattan, de Commerce (Belgium), Lyonnais Bank Nederland, Svenska Handelsbanken, 
ANZ Bank, CSFB, The WEF; p bue theses inn be becca mae as offers by these banks. ffNew series. 





TRADE, EXCHANGE RATES AND RESERVES Japan's surplus on visible trade shrank to $4.05 billion in July, reducing its 12-month surplus to $90.6 
billion—its lowest level since late 1986. Japan's 12-month current-account surplus also fell, to $71.1 billion in July, down from $72.3 billion the 
previous month. Spain's 12-month current-account deficit rose to $8.1 billion in July; Canada's increased to $13.1 billion in the second quarter. In 
trade-weighted terms the dollar rose 2.1% on the week; the yen fell 1.0%; the D-mark hardly budged. 








106.6 110.6 1.72 1.55 2.66 2.11 179 21.1 244 
— 317 w 90.7 95.2 0.65 0.59 — 175 1.48 372 40.4 


USA — B.17 Jon —1126 —1252 q 72.7 68.9 — = 1.54 1.23 1.04 49.2 30.0 
Australia, France, Canada, Japan, UK and USA imports fob, exports fob. A others cit/fob. $$ Bank of England index 1985 = 100 New series 1T Excluding god. "May. 
Registered as a Newspaper. Produced by The Economist Newspaper Lid., London, England, and printed in Singapore by Times Printers Pis Lid 
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INTEREST. INSTANT ACCESS. SO WHAT'S THE CATCH? 


u can have UK standing orders and direct debits. 
ihly interest can be paid into UK bank accounts. 

ing the Halifax you can obviously expect highly 
ompetitive interest rates, And being offshore you can get 
interest with no UK tax deducted. 
Your sterling investment can start with a minimum 
of £1,000 at the substantial rate of 11.00%. 
From there the interest rate automatically rises on 
the whole investment as your balance steps up as follows. 


AMOUNT €1,000+ | £10,000+ 
com = 
| CAR 11.30% | 12.36% 13.26% 


— [nterestrates may vary so you can call our Halifax Jersey 


o line on (0) 554 59840 for up to the minute information. 
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ose not ordinarily resident in the UK. 

Aft iis includes yóu and you would like to open an 
account, simply send us the completed coupon below. 
Once you've got your hooks into this investment 
| the money in. 


«1 





I/We enclose a cheque/money draft No. 


for (minimum deposit £1,000). 
VWe are not ordinarily resident in the UK. Please send the declaration 
form for the payment of gross interest. I/We would like the interest to be: 
Added to balance [.], Paidhalf-yearly C] Paidmonthly [] 
..f-. Or'please send me full details of HALIFAX DEPOSIT INTERNATIONAL. o 
To Full Name (Title) Tel No 
Address |— n P 











| 

| 

| 

| | 
| 
Nationality a Date | 
Se eee | 
| 

| 
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= THE WORLD'S NO 1 ‘nl 
Halifax Building Society, International Investment Unit, 

:fügouville House, Ingouville Lane, St. Helier, Jersey, Channel islands. 

vs Fax No: 0534 59280 Telex No: 4192584 

: Interest is paid twice yearly, giving a higher compounded annual rate (C.A.R*) if left intact for 

whole year. Copies of the last audited accounts are available on request. Halifax Building 

Society's registered office is in Halifax, UK. Rates are correct at time of going to press. 
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Street kids or streetwise business professionals? 

You already know what the statistics say. It’s going to tak 
some pretty fancy footwork to turn it around. 

N'YNEX Foundation is doing more than just talking abou 
it. We’ve joined with business, education and community leaders ts 
support educational programs at all levels. 

Now the ball’s in your court. 

Your first question is, naturally, does it work? So just look 
at the results we’ve seen so far. 

For example, consider the MITES Program (Minority 
Introduction to Engineering and Science) for gifted disadvantaged 
high school students at M.I.T., which we support. A recent study 
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Thanks to BP solar 


lighting, Colin’ future 


looks considerably 


brighter. 































Colin can read 


by sunlight even 


after the sun 
has gone down. 


Colin lives in a remote African village. 

He has no light to study by at home, so after 
a full day of classes he remains at school to finish 
his homework. 

You may wonder where he gets the energy. 

Actually it comes in the form of electricity 
generated by solar modules. 

BP began distributing solar technology in 
Africa in 1981. Since then we've supplied solar- 
powered vaccine refrigerators and water pumps to 
clinics, and lighting systems to schools throughout 
the continent. 

Solar technology may never eclipse conven- 
tional power sources. But it already promises the 
children of Africa a brighter future. 

Supplying solar power to remote parts of the 
world is one of the things BP is doing today, for 


all our tomorrows. 


For all our tomorrows. 
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Creationism 


Sir—Few would disagree with 
the proposition (August 19th) 
that some of the "creation sci- 
nce" research is at best dubi- 
us, or that some of their tactics 
re disagreeable. However, you 
are determined to ignore the 
ain thrust of the textbook 
mpaign, which is that the ulti- 
ate question of whether life 
riginated spontaneously or by 
e act of a Creator God is one 
ich scientists by them- 
e not competent to de- 
final word, since the is- 
e is metaphysical or religious 
n character. That being so, de- 
bate is not closed, and children 
€ being robbed when that im- 
pression is left in their minds. 

Moreover, it is an issue which 
major implications for how 
he human family views its ori- 
ins, its destiny, and its mutual 
esponsibilities. It may be ex- 
eme. to suggest evolutionary 
eaching can lead to adultery, as 
you report a Georgia judge as 
having stated. But it is not ex- 





a iaa UP AH ERED ED ATER S ELARELE EGRESS SR RORL TO CLE ESESREER CH RO00aA42999609 


- SUBSCRIPTION COUPON 
The Economist Newspaper Limited 
2 Jurong Port Road, Singapore 2261, Republic of Singapore 
Registered in London 236383. Registered Office 25 St James's Street SWIA IHG 


Ha 
$ For other local rates please see subscription insert card 


Mm 


treme to suggest that profound 
policy differences will low from 
whether a society views each hu- 
man being as a divinely created 
being, or as another member of a 
species which emerged without 
plan, and whose goal is either 
evolutionary refinement, or sur- 
vival as a species, or perhaps 
maximum pleasure on the path 
to inevitable extinction. 

Nairobi STEVEN Dyck 





Si&— The Economist has finally 
gone Marxist in at least three re- 
spects. Pity. The first way shows 
up in your attitude to schools. 
The traditional American ap- 
proach is to let parents, directly 
or indirectly, both finance and 
regulate the content of schools. 

The second is that of backing 
evolution itself. With evolution, 
all is process, with no fixed views 
of right and wrong. Marx him- 
self wrote to Engels, "Darwin's 
book is very important, and 
serves as the basis for the class 
struggle in history...” 

Last, you ignore facts for the 
sake of ideology. Evolution is 
not scientific. It is neither ob- 
servable nor repeatable, and so 
falls outside the bounds of in- 
quiry within the scientific 
method. Evolutionists fre- 
quently ignore evidence for a 
young earth, such as may be 
shown from delta sediments, 
canyon erosion and the earth's 
magnetic field. The shambles 
that is evolutionary theory is 
ripe for a Kuhnian paradigm 
shift, similar to that when Ein- 
stein's theories replaced those of 
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Newton. € 
all its faults, is the theory that 
will succeed evolution. 

Davis, 
California 


DaviD MERKEL 


Sirn—The Paluxy River argu- 
ment—that dinosaur tracks and 
human tracks criss-cross each 
other—is based upon falsified 
data. Over a year ago, a PBS pro- 
gramme, "Nova", showed be- 
fore and after pictures of the 
tracks. Obviously, some nut had 
modified the so-called human 
tracks to try and make them look 
more human-like. The original 
set of two tracks were clearly 
those of two dinosaurs. 





Palo Alto, 

California THOMAS CLARKE 
i 

Boat people 


SiR— You describe the screening 
of Vietnamese boat people as “a 
euphemism for fairly hee 
handed interrogation” (Septem- 
ber 2nd) This is incorrect. lt 
also misses the point. 

The screening is conducted 
according to United Nations 
procedures. These are infinitely 
more thorough than, for exam- 
ple, the treatment afforded Hai- 
tians turned round at sea by the 
American coast guard, or indeed 
any foreign traveller arriving 
visa-less at Kennedy airport. 

More to the point, no one 
would be happier than Hong- 
kong if America and others were 
to change their immigration 
rules and accept Vietnamese 
boat people, whether screened 
in as “refugee” or out as "eco- 
nomic migrant". After all, this is 
where they want to go. 

What Hongkong finds hard to 
accept is the odium of having to 
enforce other countries' immi- 
gration rules for them. 





J.A. MLLER 
Government 
Hongkong Secretariat 
— 
Titanium dioxide . 


Sir-—Concerning your article on 
the powers of the European 
Commission (July 22nd), tita- 
nium dioxide is emphatically not 
a “noxious” chemical lt is 
chemically inert, harmless to life 
and, in fact, approved under Ec 


rules as a food additive. 

Leverkusen, F. WAGENER 

West Germany Kronos Titan 
= 3 





eation science, for 


A necessary end? 








Sir—While all the points in you 
leader, “A time to die” (Augus 
5th), are well taken, the sume 
mary statement, that immortal 
ity is necessarily a bad thing, is 
not supported by them. It isi 
agreed that simply extending life: 
in a low-quality manner with the: 
current expensive medical tech- 
nologies has gone too far in; 
many cases, However, there are: 
new techniques on the distant 
medical horizon that will place 
today's crude capabilities in the. 
same light as we now view bleed- 


_ ing by leeches and surgery with- 


out anaesthesia or antisepsis. 

The capability to take advan- 
tage of such technologies exists 
for those living (and dying) to- 
day through cryonic suspension. 
This offers the potential for full 
restoration to health for ^" 
many cases, a small fractio: 
the cost of current heroic medi- 
cal techniques which provide at. 
best a few additional weeks or 
months of misery-filled life. 

The power of such medical 
techniques will cause us to fully 
confront the question of how 
long a life is long enough. The 
answer will almost certainly de- 
pend on the desires of the indi- 
vidual, as well it should. For 
someone whose existence con- 
sists of going to a dull job every 
day and sitting in front of the 
tube with a beer at night, three 
score and ten will probably seem 
overgenerous. To a Leonardo or 
Leanarda da Vinci, several cen- 
turies would be all too brief. 

El Segundo, 


California RAND SIMBERG 





Sirn—I was distressed to disc 
your attitude towards elderly pa- 
tients. It seems to me that quality. | 
of life is something which is not 
only to be enjoyed by the young, 
healthy members of our society, 
but should be shared by all. 

To suggest death should be re- 
served only for the elderly while 
doing all that is humanly possi- 
ble to preserve the lives of young 
people threatened by premature 
death serves as a reminder that 
besides such isms as racism and 
sexism another exists—that of 
oldism or even agism. 

A.C. RED 


font, 
Middlesex (Aged 25) 


Si— Your beautiful leader stops 


short. of the logical. conclusion. 
We must have a decent, legal 
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DIRECTORATE OF PLANNING 
EXCITING OPPORTUNITIES IN ECONOMIC DEVELOPMENT 


The Council has two posts available in its small but energe Economic Development Unit and is looking for innovative and committed 
professionals to help develop and implement new projects. The posts arise at a particularly interesting time for Milton Keynes, one of the fastest 
growing Districts in the Country and one where the Development Corporation is due to wind-up in two and a hall years’ time. 


ECONOMIC DEVELOPMENT 
OFFICER 


(REF: P405) 

SALARY LOCAL GRADE 6 (£18, 186-£28,974 PA) 
INCLUDING PERFORMANCE RELATED PAY 
STARTING SALARY WILL NOT NORMALLY EXCEED 
£20,046 PA 


This post reports to the Assistant Director, Economic Development and carries responsibility for the development and implementation of projects in 
the areas of business development, training and employment initiatives. The postholder is responsible for an economic researcher, three Jobsearch 


Advisers and two economic development trainees. 
You will be able to demonstrate sound communication skills and partnership working is an important aspect of the job. A proven record of 


achievement in Economic Development or an allied field is essential. 
itation of funding sources will be a key part of your role in establishing the Council in the forefront of the local economy, but this position offers 


the right candidate an opportunity to carve out a career in all aspects of Economic Development, providing a real channel for creative thinking. 


ECONOMIC DEVELOPMENT 
ASSISTANT 


(REF: P415) 

SALARY LOCAL GRADE 4 (£11,169-£17,868 PA) 
INCLUDING PERFORMANCE RELATED PAY 
STARTING SALARY WILL NOT NORMALLY EXCEED 
£12,324 PA 


; This isa career grade post reflecting the Council's commitment to a growing economic development role in the Borough and the need to train 
Specialist support staff for the Economic Development officer, in the areas of training for the business community and initiatives for the unemployed. A 

major part of your role will include liaison with external bodies, identifying their needs and helping to develop the responses to meet them. 

|The following fringe benefits apply to both posts, with the exception of the cor leasing arrangements which are applicable to Post P405 only. 
Generous Leased Car Scheme, or Casual Car User Allowance, Mortgage Subsidy in Approved Cases, Relocation and Disturbance Allowance up to 

£4,100 in Approved Casés, 36.25 hours per week, Flexible Working Hours, Subsidised taff Cafeteria, Free Group Life Assurance. 
«x Closing date: 29th September 1989. 
: Foran informal discussion ring Vanessa Gwynn, Assistant Director, Economic Development, Milton Keynes (0908) 682490. 
Application forms are obtainable by telephoning Milton Keynes 682605 (answerphone available 24 hours a day) or by writing fo: Assistant 

Director Personnel & Information], Borough of Milton Keynes, Civic Offices, | Saxon Gate East, Central Milton Keynes MK? 3HG. 
i: The Council is an equal opportunities employer. Applications are invited from those with the necessary attributes, regardless of race, creed, 
“nationality, disability or sex. 
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ethod of ending one's own life. 
This option should be available 
to everyone after, say, 70 years of 
age. Birth control is a human de- 
on, who not death control? 
As the western countries are de- 
mographically aging it is impera- 
tive to have such an option 
open. This must be a universal 
human right. 


Bombay Laxman GODBOLE 


R—You refer to the 


only a few months away, I would 
like to point out that it was he 
who created them in his play 
‘The Makropoulos Secret”, on 
which Janacek based his opera. 
Unlike the immortal daughter 
_Janacek’s opera, Capek's 
Elina Makropoulos does not 
stop taking the elixir of life; her 
decision is made for her by a 
ng opera singer, who acts on 
motions as varied as nobility, 
vy and hatred. No matter how 
i she suffered, Capek’s 
a could not pull the plug. 
This modern myth was in- 
ited by the work of Ilya 
echnikov, a Russian biologist 
vho won the Nobel prize in 
908 for his theory on aging as 
"poisoning, which, of course, 
mplies that a toxin—or elixir— 


‘Highland Park, l 
ew Jersey — RoBERT WECHSLER 
MS = 





wR—Like the British govern- 
ient, you prefer a militarised co- 
ial-style administration in 
orthern Ireland for the foresee- 
able future, to an acceptance of 
the consequences of the experi- 
ence there (August 12th). If the 
conflict is sectarian, it is because 
the territory was originally con- 
structed, and has been main- 
tained, as a reservation for the 
range tradition in Ireland. 
Enough time has passed to estab- 
lish that this is a failed experi- 
ment. It is not that other ap- 
proaches are impossible, but 
that for Britain a dissolution of 
_the Union involves a change of 
national identity which remains 
psychologically ^ unacceptable. 
The state would no longer be 
“The United Kingdom of Great 
Britain and Northern Ireland”, 
„for one thing. 

A different constitutional op- 

8 








tion which could guarantee the 
welfare of the inhabitants is on 
the Swiss model, with maximum 
local autonomy associated with 


"maximum local responsibility. 


This has secured peace, prosper- 
ity and good government here 
for the 140 years since the Swiss 
secretarian civil war, and is a 
much more attractive prospect 
than the counsel of despair ema- 
nating from British sources. 


Lausanne AJ. McEvoy 


—- 





Facts about Stalin 


Si&—As an elderly professional 
historian, I am increasingly de- 
pressed not by the divergence of 
views about the past—judg- 
ments may always diverge—but 
because what historians have es- 
tablished about the facts of par- 
ticular questions are ignored by 
those who profess views about 
them. I do not mind whether or 
not Stalin is posthumously pur- 
sued for his crimes, whether by 
the Russians or in the West. But 
any controversy must take into 
account what historical scholar- 
ship has established. 

Romanov Russia was not an 
"ungovernable chaos" as Mr 
John Fawcett of Virginia asserts 
in his letter (August 12th). Al- 
though the regime in 1914 was 
by no means a pattern of liberal 
rectitude, it had made some ad- 
vances since the basic reforms of 
the 1860s. Slavery in Virginia, 
Mr Fawcett should remember, 
lasted as long as Russian serf- 
dom. All the indices established 
by economic historians show 
very strong economic growth in 
pre-1914 Russia with its social 
concomitants in the spread of lit- 
eracy and so forth. What the Bol- 
shevik revolution did was to re- 
verse that process of growth, so 
that getting back to 1914 was a 
major task. In agriculture 
Stalin's compulsory collectivisa- 
tion made this target unreach- 
able so that Russia, a former ex- 
porter of grain, now relies on 
what it can import from the 
West. The man-made famines 
that accompanied collectivisa- 
tion and the purges that fol- 
lowed them are not something 
we have had to await Messrs Sol- 
zhenitsyn and Medvedev to tell 
us about; they were known of at 
the time and have been fully 
documented since. 

"Russia's war effort was indeed 
remarkable, the more so because 


“of the losses sustained after Hit- 


ler's attack as a result of Stalin's 





naive diplomacy and s in- 
eptitude. But Mr Fawcett is over- 


stating the case when he suggests 
that Russian resistance was 
needed to enable "a bickering 
and  pusillanimous West to 
gather itself to join in the strug- 
gle”. Perhaps Mr Fawcett means 
by the West only the United 
States. Britain and France went 
to war in 1939 when Stalin and 
Hitler were hand in glove; Brit- 
ish servicemen had been fighting 
and dying for a very long time by 
June 1941. Many more were to 
die in the convoys bringing arms 
for the Russians to make up for 
those Stalin had lost. 

This is not a question of 
"Right" and "Left", as Mr 
Fawcett appears to believe, but 
of recorded facts. It is with their 
legacy, not Mr Fawcett's imagi- 
nary one, that Mr Gorbachev 
now has to cope. It has been said 
that Americans learn little his- 
tory. In Arlington, Virginia, 
seemingly, none at all. 


London 


BrLorr 
House of Lords 





Sr—lt is heartening to read 
(July 29th) that glasnost in the So- 
viet Union has reached another 
milestone in the official admis- 
sion of the existence of the secret 
protocol to the Hitler-Stalin 
pact. However, you get entan- 
gled in trying to set straight the 
Stalinist version of history when 
you write that the pact gave “the 
Soviet dictator Latvia, Lithuania 
and Estonia... while the Ger- 
man dictator was free to grab 
most of Poland." 

The pact allotted Finland, Es- 
tonia and Latvia to the Soviet 
sphere of influence, while Lith- 
uania was given to the German 
sphere. In the end, of course, all 
three Baltic republics as well as 
the northern half of the German 
province of East Prussia were in- 
corporated into the Soviet 
Union. 

You obviously compared the 
post-second-world-war. . eastern 
border of Poland, rather than 
her 1939 eastern border, with 
the pact’s demarcation line to ar- 
tive at the erroneous conclusion 
that Hitler grabbed most of Po- 
land. The fact is that the secret 
protocol signed on August 23 
1939 gave 62% of eastern. Po- 
land in its borders of 1939 to the 
Soviet Union and 38% of Po- 
land’s western territories to Ger- 
many. An adjustment.was made 
in the subsequent Border ‘and 


Friendship treaty signed on Sep- 


tember 231939 giving the Sovie 
Union 52% and Germany 489 
of Poland in her borders of 193¢ 

The Soviet Union lost no tim 
in incorporating the eastern Po 
ish lands into the Bielorussia: 
and Ukrainian republics, where 
with the exception of the city c 
Bialystok and its surroundin: 
territory, they have remained t 
this day. These annexed land 
are roughly equivalent in siz 
to the combined territories o 
Ireland, Holland, Belgium an 
Switzerland. 

The ultimate loser, however 
was Germany. Stalin, in concer 
with the western allies, ampu 
tated a quarter of pre-1939 Ger. 
many to compensate Poland ter. 
ritorially and thus shift Polanc 
by several degrees longitude 
westward, But who in the Eng. 
lish-speaking world ever heai 
the apocalypse visited upon 
10m Germans east of the Oder- 
Neisse line who were pushed out 
of their ancestral lands between 
1945 and 1947, with a loss of life 
of some 2m? 

Toronto F.E. KRUEGER 


MM M MM À—ÀM— —Ó—— MÀ Ni 
No joke 


Si&—As an “upwardly mobile 
person" (UMP) striving to be a 
"high net worth individual’ 
(HN1), I was amused to read (Au- 
gust 12th) that I am about to be 
reclassified again. Progressively, 
I have been a SKIPPY, HIPPY, YUPPY 
and pink. As the full impact of 
free enterprise is incorporated 
into my lifestyle, I should be clas- 
sified as a strcoM—that is, “sine 
gle income, two children, outra- 
geous mortgage", i 

Windsor, 
Berkshire WiLLIAM EHMCKE 
, 













Latest Special Report No. 1158 


SADCC in the 1990s 
DEVELOPMENT ON THE FRONT LINE 


Has foreign business been slow to 
Spot the changing investment climate | 
in the nine states of the Southern 
African Development Coordination 
Conference? Is SADCC, in reducing 
its economic dependence on South 
Africa, becoming more dependent on 
the West? This Report forecasts 
policies and priorities that SADCC is 
] likely to adopt through the 1990s and 
- analyses their implications for the 
group's overseas ‘cooperating 
partners’. 

Price including postage: UK & Europe £125; 
North America US$260; Rest of World £128. 
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EXECUTIVE | 


CHIEF EXECUTIVE 
NEW ZEALAND 


SERIOUS FRAUD OFFICE 


* Auckland Based 
* Foundation Role 
* Prominent Position 


The New Zealand Government has approved the immedi- 

ate establishment of the Serious Fraud Office. This Gov- 
|: ernment Department will be responsible for the effective 
|. and. timely investigation and prosecution of substantial 
|. fraudulent offending, particularly that involving corporate 
|, entities. We are seeking a Chief Executive to establish and 
| subsequently manage the office's activities towards the 
achievement of its objectives. 


For this important post a unique blend of qualifications, 
¿< experience and achievement are sought. The appointee is 
* likely to have: 

— A tertiary qualification in either Accounting, Law 
or Commerce. 

— A proven record of achievement demonstrating 
the knowledge and skills relevant to the investiga- 
tion and prosecution of complex fraud particular- 
ly involving the corporate sector. 

— Proven skills in leadership, motivation and 
negotiation. 

— Strong intellectual, strategic and tactical planning 
abilities. : 

— Good experience in the area of general and 
Government administration, resource manage- 
ment and policy implementation. 

— The. ability to analyse objectively and appraise 
complex issues. 

— Relocation costs will be met. 

— Excellent communication and representation 
skills. 

— Ability to manage change. 

— "The ability to work effectively with senior manag- 
ers in the government and private sectors. 

— Ability to lead a team of multi-disciplinary, highly 
skilled professionals. __ 

~~ Ability to manage the office from Auckland while 
maintaining an effective relationship with the 

Attorney-General. 

| The successful candidate will be rewarded by: 
- — An attractive compensation package. 

- + A chance to establish an effective team. 

E — A challenging role. 

|. The appointment will be made under the terms of Section 
*35 of the State Sector Act 1988. The Office will be 

|- committed to equal opportunity in the workplace. 

-: Applications close 30 September 1989. 

|^ For further information in strict confidence, please tele- 
-phone Trevor Dunn at Morgan & Banks Ltd Wellington 
-New Zealand on (04) 734 073 (days) or (04) 339 759 

. s) or fax a brief résumé on (04) 721 171. 


GOVERNMENT OF FiJi 


THE GOVERNMENT OF FiJi needs select Australian citizens fo help its program - 
of economic development. Over the past two years in particular the Government 
has mode significant progress in developing foreign investment, increasing foi 
eign reserves, increasing exports, decreasing inflation and supporting economi 
growth across a broad spectrum of activities. 

The Posts advertised below call for people with initiative and leadership qua 
ties. They offer a challenge to those who have achieved career goals and 
look for additional incentives. The persons chosen will be expected fo have acom- 
mitment fo the economic Cerone of Fiji. They will be joining about 40 Au 
tralian families already recruited under this program. 

The conditions applicable to these appointments are those generally applying 
to the Fiji Public Service, The appointments will aiso attract extra benefits providi 
under the Australian Staffing Assistance Scheme (ASAS) which is an aid initiative 
of the Australian Government through the Australian international Developmen 
Assistance Bureau (AIDAB) to the Government of Fiji. The combination of conditions 
and allowances is summarised below: Further details can be obtained by con 
facting the Fiji Government's Managing Agent — APTA — as indicated below. Thos 
wishing to apply should: ; 

T isfy themselves the conditions being offered are appropriate for them ont 
their families; : 

be self motivated people with initiative in their professional or technical fields; 

respect colleagues from different social and cultural backgrounds; 

assess their own and their families ability to live in Fiji for the period to 

Ne (usually two years with the possibility of an extension for up to two 

years). f 


CENTRAL PLANNING OFFICE 


PRINCIPAL ECONOMIC PLANNING OFFICER 
(MACRO PLANNING UNIT) 


RESPONSIBILITIES: Responsible to the Chief Planning Officer (Macro Pla 
ning) for the preparation of economy wide models for short, medium and 
long-term planning; preparation and development of macro 
economic/econometric models and use of other methodologies for as 
sessing past trends and making projections for various economic ag- 
gregates; develop alternative future scenarios through applying simulation 
models; review current economic policies and issues; suggest sultaible 
macro-economic policy measures-and relevant targets to be achieved 
in light of overall resource constraints and national development objec 
tives; liaise with other relevant bodies especially about economic 
modelling: staff supervision and development. $ : 


ESSENTIAL QUALITIES: Masters ree in relevant field; experience v 

y making process at pat ability fo liaise at senior level demon- 
strated quantitative skills especially applied to modelling; ability to. 
manage staff; demonstrated initiative. ? 


DESIRABLE QUALITIES: Experience in government; experience in a de 
veloping economy; specialisation in national accounts. 


AUSTRALIAN EQUIVALENT SALARY: Negotiable. 


CONDITIONS 
In summary, the conditions of each appointment are: 


The ASAS appointee will be responsible to the Government of Fiji. 

. The ASAS appointee will be an Australian citizen. " 

. Contracts will be of two years initial duration with an extension possible, sul 
ject to mutual agreement, for up fo an additional two years. i 

. Employment conditions wili be basically those of the Fiji Public Service. 

. The Australian Equivalent d CED will be paid in two parts compti 
the Fiji local salary (taxable in Fiji) and a supplement to make the salary 


to the level of the indicated AES (taxable in Australia). P 

6. Various allowances for cost of living differences, removal expenses, educati 
expenses, etc. ^ 

7. A gratuity moy be payable on termination. 

8. Special housing conditions. : 

9. Under speciai circumstances the indicated solary range could be subject 
negotiation. ; 


Applications, together with full resume should be lodged with the Managing Ag é 
at the address below by Friday,.13th October, 1989. For further information, contac! 
Jim Johnstone or ivor Lloyd. 


Australian Level 3, 


A i Currency House, 
Planning & , 23 Hunter Street 


Training Sydney 2000, Austral 
Associates Tel: (02) 223 3966 
.. Pty Ltd Į Fax: (02) 232 8820 
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i Morgan Stanley 
. Trust Company 


as 
Global Custodian 


REN Morgan Stanley Global Securities Services 

— 4251 Avenue of the Americas, New York, New York 10020 
7 (212) 703-4432 ` 

or 


Me ryan Stanley Trust Company _ 
_ 1 Bvertrust Plaza, Jersey City, New Jersey 07302 
(201) 915-3901 — 07 











Henderson 
Administration Group ple 
has appointed Morgan Stanley Trust 
Company as the sole Global Custodian 
for its overseas equities and debt 
securities for its pension fund, 
investment trust and private client 
business. The account represents. __ 
over $2.5 billion of funds under man- 
agement. The appointment follows 
nearly one year’s work of research 
and reflects Henderson’s need for a 
highly efficient global custodian to 
service its clients’ growing demand 
for international equities. Henderson 
believes its clients will benefit from 
Morgan Stanley’s advanced use of 
technology. Client costs will be 
reduced by pooling accounts and 
through greater efficiencies in settle- 
ments and prompt and accurate 
reporting of transactions. Morgan’ 
Stanley’s facility to allow the direct 
transmission of information from 
Henderson to the local sub-custodian 
via a global clearing center elimi- 
nates the risk inherent in the usual 
three step process of transmitting 
transactions. 





Morgan Stanley Global 
Securities Services - 
(MSGS) offers fully-integrated ser- 
vices, including global custody in 
support of the institutional investor. 
MSGS, through its international 
expertise and advanced proprietary 
technology, has the capability to 
provide these services in fixed 
income and equity securities in 23 - 
countries including those followed by 
Morgan Stanley Capital Interna- 






























tional Perspective,- . 









T INTIL las weekend it seemed that 
AL Mikhail Gorbachev had not yet grasped 
how close Russia's economy is to catastrophe. 
Then he went on television and showed that 
he knows he must act fast. He has a chance, if 
only he is daring enough, to ride the roller 
rather than go under. 
^ Shortages are now so bad that Russians 
--+ remembering the Brezhnev 1970s as a 
Ye of relative plenty. Soap, razor blades and 
"underwear are among the latest scarcities, 
and—to the irritation of a nation of puffers— 
even cigarettes are getting harder to find. The state's finances 
are a fiasco increasingly reflected in inflation, which is defying 
price controls. Roubles are becoming less and less like real 
money and more and more like lottery tickets: you never: 
know what you'll be able to buy with them. 

Economic sickness brings other ills. It breeds crime, the 
visible rise of which is giving an excuse for law-and-order con- 
_servatives to speak up. It intensifies the nationalism that will 
-be exercising the Central Committee next week, and encour- 
ages nationalist nastiness (unemployment is said to affect 
50% of young Uzbeks, who could think of nothing better to 

do this summer than attack local Turks). And falling living 
standards are a cause of strikes, which in the first half of this 
- year—that is, even before the miners went out—involved on 

average 15,000 Soviet workers each day. Reformers fear an 

autumn of industrial discontent. They dread a sweeping ex- 
-*ension of rationing which would put the bureaucrats back in 
. arge and so kill perestroika. The gloomy guess in Moscow is 
that Mr Gorbachev has at most six months to restore some 
financial credibility and consumer confidence. 


On the crest of a Wirtschaftswunder 

How should he do it? First, by learning from his mistakes, for 
. much of the misery is of his own making. He made two disas- 

trous decisions when he took charge. He halved the state out- 
‘put of vodka, leaving a hole in his budget revenues which he 
filled by just printing roubles. And he slashed hard-currency 
imports of consumer goods—excluding food imports, these 

fell by a third in real terms between 1985 and 1987—leaving 
almost nothing in the shops for Russians to buy with their 
spare booze money. On top of this he accepted a blueprint for 
a reformed economic system which will not work but has 
landed the country in a confused limbo between plan and 
- market. Perestroika’s only real progress so far has been the 













rest", says Mr Vladimir Tikhonov, a respected academic who 
| now a member of parliament and head of the co-ops’ new 
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_ promotion of co-operatives, in effect private businesses. “The | 

































































national lobby, “is slogans.” 
Mr Gorbachev should lend an ear to M 
cow's economists-turned-politicians. - 
talk is increasingly uncluttered by ideok 
They speak of the need for a "normal, ci 
lised market” (the word “socialist” see: 
relevant), of shares and denationalisation 
other heresies that are commonplace in Hi 
gary and Poland but are only just being hear 
in Russia. They know that perestroika's onl 
chance of working is to replace Marx with th. 
market. : 
If he listened to the radicals, Mr Gorbachev might opt. 
recovery-and-reform in three stages. The urgent aim of stai 
one is to drain liquidity out of what is probably the worl 
most liquid economy. That means cutting the budget defi 
which this year is likely to be 120 billion roubles (about 13 
of GNP). And it means absorbing the 200 billion or so roul 
Russians have saved involuntarily: they would like to spen 
the money, but there is nothing to buy. 
So far the government has made some half-hearted eff 
to contain the budget deficit by chopping spending: on d 
fence, on investments in dubious mega-projects, on loss-ma! 
ing factories. Mr Gorbachev needs to be far harsher wit 
axe. He should also stop his finance minister punishing 
cessful factories by grabbing almost all their profits; far bett: 
to have a fiscal policy which rewards profit and will thus brin 
the budget bigger revenues in future. 
As for all those roubles sloshing around the econom 
Russia cannot increase its own output of consumer goods ar 
services by nearly enough to soak up many of them fast. 
Soviet politicians have been arguing over whether 
should sharply increase consumer imports from the 
They should—and it need not mean as steep a rise in deb 
opponents of the idea fear. Jg 
Part of the necessary hard currency (perhaps $3 bill 
can be found by cutting other, less pressing imports. A 
of it should be used more efficiently. At present each dollar 
worth of imported consumer goods sells on average fo 
most five roubles in Soviet shops. Yet each dollar's worth 
imported computer or video-recorder sells for 20-40 roubl 
on the black market. Select high-mark-up goods; aim for, sa 
15 roubles in sales for each dollar spent; and imports of $7 
billion would wipe out half the stash of surplus cash. The r 
could be absorbed largely by putting back on the ma 
goods—especially land, houses, shares and bonds— hi 
have been removed from it for ideological reasons. 
Marxist scruples about such ideas are weakening, w 
why there is hope for stage two of a sensible reform: cl 




















t last break the burea 
and set markets free. Reform from above has not 
hieved this. It is time to unlock reform from below. 

-. Mr Gorbachev has recognised that the key is ownership. 
The state has to get out of most of the economy. He cannot 
quite bring himself to support “private” enterprise (Esto- 
nians are less shy), preferring vaguely socialist talk of co-ops 
and leasing. Laws on ownership and on these different forms 
of enterprise are due to be passed before the end of the year. 
They must be truly liberal: minimum rights for bureaucrats to 
nterfere, maximum rights for workers to run leased factories 
s they choose, including the right to eventual buy-out. Let 
he various quasi-private businesses be allowed to compete, in 
the economic equivalent of the semi-pluralism Mr Gorbachev 
has so resoundingly created in politics. 

This will not happen without the liquidity squeeze of stage 
ne. It willhappen too slowly without stage three: speedy in- 
oduction of a convertible currency. The conventional view 
1as been that Mr Gorbachev has to have his economy (espe- 


s’ stranglehold on the econ- 





cially prices) nicely in order before he can make the roubk 
convertible, at the earliest in about 10-15 years’ time. Bu 
some Soviet economist-politicians reckon that successful re 
form needs a proper connection to world markets; convert. 
ibility, they argue, must come quickly. They suggest creating a 
new currency, parallel to the rouble and designed eventually 
to replace it. After all, Lenin introduced the gold-backed 
chervonets in 1922 (though not without trouble: the old rou- 
bles were devalued by a factor of 50 billion in the three years 
before their withdrawal in early 1924). . . 

Will Mr Gorbachev, who rather fancies himself as a new 
Lenin, be bold enough to do all this? Alas, the disciplinarian 
in Lenin may appeal to him too. A touch of the firm hand — 
to prevent crippling strikes, for example—may be necessary. 
But an attempt to bully the economy back into shape would 
amount to a return to the command methods that made 
perestroika necessary in the first place. Mr Gorbachev has a 
chance to liberalise. He must grab it soon, within a matter of 
months. The alternative to breakthrough is breakdown. 






















lias East Germany. And maybe not so gradually 


J HEN thinking about East Germany, start with a deep 
- breath. Counting all the East Germans who escaped 
ugh Hungary this week, the total number likely to enter 

Germany this year, legally or border-busting, is propor- 
onately smaller than the number of people who abandoned 
ne Republic of Ireland last year. Nobody assumes the col- 
se of Ireland. This week's excited journalism about the im- 
inent collapse of East Germany needs a dash of cold water. 
No possible successor to old, sick Mr Erich Honecker 
ems to have any intention of making radical changes in the 
r East Germany is run. On the available evidence, admit- 
dly slender, the list of men currently being canvassed— 
Modrow, Schabowski, Mittag, Krenz—ranges from mild 
immer to utter stick-in-the-mud. Nor, despite this week's 


outrush, is there any sign that the way East Germany is run 
has 


perhaps the least cynical. Many people outside the party had 
until recently been rather pleased to belong to a workable 
"other Germany". The organised opposition is small, correct 
and a bit intellectual. If you are an East German over 35 with 
parents round the corner, children at school, a subsidised flat 
and a willingness to shrug off politics, you are not necessarily 
ushing for Hungary. 
A lot of people, not least in West Germany, are hoping 
ou will stay that way. Nobody in either part of Europe has yet 
ot to grips with what it would mean if East Germany van- 
ed from the political map. To gain time, they would like to 
rganise at least a temporary compromise. If the East German 
ime brought in a programme of gradual reform, the West 
might respond with various sorts of aid. West Germany in 
particular has much to: offer: credits, technical training, 
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maybe even a contraflow of specialists going east. 

This is the argument for urging people not to be melodra- 
matic about East Germany. If events in Eastern Europe were 
happening in a gradual, evolutionary sort of way, it would 
certainly be correct. But this summer's evidence from Poland 
and Hungary points less to gradualism than to the politics of 
the sudden break. If that applies to East Germany, the break 
there could be especially sudden, for two reasons. 


The slipperiest slope 


One is the fraternal proximity of West Germany. If and when 
life under communism does become intolerable, an East G-~ 
man who can find a crack in the fence has in West German 
home from home unavailable to any other East European, If 
and when the great Kombinate of East Germany’s state in- 
dustry get broken up and told to follow the market, they may 
not find it hard to slot into the brother-industry next door. 
The special fragility of East Germany is that, unlike other 
parts of Eastern Europe, it is a state but not a nation. Poland’s 
communists can drop their ideology and still offer themselves 
to the Polish people as a Polish party. If East Germany's com- 
munists drop their ideology, they are naked—and East Ger- 
many loses its main reason for asking to be regarded as a sepa- 
rate place from West Germany. 

The other slippery-slope thing about East Germany is its 
economy. The economy's relative success is not due chiefly to 
the fact that the workers happen to be dutiful Germans. It is 
due to the fact that much of East German industry is a clutch 
of firms that nestle together south of Berlin, run by a handful 
of bright bosses under superboss Günter Mittag. In this mix- 
ture of club and regimental headquarters, central planning 
has worked, up to a point. But this is not a system that can be 


HE ECONOMIST SEPTEMBER 16 1989... 






P3 od 


4 A. "^" 
changed gradually. Other countries in Eastern Europe are 
starting to suspect that the transition to a market economy 
will never be made in small steps; it needs a heroic leap. In 
East Germany above all, there will be no easy compromise 
between the old order and a completely new one. 


Talking of drugs 


= " j M * Is, 





At last, a debate 


OT before time, a proper debate about drugs is begin- 
ning. Until last month only a few voices questioned the 
wisdom of prohibition, arguing that it merely added the hor- 
rors of guns and gang wars to what should be an issue of pre- 
ventive education and medical treatment. Those voices are 
w being joined by others, reacting to the plight of Colom- 
1 and the latest drugs war launched by the latest American 
president. In Britain and America a growing number of aca- 
demics and newspapers point out that treating the trade in 
marijuana and cocaine as a crime may make lawmakers feel 
virtuous, but it doesn’t stop the trade. 

There has been a bigger change too. Two senior politi- 
cians, Mr William Bennett (President Bush’s drugs tsar) and 
Mr Douglas Hurd (Britain’s home secretary), have been 
stirred to join the debate. They were predictably hostile to 
decriminalising drugs, but at least they explained why. Before 
that, it was almost impossible to find a politician of any stripe 
prepared to say a thing, even a rude thing, about 
decriminalisation. The subject was out of bounds, prompting 
the suspicion that politicians had placed it there because they 

it was an argument they would lose. 

For a healthy debate, several more steps are now needed. 
One is for some brave public figures to come out in favour of 
decriminalisation. A few American mayors have done so. So 
have a few European and Latin American politicians. But a 

' sw expressed so tellingly by many medical and other experts 
bound to be shared by a significant minority of politicians: 
on any other subject, it certainly would be. Presumably, the 
silent minority is scared that support for decriminalising 
would be construed as support for drug-taking. This is a 
sloppy-minded slur. With many political issues, people can 
agree on the goal but disagree about how to achieve it. The 
prohibition argument is about means, not ends. 


Love among the elephants 


When electronics giants merge, the competitive grass gets trampled 


WO big European takeovers that began with bangs have 
been completed with whimpers. On September 8th Brit- 

ain’s General Electric Company (GEC), in league with West 
er $ Siemens, achieved its long-held ambition of swal- 
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In which case, start thinking hard about that Germ: 
Question. Much of what has lately been said about Germa 
reunification has not seriously tackled its consequences. Th 
would be the world’s biggest change in 40 years. It is no longer 
a subject from which the eye can be comfortably averted, 






























A second useful contribution to the debate must come 
from those who favour decriminalisation. Now that some s 
nior critics are responding to the claim that prohibition doe: 
not work, the legalisers need to explain carefully how : 
legalised-drug regime would operate. The short answer is that 
it would not conjure up simple or painless solutions to drug 
taking. But at least it would allow the Bush billions to be spent 
on education and rehabilitation rather than on chasing 
largely uncatchable crooks; and those billions could be joine 
by many more, because governments would get tax revenu 
from what is now the world's largest untaxed business. 


Rockefeller was right 


Just as the advocates of decriminalisation must describe ho 
the future would be, so the prohibitionists must be hones 
about the pros and cons of their present policy. In criticising 
the legalisers, neither Mr Bennett nor Mr Hurd offers any 
positive evidence that prohibition works. They take it as reac 
that more policemen and stiffer prison sentences are the righ 
response, and will eventually do the trick. After 40 yea d 
trying that approach, the prohibitionists must surely be w 
ing to acknowledge that it may have weaknesses. 
They could usefully go back to the 1920s and consider th 
honesty of John D. Rockefeller, Jr, who was at first a fie! 'ce 
advocate of amending America's constitution to prohibi 
trade in alcohol. Later, having seen the amendment in action, 
this is what he wrote: : 
Tac a vox aret. of lamirsakiess hw been steele’ und Soe na 
colossal scale; that many of our best citizens, piqued at what they re; 
as an infringement of their private rights, have openly and 
disregarded the Eighteenth Amendment; that, as an inevitable result, re 
spect for all law has been greatly lessened; that crime has increased to an 
Panic degree—all this I have slowly and reluctantly comes 


lowing another British electronics firm, Plessey. On the san ne 
day Daimler-Benz, West Germany’s largest firm, was ES - 
ficial permission to make its long-planned addition of aer 
space to its car business; it is taking over Messerschmitt- 
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Bólkow-Blohm (mas). Both successes were widely expected, 
which explains the whimpers. But they should not be widely 
applauded. Although these takeovers have done more than 
any other corporate moves this decade to reshape Europe's 
defence and electronics industries, the new shape is not a 
pretty one. Competition is the loser. 
.. Both marriages have an epic quality, with music by Wag- 
ner rather than Bach. Daimler's coupling with Mas will pro- 
duce a single West German defence and aerospace firm; the 
th eory is that it will be able to compete against American ele- 
phants such as Boeing, Lockheed and McDonnell Douglas in 
aircraft manufacture, and even to give West Germany a sport- 
ing e in space. The GEC-Siemens takeover of Plessey 
marks the first time that a foreign firm has been allowed into 
Britain's main defence-electronics contracts, as well as mak- 
ing possible a powerful alliance in telecommunications. For 
all that, plaudits might seem the right response. 
.. Yet the trouble with these deals is that the public premise 
or both of them is false, while the probable private premise is 
disturbing. The public claim is that the spirit of 1992 is at last 
exorcising the old European curse of “national champions" 
in electronics: that it is opening up the defence and telecom- 
munications markets to cross-border competition. Europe's 
agmented defence and electronics businesses, claim the tak- 
rs-over, need to rationalise in order to compete with huge 
American and (said with a snarl) Japanese firms. So the com- 
petition watchdogs in Brussels and the national capitals must 
allow big combines such as Daimler-MBB, and joint ownership 
of Plessey by GEC-Siemens, because competition is assured on 
a world scale. 
_ That argument might sound convincing, if the trend 
really were happening. So far, there is little sign of it. Despite 
Siemens's arrival as a British contractor, the defence business 
s becoming more nationalistic, not less. In France, Thomson- 
CSF is building itself into a force de frappe, but a very French 
one. Daimler-MBB is strictly West German; that is its ratio- 
nale. Defence budgets still go principally into national wallets; 
only a tenth of Britain's equipment budget of £8 billion 
($12.5 billion) a year is spent abroad, and for France and Ger- 
many the percentages are even smaller. In telecommunica- 


Inured to the intifada? 










losing a rare chance for Middle East peace 
Er Palestinian uprising against Israel is changing. No 
ilo 


nger a bawling infant, impressing admirers with the 
strength of its lungs, it will within a few months become a 
: sturdy two-year old whose existence ceases to surprise. It is no 
_ longer in danger of meeting an early death by Israeli stran- 
gulation. On the other hand, it is becoming rather familiar. 
Even Israel is getting used to it. 
Israel's cabinet has just received the latest long-term plan 
_ of its general staff. The plan assumes, among other things, 
- that Israel will still be occupying the West Bank and Gaza in 
the year 2000. Resignation, not complacency, lies behind the 
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The world is learning to live with the uprising in Israel's occupied territories. It risks 


" 


tions, the other main rationale for the Plessey takeover, th 
death of national monopolies is painfully slow. And virtually 
all the big firms involved are protected from takeover. 

Perhaps these markets will become more competitive ir 
time, but the two mergers are putting cart before horse. Mar. 
kets ought to be opened before businesses are allowed to com: 
bine. By establishing interests even larger and more vested 
than before, the mergers risk making competition and open 
procurement harder to achieve, not easier. If Daimler-MBE 
runs into trouble, will the West German government merely 
stand and watch? No: it is a national champion. And if the 
market ever does become genuinely open, will big, bloated, 
overmanned European combines be effective and efficient 
competitors against the Japanese? 





A tangled web they weave 


When the private premise is examined, the view becomes 
more worrying still. The aim of both these marriages is to 
reduce competition, within markets that are not becoming 
more open. This is a rational goal for any company, partic 
larly given the threat that peace and disarmament pose for t 
weapons trade; but that does not make it in the public inter- 
est. Competition is also being restricted in a broader but less 
apparent way, through the joint ventures that these compa- 
nies (and many others, European or otherwise) are weaving in 
the defence and electronics businesses. 

From being a fierce opponent of joint ventures, GEC is 
now a firm fan. It has shared its power-engineering with 
France's Alsthom, four big electricals businesses with Gen- 
eral Electric of America, and telecommunications with Sie- 
mens. That sleepy but huge West German firm has joint ven- 
tures or alliances all over Europe. Name virtually any big 
European electronics firm and it is signing up deals left, right 
and centre; a telecoms consortium here, a chipmaker there. 
“The best way to get market access" is the usual justification. 
"Without competing" is usually the missing phrase. 

The danger is that every giant is fast getting into bed with 
everybody else, sharing out the pleasure in order to avoid the 
pain. Never mind whether this proves to be a good way to do 
business. It looks like a better way to bilk the customer. , ~ 





generals' assumption. Israel's army has been readier than its 
government to see the limits to its power. Since the end of 
1987, when the intifada started, the army has shot dead more 
than 500 Palestinians, demolished hundreds of homes, put 
whole towns under curfew and sent scores of Palestinians into 
exile. Yet still the uprising continues. If the generals reckon to 
stay in the territories until the millennium, it is not because 


they expect to end the intifada by military means. It is be- 

cause they do not expect the intifada to see them off. 
Resignation is not confined to the Israeli side. Among Pal- 
estinians, too, there is growing awareness that the political 
. THE PTE 

















returns from the intifada are diminishing. In its early da 
when the world’s television screens were filled with unfamil- 
iar images of Israeli soldiers beating up civilians, it looked as 
though the shock of the uprising might be enough to jolt the 
diplomats into life. Hope has dimmed with the passing of 
time. The uprising has grown steadily more violent, with 
much of the violence of recent months turned inwards as Pal- 
estinians have murdered scores of “collaborators” (see page 
41). Yet Israel has not budged from the territories and most of 
the television crews have gone home. 


Living with the intolerable 
What has gone wrong? In one big way, the intifada has indeed 
loosened up Arab-Israeli diplomacy. It gave Mr Yasser Arafat 
the courage to renounce terrorism and recognise Israel’s right 
to exist. The United States rewarded him with “a substantive 
dialogue”. Talks between the PLO and the Americans con- 
tinue, desultorily, in Tunis. But, despite this week’s desperate 
mediation by the Egyptians, they are bogged down. 
-. The PLO says that the Americans have not extracted big 
ough concessions from Israel. In answer, the Americans 
point to Israel’s offer to allow a free election in the occupied 
‘territories, and to negotiate with the Palestinians thus elected. 
The trouble is that Israel will not talk to the PLO itself, and Mr 
Arafat will not let Palestinians inside the occupied territories 
discuss the plan with Israel unless some PLO people from out- 
side are included too. The Palestinians also want Israel to say, 













































in advance, that it will eventually leave the occupied 
ries. Israel, having made its offer, refuses to add to it. In Jul 


even the existing plan, with its deliberate vaguenesses, cam 
close to breaking up Israel's government. HS 
The Americans, by contrast, do have something extra 
offer Mr Arafat. They recently pleased the PLO by withhol 
ing their usual veto and letting the United Nations Securii 
Council censure Israel for deporting a group of Palesti 
from the occupied territories. Now Mr Arafat’s men are hin 
ing that he wants to visit New York, to address the Gener: 
Assembly. That could cause a mighty row. The last time 
asked for a visa, at the end of 1988, the Americans retu 
and the General Assembly had to fly off to hear him talk i 
Geneva instead. MEE 
This time the Americans should consider letting 
Arafat have his visa. They could also arrange for Preside: 
Bush to repeat, loudly, what Israel will not say: that Israe 
rule over the occupied territories must eventually end. Th 
fortified, Mr Arafat might just be persuaded to let talks abo 
the Israeli election plan go ahead. lt is far from the direct le 
to independence which some Palestinians once thought the 
could achieve in return for an end to the intifada. It wouk 
mean the PLO in Tunis handing over leadership, for a time a 
least, to a different set of Palestinians from inside the Wi 
Bank and Gaza. But at least it would be movement. And 
is one thing which the intifada, for all its ferocity, is findin: 
increasingly hard to deliver. 








: The sell-off of Britain's state industries is becoming a turn-off. Time 


- to return to first principles 


E T WAS once the popular mainspring of Thatcherism, but 
privatisation now threatens to become a political liability. 
This change has nothing to do with a new blast from the La- 
- hour party at the fees paid to the bankers and ad men who 
ve arranged the sale of state industries. Public unease about 
privatisation has been growing for months, and needs no en- 
couragement from Labour. Few people are persuaded that wa- 
ter. and electricity should be sold, and the extravagant efforts 
- of the advertising industry have served only to reinforce their 
doubts. 
This is a pity. Privatisation has been a powerful force for 
good in Margaret Thatcher's Britain. The sale since 1979 of 
54 state-owned companies into the private sector has been a 
‘remarkable feat of political will, in the face of hostile vested 
interests. If you want to find its monument, look at the new 
dynamism of companies like Rolls-Royce, British Steel and 
British Airways. Or the increase in the number of share-own- 
ers (2m in 1979, 12m now) in Britain. Or the sea-change in 
public attitudes to a state sector cut by 40% in ten years. 
The list of credits reflects a range of motives, because the 
|. government's reasons for privatising have kept changing. In 
.. the beginning ministers stressed efficiency and the tax-cutting 
merits of a smaller public sector. The sheer scale.and success 
.. of the British Telecom sale in 1984 then encouraged them to 





The mother of privatisation 







































take a shorter-term, more voter-driven view. So while th 
money the Treasury raises from privatising has remaine 
constant attraction, Sid has become the star: give the sma 
shareholder preference, guàrantee him an immediate cap 
gain, and you will turn him against any political party t 
might seek to renationalise "his" companies. 


Over to the regulators 
This Hove-Sid approach is at the root of the government 
current problems over water and electricity. As the polit 
goals have loomed larger, ministers have come to see privat 
sation as an end in itself. In fact, it is only one means to 
different end: lower prices and better products for the ca 
sumer. This confusion hardly mattered so long as the tar 
of privatisation were operating in competitive markets— 
British Steel and Jaguar, which should never have been in 
public sector in the first place. But as the sale programme E 
rolled on, it has swept up natural monopolies. 
For such companies, it does indeed matter that privatisa: 
tion should be seen as a method, not a goal. There are ofter 
other ways to improve the efficiency of public utilities: be 
regulation by an independent agency, say, or the franchisi 
of separable activities to different private managers. Th 
to privatise has ruled out such alternatives by default —a 

























past mismanagement by heralding a big jump in the prices 

harged for water. The electricity sale has more logic, and the 
merit of boldness. But the government queered its own pitch 
y trying to foist nuclear power upon El-Sid. Worse, it 
lunged into a complex restructuring with no firm ideas 
bout who should be the ultimate risk-takers in the business. 
Though skilful merchant banking may still steer these two 
sales through (see page 67), the damage done to the privatisa- 
ion idea will remain. To fulfil past promises and leave the way 
pen for more sell-offs in future, the government must rescue 
he idea's credibility by ensuring one thing: the sold-off com- 





; uch a way that they serve theii 
customers better than public ownership did in the past. Stati 
ownership failed mainly for lack of a dependable relationshiy 
between government and management, a relationship de 
vised to set the consumers’ interest above all else. Unless tha: 
fickleness can be avoided, tomorrow’s regulators will be nc 
less capricious than yesterday’s civil servants. 

So far, the regulators of the privatised utilities have done: 
better job than ministers had any tight to expect. But this 
success owes more to the individuals concerned than to any 
principles laid down in the deeds of sale. Water and electricity 
will be far harder to regulate than telecommunications, where 
competitive pressures set standards. If the government must 
stick to its present timetable, let investors know they are buy- 
ing a pig in a poke: the regulatory framework that consumers 
deserve has yet to be properly devised. 



























led dling with genes 


HE most publicised products of genetic engineering often 

„sound, to the fearful, as though they have all the sinister 
otential of real-life triffids. Scientists devise trees that glow 
he dark; environmentalists worry that their genes could 
‘amok in other parts of the forest. Engineered bugs pro- 
plants against frost; pessimists fear that they could inter- 
> with natural condensation, causing dramatic changes in 
Weather. Yet genetic engineering offers, too, the hope of 
tions to problems most people long to resolve: more food 
for the hungry, fast-growing trees to replace deforestation, 
ires for diseases. To politicians falls the hard task of deciding 
hen this genie should be released from its bottle. 

About 30 genetically engineered microbes, plants and ani- 
als have so far been released in America, and much the 
same number in Europe. But West Germany is considering a 

on releases; so, soon, may the European parliament. That 
would be defeatist. It is true that, just as a world without nu- 
ar-power stations would fear no Chernobyls, only a ban 


neering are likely to outstrip the imaginable risk. Better 
herefore, to observe a few sensible principles. 
Most genetically engineered organisms differ from ones 
ound in nature by just one or two genes. A genetically engi- 
ered tomato may rot more slowly than the old-fashioned 
kind; it may even taste better. But it is no more likely to be a 
menace to the environment than its ordinary relative, be- 
use it is subject to similar biological controls and predators. 
ose glowing trees may not look like the average oak or ash. 
ut they differ by only a single gene— derived, as it happens, 
om a firefly. Some transgenic products, like those bugs that 
protect plants against frost, have equivalents in nature or can 
be bred in the laboratory from naturally occurring mutants. 
Most genetic creations are likely to perform much the same 
functions as those developed by normal agricultural science. 
A greater danger lies not in what transgenic products do, 
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lon't ban the release of genetically engineered organisms. Just be careful 





but in the way they are made. Genetic engineering makes it 
possible to transfer a gene from one organism to another. 
Such tinkering could cause genetic instabilities. The newly 
introduced gene might escape to nearby living matter. This is 
a particular danger with bacteria, since they already contain 
elements that permit the frequent exchange of genetic in- 
formation with their bacterial neighbours and can move, 
without detection, away from the point of release. Again, 
though, there is no evidence that transgenic products are any 
less stable than their selectively bred counterparts. 


The merits of cows 


Snag: such evidence is unlikely to emerge as long as geneti- 
cally engineered organisms are confined to the laboratory. To 
understand the risks, organisms must. be released in. sm 
field trials—and the releases:need to be decided case by ca 
Some experiments could be nodded through; others need to 
be handled with care. Bits of gene that help track the move- 
ment of organisms in the environment are innocuous. Even if 
they escape, there is no obvious damage they can do. But 
genes coding for toxic human proteins—say, snake venom— 
are potentially more dangerous. 

Regulators should worry less about the release of trans- 
genic animals than that of plants and bacteria. Cows and 
calves are easy to follow around. And animals do not readily 
exchange their genetic information, so bits of one cow's genes 
are unlikely to find their way into her neighbour. Bugs and 
viruses that infect a narrow range of hosts are likely to be safer 
than those with more catholic tastes. The safest bacteria to 
release will be those that carry inert or self-destructing bits of 
DNA and are incapable of passing it on to other microbes. 

The key, in short, is containability. Organisms that are 
most stable and least able to spread are those that should 
most readily be released. 















XX THY don't they get down and walk? 
^V. V For a start, most of America’s robust 
old-age pensioners are reasonably happy 
where they are, thank you. Their employers 
talked them into stopping work early, a 

nded government pushes them one 
way and pulls them the other. 
And they themselves have 
discovered that a life of active 
leisure, with no overwhelm- 
ing money worries unless 
their health lets them down 
badly, is not to be despised. 
That’s why not. 

So they're happy. And 
why. should anyone else 
worry! Don't they create jobs 
wherever they go? Yes. But 
they don't do them. Their 
nor-productivity is already a 
burden; in another 30-40 
years it will be a crushing one. 
“America, like all other 
rich ‘countries, is growing 
‘older: people have fewer chil- 
dren and then live longer. 
Unlike most countries, it has 
keen granted a grace-period, 

* to prepare for a popula- 
tion top-heavy with old folk. 
It still has only 3lm people of 
65-plus, a manageable 121596 
of the population. 

“By 2000 that proportion 
will still be only 1396; Ameri- 
cans did not have many ba- 
bies during their long 1930s 
depression. But by 2010 the 
75m people born during 
America's busy 20-year fertil- 
ity boom after the second world war will 
start hitting retirement age. By 2030 some 
21% of Americans could be over 65 (less 
precisely, but more accurately, 17-25%; the 
margins of error in such forecasts are wide). 
Unless retirement patterns change drasti- 
cally, that would mean about one retired 
“person for every two at work. 
^ In a saner world, the United States 
ould use the depression-given pause to pre- 
are for the top-heaviness to come, taking 
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NG AMERICA - 


They've got to eat, 
so let them work 


America has ever more old people, yet ever fewer of them work for their 
living. Instead they are riding on the shoulders of all who do. Needlessly 


unambiguous steps to persuade the young- 
old, people of 60-plus who are not physically 
or mentally infirm, to postpone retirement. 
But the message coming down to the nearly- 
retired is mixed. Ánd, as yet, there is no 
glimmer of a consensus between the govern- 





ment and private employers. 

About 342m American over-65s go out 
to work. The total has changed little for de- 
cades. But the ratio of working to non-work- 
ing oldies has slithered downwards. In 1950, 
though mandatory retirement was then al- 
lowed, about 4596 of the men aged 65 or 
older, and 1096 of the women, still worked; 
today only 1796 of men and 896 of women. 

That is not because the rest are too frail; 
most are not. Nor is it because they are 














































forced to quit: age-discrimination is oi 
cially outlawed, as is mandatory retiremen 
except for a handful of occupations. But nei 
ther good health nor the possession of the 
law on their side persuades American. grt 
heads to stay on at work; they quit fro 
choice. Most do not even wait until they 
reach 65 and can draw their full federal so- 
cial-security pensions. They leave at 6 
when they can start to draw benefits, albe 
reduced—permanently—by 20%. 


Half a carrot, half a stick 


The government has done something ! 
not much to change their minds. In 1983, 
part of an emergency operation to rescue t| 
social-security trust funds, the law w 
changed to raise the ag 
which a full federal pension 
can be drawn. Very gradu 
ally, during the first quarter 
of the next centüry, it 
up from today's 65 to 
People will still be able to 
stop work at 62, but the 
duction ín pension also wil 
slowly go up, from today’s 
20% to 30%. Those who sta: 
at work after retirement ag 
will get a pension boost of 8% 
for each extra year of work. 
instead of today's 396. 

The combined effect o 
these measures is not ex 
pected to postpone reti 
ment, on average, by more: 
than a couple of months. The 
incentive of a pension at 
will, it is thought, still out 
weigh even a 3096 reducti 
in its size. ; 

Older Americans wouk 
be more likely to stay on à 
work if they were encourage 
by their employers to do so 
In fact, most employers can 
not wait to get their old buff 
ers off the payroll, an atti 
that makes nonsense of 
government's timid messa 

Just possibly, tomorrow’ 
oldies could be different from today's. Th 
will, after all, be those same self-conscia 
baby-boomers who have been at the cen’ 
of public attention from their infancy on 
They could approach their old age with le 
resignation and higher expectations thai 
their parents or grandparents. With a stron 
appetite for materíal goods, they may choose 
to work so as to keep, or get, the things 
want. Ánd the women who now take it fo 
granted that they should work outside th 
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home may be less inclined than their moth- 
ers were to give up early, less willing to ac- 

company their older husbands into a retire- 
_ ment that often begins, for them, when they 


Why they quit 
Ifa job is physically taxing or dead boring or 
th, workers do not need much of a push 
to quit as soon as they can. Yet many Ameri- 
ans are tempted to stop work sooner than 
ey had intended by their employers. They 
ire presented with early-retirement pension 
kages tied with bright ribbons and bulg- 
with goodies like lump sums or extra age- 
'service-credits. Some of the more recalci- 
trant may be first smoked into a receptive 
ame of mind by being denied promotion 

or, increasingly these days, retraining in new 
echnologies. They soon get the message. 

Age-discrimination is against the law. 
But it is a tough charge to prove, and the 
ederal agency that should implement the 
rules is not notably effective. Nor can it keep 
ip with the workload: 20,000 charges last 
year led to only 116 lawsuits, most won by 
e employers. The distinction between vol- 
ntary and involuntary retirement is hazy. 

Surveys show that most Americans, be- 
ore they retire, play with the idea of con- 
tinuing some form of paid work. Surveys 
also show that, after retirement, about 
three-quarters of them drop the idea. They 
were greedy: aiming too high, wanting too 
much. Naturally, but not logically, they 
want their leisure and a good job as well. 
They want to work part-time, or part of the 
year, and to have flexible hours. But they 
also want to do the same kind of work as 
before, for the same wages, and, if possible, 
for the same employer. 

They soon discover that part-timers are 
n track for some pretty rotten jobs. Fast- 
food chains are actively recruiting oldies. 
But former supervisors, skilled workers or 
‘secretaries are unamused at the prospect of 
. competing with a teenager to flip a ham- 
burger or serve at a drugstore till. Even 
when the jobs are roughly the same as their 
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old ones, a part-tímer often is paid less per 
hour than a full-timer. This is not the semi- 
retirement they dreamt of. 

About 20-25% of the retired —more 
than in Europe—eventually take some kind 
of job, often part-time or unconnected with 
their former work, and usually ill-paid. Few 
attain even the modest ceilings ($6,480 a 
year for those under 65, $8,880 for those of 
65-10, with no ceiling above that age) above 
which social-security benefits are reduced 
(by 50 cents—33 cents from next year for 
the 65-70s—on each extra $1 earned). Most 
of these pensioner-workers retired when 
they were 62 (or younger), work for three or 
four years for low wages to cushion the drop 
in their income, and then retire again on 
pension at 65. 

The pension, based on lifetime earn- 
ings, is inflation-proofed. But it is low. Any- 
one living alone and with no other income is 
apt to be in trouble. Some 1296 of America's 
old people have incomes below the official 
poverty level—and that level is set low. An- 
other 8% or so are on the margin of poverty. 
Any elderly black woman, living alone and 
in poor health, is most probably very badly 
off; worst off of all are people aged 85 and 
over and living alone. 


Off to the sun 


Yet most old Americans are not in bad 
shape financially. They are poorer than they 
were before they retired, but they have fewer 
expenses. On average, social security ac- 
counts for 40% of their income. Three-quar- 
ters of them own their own home. Many 
have a few savings tucked away (the second 
most important source of income), and 
about half have some kind of private or pub- 
lic pension on top of social security. 

And, as they keep telling those doubters 
who fuss about their idleness, most of the 
healthy old are content with their escape 
from work. Retired, they have broken free 
of the tradition that defines a person by 
what he does. Nor do they necessarily 
plunge their liberated energies into good 
works. Ámericans are generous with the 














time and money that they give to philan 
thropy. But those who are busy in charitable 
work after retirement tend to be those whe 
were busy in it before. 

Many of the more affluent set off ... 
search of the sun, ardently wooed by sun- 
belt hosts. Their health costs will be paid 
federally through Medicare; their money 
will enrich local stores, condominium-build- 
ers, hospitals, gerontological centres, fu- 
neral parlours and cemeteries. When the el. 
derly become older and frailer, and are 
threatening to turn into a burden, loneli- 
ness, often following the death of a spouse, 
is quite likely to draw them north again. 


Tossed out early 


Why should industry, in the face of govern- 
ment policy and demographic fears, be dis- 
patching its fit 62-year-olds prematurely to 
Florida's golf courses? To cut costs, mainly. 

Competition, and a splurge of acqui- 
sitions and mergers, has highlighted the ur- 
gency of slimmer payrolls, of squeezing the 
fat out of management. For fat, read old. 
Early retirement is a kinder, gentler alterna- 
tive to lay-offs: with a little generosity, x 
byes can be said with a smile, everybody can 
emerge feeling good. True, the long-time 
staff take away their experience and depend- 
ability. But the old dogs can’t be taught new 
tricks, say employers; they are confused by 
new technology and do not want new skills. 

So companies, relieved at not having to 
sack anybody—and ignoring, for the mo- 
ment, the warning rumblings about the 
shortage of qualified, literate youngsters— 
sweeten social security’s cut-down pension 
with an assortment of early-retirement offer- 
ings. Usually this carrot works, without even 
the discreet wave of a stick. 

Having shaken its older workers out, a 
company can then, in theory, pick the ones 
it wants to come back on new terms. Since 
early retirement has, as a rule, to be on gen- 
eral offer, employers lose the sergeants they 
would like to keep along with the majors 
(middle-management people) that they are 
keen on getting rid of. But hiring back is a 











small satellite earth station, capable of s 
formation, allows companies to reduce their communications costs. The Hughes Aircraft Company 
rsonal Earth Station™ uses patented demand-assigned, packet-switched transmission techniques, in 
ich different types of information are transmitted over a single communications channel as small, 
h speed data packets. Other types of communications systems require expensive, separate channels 
oice, video and digital data information. The earth stations are part of Hughes’ Very Small — . 
Aperture Terminal network, which provides end-to-end satellite communications for private busi 
data networking and videoconferencing. i A 


_ An advanced infrared seeker uses significantly more heat-sensitive detectors than current operational - 
seekers to produce an image that approaches the quality of an advanced video camera. The Hughes- 
l nced Infrared Seeker (AIRS) contains over 16,000 detectors in a miniature focal plane array . 
at an entire scene rather than scanning an area. The smaller, more sensitive system als 
ique analog image signal processing techniques that allow it to sense objects emitting minute or - 
intense heat without recalibration. Originally developed under company research projects for 
- applications for the U.S. Army, AIRS technology may also find applications in the Strategic Defense. 
nitiative program. oR PU ADS 


ew program will enhance the capabilities of F-4 Phan 
ece, Turkey, and South Korea. Hughes is teamed with McDonnell Doug 
rschmitt-Boelkow-Blohm (MBB) to market an F-4 Phantom upgrade which includes putting 
es APG-65 radars into approximately 250 aircraft. The APG-65 will provide the Phantoms with 
digital, multimode operation providing look-down, shoot-down capability, in addition to the radar's _ 
ulti-track, air-to-air capability. The radar can also launch the fire-and-forget Advanced Medium - 
Range Air-to-Air Missile (AMRAAM), Sparrow and Sidewinder missiles in the air-to-air role and 
r-to-ground weapons in the current NATO inventory. l 


. A helicopter's central computer system uses tri-service common processing modules to contro 
he Mission Processing Subsystem, under development at Hughes for the U.S. Army's Light Helic 
Experimental (LHX) Program, uses these modules to provide most of the signal and data processi 
< he LHX subsystems. Use of these common modules will improve logistics support, reliability, and. 
«maintainability, while decreasing design and training costs. The LHX Program considersthe 
supportability of the avionics as important as their performance. di ii 


A teardown inspection reveals zero defects in an infrared (IR) guidance unit for a family of air-to- — 
- surface missiles. This was one of a series of inspections involving Hughes-built IR guidance equipment 
. for the AGM-65D Maverick missile and the GBU-15 glide weapon. The units to be examined, each o 
. which contains more than 20,000 solder joints, are selected randomly from production hardware b 
nilitary representatives. Hughes’ technical staff and military observers disassemble, inspect, and 
duct functional tests on the components to assess compliance with contract requirements. Nin 
inspections have been performed in the past three years, each of which reported consistently high — 
quality and workmanship of the circuit card assemblies and other hardware examined. 


for more information write to: PO. Box 45068, Los Angeles, CA 90045-0068 USA 
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ult exercise. Employers worry about 
expense and administrative bother of 
-time job-sharing; retired people are 
oosey, often finding it harder than they 
pected, once they have left, to strike the 
bargain they had thought should be theirs. 

_ There are exceptions. The Travelers 
Companies, an insurance firm in Hartford, 
onnecticut, has been successful with its 
cheme for rehiring retired clerical staff: The 


der workers, found it was paying fortunes 
o the agencies that provide temporary staff. 
o it started hiring back its ex-workers, on 
lexible schedules and often with retraining. 
When, after a year or two, the demand for 
dies exceeded the supply, Travelers threw 
n "unretiree party” to catch other ex-in- 
urance people, aged 55-80, in the Hartford 
area; 300 people were unretired on the spot. 


NI 
SN 
WSy 


|. A few other firms are collecting together 
a contingent workforce of retired people. 
Aerospace has been bringing back technical 
and engineering staff. So has Grumman, 
which, some years ago, wrote to its retired 
people to ask whether they might be inter- 
ested in occasional work. Half said yes, and 
he company now runs a skills bank for part- 
‘ime work, as well as allowing its older work- 
ers a freer choice about staying on. 

A couple of agencies, in New York and 
Phoenix, are aimed specifically at the el- 
 derly. Kelly Services has a sideline called En- 
‘ore. The Conference Board, a business-re- 
earch service in New York, is publishing a 
tudy of job banks. The best known, and 
most effective, network-service is Operation 
ABLE, started about ten years ago in Chicago 
by Mrs Shirley Brussell. Her network has 
-helped ‘thousands of people aged 50-70 to 
find work. It matches people with jobs, tells 
them how to use a word-processor and gives 
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ompany, once profligate in getting rid of its 
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them advice on dodging discrimination. 
Professionals, says Mrs Brussell, are the 
trickiest to place. 

Many companies, their interest tweaked 
by tales of labour shortages to come, are be- 
ginning to think about older workers. But 
they are hesitant, and so are the retired. Ex- 
perts debate whether it. makes more eco- 
nomic sense for a person to retire and be 
unretired, or to stay on longer in the first 
place. Staying on is commonsense, say some, 
for both employer and employee. Nothing, 
others argue, will now wean Americans from 
the dream of early retirement. They may be 
tempted out of their leisure by a good job, 
with flexible hours, but they want that stab 
at leisure first. 


The limits of grey power 


The American Association of Retired Per- 
sons (AARP) gently warns its 
Jim members (yes, 31m) 
against the false hopes of early 
retirement. But its mind, these 
days, is mainly on health-care. 
Medicare is being gobbled up 
by the avarice of the medical 
industry, and will soon need 
more revenue. Should every 
taxpayer fork out, or should 
the extra burden fall on the 
better-off elderly themselves? 

The fact that such ques- 
tions can even be raised sug- 
gests that the old may not have 
quite as powerful a political 
voice as conventional wisdom 
holds. America's grey vote is 
not concentrated as its various 
ethnic votes are. Old people 
usually vote for the same party 
as when they were young. The 
AARP is not a full-blown politi- 
cal actíon committee: it does 
not, officially, back political 
candidates, and it is not 
strongly organised at state level. 

Americans are starting to think that 
some elderly people could, with no great dis- 
comfort, dig deeper into their own pockets. 
Sensing this, the AARP decided last year to 
accept a compromise on catastrophic illness: 
the old themselves were—collectively—to 
be charged the costs of this extra insurance. 
Not so, said the elderly, when they found 
out; and when protecting their ancient turf 
they are a mighty, and disconcerting, army. 
Congress is now in retreat. 

Yet nearly one-third of the federal bud- 
get goes on the elderly, compared with the 
peanuts given to the young. There is no ar- 
gument over the basic philosophy. Respon- 
sibility for the old, unlike the young, has 
shifted from the family to the state, and mid- 
dle-aged Americans, their minds on their 
parents or on their own old age, have a 
vested interest in keeping things that way. 
Social security’s strength is its freedom from 








the "us" versus "them" taint of means 
tested welfare programmes: it goes to every 
body and is claimed as a well-earned righ 
(though most people, at this stage in the pro 
gramme’s history, are drawing out muct 
more than they paid in). 

Still, there is pressure to distinguish : 
bit more sharply between rich and poor. At 
present the richer old are taxed on half thei: 
federal pension. A few brave people are sug. 
gesting that they could, without great pain, 
pay a little more. 

Courage is indeed needed. An organisa- 
tion called Americans for Generational Eq- 
uity, set up by Minnesota’s Senator David 
Durenberger to press for greater federal 
responsibility towards the young, relapsed 
into incoherence when the Minnesotans 
gave Mr Durenberger a hard time. 

Yet the issue will not go away. Perhaps 





old people should be forced to do more tor 
themselves, by having less done for them. 
Certainly both old people and employers 
should be so encouraged, with words, fiscal 
and social-security measures alike, that more 
of the greyheads stay at work, or go back to 
it. The obstacle, on the employers’ side, is 
familiar: what may be for society's good, or 
even that of employers collectively, may not 
benefit any given company that does it. But 
if companies can be cajoled and forced—as 
they have been in the past 20 years—not to 
discharge their industrial waste all over the 
country, they can surely be moved -not to 
discharge their waste human material either. 
They might well find it not so waste, if they 
would try a bit of lateral thinking on ways to 
make good use of it. 

Maybe. But not yet, please, says the 63- 
year-old, pursuing happiness from the com- 
fort of his deck chair. 
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before it begins 


 TITH one foot snared by the past, it is 
VV hard to keep a steady eye on the fu- 
tute. So Miss Takako Doi found this week. 
Miss Doi leads the Socialists, Japan’s biggest 
opposition party. A popular lady on the 
stump, she led the opposition to triumph 
over the ruling Liberal Democrats in an up- 
r-house election in July. Her aim now is to 
xe the Socialists a believable governing 
y in time for the lower-house election 
that must be held by next June. She is 
failing. 

Foreign policy is hobbling her. This may 

seem odd in a country where the outside 
world has, until recently, been of interest 
only because there were markets there. But 
the reason Japan has been able to remain 
comfortably indifferent to foreign policy all 
these years is its close alliance with the 
“United States. The Liberal Democrats claim 
credit for that alliance, and a large majority 
of Japanese voters support it. So do three of 
the other opposition parties, whose backing 
the Socialists need if they are to have any 
chance of forming a government. But the 
Socialists, an even dreamier lot than Brit- 
ain's Labour party of the early 1980s, dislike 
almost everything the alliance stands for. 

- In a speech on September 10th Miss 
Doi did her best to haul the Socialists to re- 
aliry—and to a deal with the other opposi- 

n parties that would let them fight the 

ction together. But "the Doi vision”, as it 
was quickly dubbed, remains blurred. On 
three of the four issues that divide the So- 
cialists from the-more centrist opposition 
parties, Miss Doi could point to progress; on 
the main one, the American alliance, she 
could not. 

Since February the Socialists have been 
haggling over a policy statement with these 
other parties—the Democratic Socialists, 
Komeito and the United Social Democrats. 
One. issue dividing them is Japan's armed 
forces. The Socialists used to advocate “un- 
armed neutrality”, saying that Japan’s army 
was unconstitutional and should be abol- 
ished. Miss Doi made it clear that the army 
will stay, though it will be confined strictly 
to the defence of Japan’s territory. On the 

; other hand, the 196-of-GNP ceiling on de- 
_ fence spending, long honoured until it was 
© breached two years ago, will be reimposed. 

tc. A second question is the Koreas. Like 
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Why Doi's run might end 


the government, the centrist opposition has 


backed South Korea in its feud with the 
North. The Socialists have been defenders 
of Mr Kim If Sung's bizarre regime in the 


North. Now they say they would recognise 


both Koreas. 

The third issue used to be a simple one 
for the Socialists: they thought anything nu- 
clear was wicked, whether it 
was nuclear weapons, nuclear- 
powered ships or nuclear-gen- 
erated electricity. On the last 
point they have shifted 
ground. Japan gets 2796 of its 
electricity from nuclear power 
(the third-highest figure in the 
developed world, after France 
and West Germany). The So- 
cialists used to want those nu- 
clear-power plants torn down; now they will 
be content if no more are put up. 

All these shifts are products of a deci- 
sion by the party's leadership three years 
ago to junk the most embarrassing legacies 
of its Marxist-Leninist past. The rank and 
file may yet veto them (Miss Doi must still 
get her "vision" endorsed at the Socialists’ 
conference in December), but at the top of 
the party they are fairly uncontentious. That 
cannot be said of the American alliance. 

The Socialists’ policy of “unarmed neu- 
trality" was adopted in 1949, when their 
pro-Moscow wing was in control. The main 
plank on which the party has taken its stand 
since then (apart from the legality of Japan's 
army) is opposition to the security treaty 
that Japan and America signed in 1960. The 
Socialists were strongly against the treaty 
then, and have been ever since. It was only 
this year that party leaders said for the first 
time that a Socialist government would "ac- 
cept" the security treaty. Even this state- 
ment was made with a wink and a nod to the 
militants of the rank and file suggesting that 
the treaty would be accepted only for as long 
as it took to change it. 

In her speech Miss Doi inched the So- 
cialists along. She dropped the usual rider 
"for the time being" from her statement 
that the party accepted the treaty; she 
ambiguously said the treaty would be 
needed for the "continuity" of Japan's for- 
eign policy (for how long?). But it was disap- 
pointing stuff. It was even more depressing 


when her advisers said that this was as far 
she dared go, pointing out that her popu 
ity with the voters is a lot bigger than hi 
power base in the party. e 
That the party would even thi 
throwing away Miss Doi, who is by far i 
best vote-getter, shows the strength of 
old-fashioned ideologues. Their power 
any Socialist government must worry 
Americans—a thought the party's forwar: 
looking members have busily been trying t 
exorcise this week. Look at our new polk 
on Korea, they say. They add tha 
would not keep all nuclear-powered s! 
out, as New Zealand has done under its 
bour government. re 
The Americans are unlikely to feel r 
sured. The Liberal Democrats. are com: 
ted, like the Socialists, to the notion tha 
pan should not make or possess n 
weapons, or allow them into Japan. 
when the American navy's warships visi 
pan, the Liberal Democratic government 
tactfully forgets to ask whether they are 
rying nuclear weapons. The Socialist 
they would ask, and would ban the shi 
the Americans said yes. When asked wh 
they would do if the Americans refused 
confirm or deny, Socialist policymake: 
scratch their heads. 
Perhaps the Americans would be le 
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terested in coming to call anyway. The So- 
cialists say that Japan’s armed forces should 
not involve themselves in the defence of 
anything but Japan itself—meaning, pre- 
sumably, an end to the increasingly close co- 
operation between America and Japan in 
planning how to bottle up Russia’s Pacific 
fleet and defend the western Pacific. Miss 
Doi also wants to phase out America’s bases 
in Japan and stop joint exercises with the 
Americans. 

The Socialists’ policy on the American 
alliance may not lose them the election, 
though it is the one foreign-policy question 
that could. But unless Miss Doi can get the 
Socialists to make an unequivocal endorse- 
ment of the alliance, it will doom their 
chances of governing Japan. The centrist op- 
Position parties will simply not go into a co- 
alition with them otherwise. No wonder 
even the most despondent members of the 
scandal-plagued Liberal Democratic party 
are feeling a bit perkier. 

a 





Sri Lanka 
Agreed on a 
phoney peace 


FROM OUR COLOMBO CORRESPONDENT 


gE seven Tamil groups taking part in 
this week’s “all-party conference” on 
peace in Sri Lanka were told by the security 
guards at the meeting hall to leave their 
weapons outside. Meekly, they did. If only it 
were so easy in the country at large. 

The day after the conference, Sri Lanka 
announced that an agreement was near un- 
der which India would withdraw its 40,000 
remaining peacekeeping troops from the is- 
land by early next year. There may be last- 
minute snags, but India will go. When it 
does, the conference’s strangely peaceful 
sight—Tamil Tigers sitting down with their 
arch-enemies of the Eelam People’s Revolu- 
tionary Liberation Front (EPRLF) and ex- 
changing nothing more deadly than 
words—is sure not to be repeated. Instead, a 
fratricidal war is likely to break out in the 
Tamil north and east of the island, leaving 
the Sinhalese south, where much of today’s 
blood is being shed, in relative peace. 

The Indians had long been planning to 
leave by January. Their soldiers had been set 
an impossible task when they went in back 
in 1987. They were to disarm the Tigers but 
not exterminate them. The Tigers, who had 
no interest in giving up the certainties of the 
gun for the vagaries of the ballot, melted 
into the northern jungles to be chased fruit- 
lessly by the Indian army. More than 1,000 
Indian soldiers have been killed. Morale 
among the Indians is low, and indiscipline is 
eating its way in. The Indian army's massa- 
cre of 53 Tamil civilians in the northern 
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Waiting to go home 


Jaffna peninsula on August 2nd horrifyingly 
showed how far the rot has gone. 

India’s plan for a dignified withdrawal 
was wrecked by the impetuous speech given 
by Sri Lanka's President Ranasinghe 
Premadasa in June, in which he told the In- 
dians to get out by the end of July. India nat- 
urally dug its heels in. Mr Premadasa natu- 
rally had to back down, and now, after a lot 
of haggling, the two countries are back to 
the original timetable. 

Although he did not accomplish what 
he set out to do, Mr Rajiv Gandhi, India’s 
prime minister, is ready to withdraw because 
of the general election he faces late this year. 
Provided he is not seen to be forced out, he 
wants to leave: his opposition is getting 
enough mileage out of “India’s great misad- 
venture" that he will be happy to be rid of it. 
For his part, President Premadasa stirred up 
the dispute with India in June to seize the 
nationalist initiative from the Sinhalese ex- 
tremists known as the Janatha Vimukthi 
Peramuna (People’s Liberation Front). Now 
he realises the JvP will seize on any old issue 
to continue its campaign—so why not let 
the Indians leave in the way they want? 

The Indians will reflect bitterly on their 
experience. They came in, at Sri Lanka’s re- 
quest, to bring peace. They leave behind not 
only their own corpses and those of the 
many Tigers they have killed, but thousands 
more civilians than combatants dead. The 
political solution has solved little. The 
north-eastern provincial council to which 
power was devolved has been boycotted by 
the Tigers and their backers, and though it 
was elected in a freeish ballot it has never 
seemed to win legitimacy. India is resigned 
to a contest of force: it has been arming the 
Tigers’ rivals and allowing them to conscript 
fighters in the north-east. 

The withdrawal agreement between In- 





dia and Sri Lanka, which was expected to be 
signed over the weekend, will probably set 
up “peace committees” comprising repre- 
sentatives of the Tamil groups and Sri Lan- 
ka's security men. They are supposed to sub- 
stitute for the Indians in preserving order in 
the north-east. Some peace committee: the 
Tigers have sworn not to co-operate with 
"Indian quislings" like the EPRLE. 

President Premadasa will be left with the 
hopeless task of trying to persuade the Ti- 
gers to lay down their arms when he restarts 
the Tamil peace talks that have been stalled 
for more than two months. For the moment, 
though, he is feeling less beleaguered than 
he was during the massacre-ridden days of 
August. The Jvp guerrillas look a little sicker 
after a ruthless crackdown by the security 
forces, and he now has new IMF money un- 
der his belt. His comfort promises to be 
brief: this is a phoney peace. 





China 


The storm hits 
the coast 


FROM OUR CHINA CORRESPONDENT 


E THERE had been any lingering hope 
that China's conservative backlash 
might at least spare some of Mr Deng Xiao- 
ping's economic reforms, it evaporated this 
week. It is now clear that the government of 
Mr Li Peng has decided to wage war on the 
centrepiece of economic reform in the mid- 
1980s, the coastal zones opened up by Mr 
Zhao Ziyang. 

Mr Zhao, who was ousted as Commu- 
nist party boss three months ago, had the 
idea of freeing the commercial-minded and 
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outward-looking provinces of 
China’s coast from Beijing’s 
bureaucratic interference. The 
theory was that these prov- 
inces—places like Guangdong, 
Hongkong’s neighbour— 
should have more say over how 
their economies were run and 
enjoy a bigger slice of the 
money they earned. The zones 
were to experiment with freer 
markets and draw in foreign in- 
vestment. They would grow 
faster than the interior; but 
some of their wealth was even- 
tually supposed to seep into 
the more backward regions. 

In many ways this worked 
as intended, but at the cost of a lot of cor- 
ruption, much autonomy for the coastal 
provinces, and a revival of ancient strains 
between China’s always-poorer interior and 

coast. Now the central planners are trying 

oring the privileged provinces to heel. Mr 
Ye Xuanping, the governor of Guangdong, 
has reportedly been offered the inducement 
of a top government job in Beijing. The aim 
is to get him away from his province—and 
its military commanders, who are probably 
the army’s most restive officers. 

Mr Ye has not yet budged, but the prov- 
ince’s top trade official has been dismissed 
on corruption charges and a vice-governor is 
being investigated. The axe is swinging 
wider. lt emerged this week that the gover- 
nor of free-wheeling Hainan island, Mr Li- 
ang Xiang, who has made no secret of his 
support for Mr Zhao, has been sacked. Mr 
Wang Zhaoguo, governor of another coastal 
province, Fujian, is also being investigated 
for corruption. If Guangdong, Hainan and 
Fujian are all wrested from reformist hands, 
the conservative triumph that began with 
the attack on Mr Zhao in the spring will be 
complete. 

i The government's motive is mainly po- 
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Too many Big Birds, say the grouchy planners 


litical; but it also aims to use 
the central planner's devices to 
cool China's overheated econ- 
omy (which is at its hottest 
along the coast) Can this 
work? It did a few years ago. By 
tightening the strings of the 
central purse in the mid-1980s, 
the government was able to 
control the inflation set off 
when urban industry began re- 
sponding to the sudden stimu- 
lus of the Deng reforms. 

But in those days inflation 
reached a peak of only 8.876. 
That is less than half of what it 
has been recently; and this 
time the state's strings cannot 
pull so tightly. One reason is that govern- 
ment now controls only 6096 of the nation's 
construction market. The rest is controlled, 
in the words of China Daily, 
“mostly by processing 
industries . . . running wild in 
the hands of collectives or pri- 
vate businessmen." A second 
reason is that as much as 40% 
of the money supply is cash in 
hand, or under a straw 
mattress. 

Then there is politics. In- 
flation has soared so high in 
the cities that even the most 
determined ideologues lack the 
nerve to abolish subsidies to 
factories and their workers. In 
the first half of this year state 
firms lost 6.7 billion yuan, 
($1.8 billion) more than in all 
of 1988. Yet none went bust, 
and their wages, salaries and bonuses were 
14.296 higher than in the same period last 
year. Even when the squeeze on credit does 
work, it slows production and creates short- 
ages—which, in turn, increases inflation, 
pushes factories further into loss and threat- 


> 











ens the horrors of stagflation. = 
The hopeful think it could take another 
two years before the economy is under c 
trol. With inflation soaring to heights last. 
known before the communist revoluti 
that is an uncomfortably long time. It may 
also be an underestimate. Austerity has al- 
ready been official policy for a year, but re- 
ports to the National People’s Congress by 
the deputy prime minister, Mr Yao Yilin 
and the finance minister, Mr Wang Bing- 
qian, show that progress has been both slow - 
and patchy. Industrial output in the first 
half of 1989 was still 10.8% higher than in 
the same period last year; and the infla rion 
rate on an annual basis was 25.5%. The con 
solation was that June was better than Janu- 
ary, with the annualised rate dropping from 
27% to 21.5%. { 
Nature may still give heart to the gov 
ernment. The early rice and summer grain 
harvest was 93.5m tonnes, 
3.5m bigger than last year. But 
the autumn harvest will have 
to leap by 12.5m tonnes to. 
reach the target of 410m for all 
of 1989; the government be- 
lieves this is unlikely. Even less 
likely is the target of 425m. 
tonnes for next year. If the tar- 
gets are missed, China will 
have to spend more of its pre- 
cious foreign exchange to im- 
port grain—not a happy pros- 
pect when a clump of loans in 
the foreign debt of $40 billion 
(it was only $15 billion in 1985 
comes due in the next two 
years. Those loans may not be 
rolled over. The assault on the | 
coastal provinces—the only places in China - 
that foreign investors are interested in— 
shows that Mr Deng’s famous “open door” 
is now firmly shut. x 











Malaysia g. 
In shape 3 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


R MAHATHIR MOHAMAD, je 

sia's prime minister, is being nursed 
back to health by his wife, also a doctor. The 
prime minister had a coronary bypass opera- 
tion in January. He still cannot eat some of 
his favourite foods, but he looks fit. 
needs to be. The prime minister is doing. 
some nursing of his own, trying to get his 
United Malays National Organisation 
(UMNO) in shape to fight an election. i. 

UMNO is looking good again after two- 
bad years. It was ripped apart in 1987 when. 
Mr Razaleigh Hamzah, backed by UMNO's- 
much-admired founding father, Tunku 
(Prince) Abdul Rahman, led a breakaway 
faction out of the party. The group formed a 
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new party, now called the "Spirit of '46"', 
that threatened UMNO's stranglehold on the 
votes of the ethnic Malays. The Spirit of '46 
‘won support among professionals in the 
capital, Kuala Lumpur. It managed to take a 
couple of by-elections and even got the 
courts to declare UMNO an unlawful orga- 
nisation. The two new parties (Dr 
Mahathir’s is technically called New UMNO) 
have been fighting ever since over the old 
party’s assets and huge membership. 

Dr Mahathir has spent the past year try- 
ing to rebuild his party and gain a decisive 
advantage over its rival. The theme he has 
been stressing is that “Malay unity” —an 
idea as important to many Malays in this 
ethnically split country as Islam is—must be 
preserved. The theme seems a good one. 

One sign of this is that Mr Musa Hitam 
is again giving his full backing to UMNO. Mr 
Musa is a very senior figure. He was deputy 
prime minister (and Dr Mahathir’s pre- 
sumed successor) from 1981 to 1986, when 
he suddenly announced he had "irreconcil- 
able differences” with the prime minister 
and resigned. After that he dallied with Mr 
Razaleigh, whom he supported on a couple 
of occasions, before returning to UMNO early 
this year. Last month Mr Musa was made 
special envoy to help prepare the Common- 
wealth meeting in Kuala Lumpur in Octo- 
ber. Now he is to become Malaysia's repre- 
sentative at the United Nations. He is 
already looking beyond that to a return to 
the cabinet. 

His rivals for the UMNO succession 
would not like that, but with the vote-get- 
ting Mr Musa once again firmly on the gov- 
ernment's side the Spirit of '46 will be flag- 
ging. It was not doing well anyway. Of the 
seven by-elections held since the old party 
split, Dr Mahathir's men have won five. Nor 
can the opposition play on the usual dis- 
gruntlements. Malaysia's economy is pick- 
ing up. Foreign direct investment in the first 
half of this year was M$4.7 billion ($1.7 bil- 
lion), almost double the figure for the same 
period last year. The economy is expected to 
grow by 896 this year, with manufacturing 
up 1596. 

A victory for UMNO, though, is by no 
means certain. Mr Razaleigh has not won 
many seats, but he has consistently won 
around 40% of the vote. And UMNO has 
some scandals to contend with. One promi- 
nent politician, who courts the Islamic vote, 
secretly married the daughter of a sultan. 
This is considered disgraceful, and the sul- 
tan is objecting loudly. 

The political gossips speculate that Dr 
Mahathir will call a snap election in Novem- 
ber. Then again, now that he has Mr 
Razaleigh on the run he may wish to wear 
him out a bit more before dragging him be- 
fore the voters. Either way, the doctor is 
proving what a full and satisfying life you 
can have after a coronary bypass. 


————À— S 
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Hunting for Ona 


Papua New Guinea 


Copperheads 


FROM OUR AUSTRALIA CORRESPONDENT 


NASTY little fight in a tiny little place 

got nastier this week. It could turn the 
fight—over autonomy for the island of Bou- 
gainville, a part of Papua New Guinea—into 
a separatist war. 

On September 1 1th Mr John Bika, a 39- 
year-old minister in Bougainville's provin- 
cial government, was murdered. He had 
been due the next day in Port Moresby, Pa- 
pua New Guinea's capital, to sign an agree- 
ment that would have given Bougainville's 
residents a bigger financial stake in the cop- 
per mining carried out on the island. 

He was killed by people who want inde- 
pendence for Bougainville. Since May 15th 
they have kept the Panguna copper mine 
shut down. When it is open, the mine ac- 
counts for 296 of world copper production, 
45% of Papua New Guinea's export earn- 
ings and 1796 of the national government's 
revenue. The militants, armed with bows 
and arrows, a few guns and explosives stolen 
from the mine, want the mine to stay shut. 
They are demanding 10 billion kina ($11.5 
billion) in compensation for damage to their 
land. Their leader, Mr Francis Ona, a for- 
mer mine surveyor, also wants secession. 
The island's people, who feel they are re- 
lated to the Solomon islanders next door, 
have long sympathised with him. 

Few took Mr Ona's campaign seriously 
until he started attacking the mine and kill- 
ing people. The mine depends on a large ex- 
patriate workforce and a power line which 
snakes 12 miles through the jungle-clad 
mountains. It is nearly impossible to defend 
from sabotage. With half of Papua New 
Guinea's army deployed on the island, how- 
ever, the mine owners were reluctantly per- 
suaded to reopen it on September 5th. It 
was shut down again eight hours later, after 





rebels attacked a busload of workers. 

The country's prime minister, Mr R; 
bie Namaliu, put great faith in a deal. ___ 
proposed a compensation package to send 
more government money into the island, 
and to let the islanders buy a 1096 stake in 
the mining company. This offer seemed to 
have swayed the local government and the 
islanders, who have grown weary of the vio- 
lence that has killed 35 people. 

The murdered Mr Bika was the most im- 
portant man to have been persuaded: he 
had been considered more sympathetic to 
the rebels’ demands than any other local 
government official. Mr Namaliu will have 
to think hard what comes next. His frus- 
trated army wants to be turned loose on Mr 
Ona. That would be risky, but conciliation 
alone may have had its day. 





Burma 
Vote at your peril 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


Wwe it’s one way of preparing for an 
election. Burma’s military govern- 
ment is emptying the prisons of criminals to 
make room for its political opponents. More 
than 17,000 convicts were set free last 
month; thousands of political activists have 
been put behind bars. Accusations are rife 
that many have been given electric shocks or 
beatings during questioning. 

The election is not due until next May, 
but the campaign began last spring. Then, 
in July, Burma's two most popular opposi- 
tion leaders were put under house arrest. No 
one has heard since from Miss Aung San 
Suu Kyi or her colleague, General Tin Oo, a 
former defence minister. 

Support for Miss Suu Kyi may never 
have been higher, but then neither has fear 
of showing it. Late last year the government 
legalised political parties. About 200 sprang 
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A future-oriented corporate structure is 
the challenge of the market place. But re- 
organization of the financing and ownership 
base requires a bank of truly uncommon 
caliber. 


For corporate restructuring, we supply 
more than merely money. 


In any undertaking of such complex- 
ity, “financial engineers” are a must. The 
BHF-BANK Group supports you in the plan- 
ning and implementation phase through 
its merger and acquisition consultancy 
“Frankfurt Consult” as well as through its. 
specialists in London, New York and Tokyo. - 
In the sale or purchase of companies and 
holdings, in management buy-outs and in 
the acquisition of investment capital. The 
BHF-BANK Group, furthermore, acts as your 
entrepreneurial partner, supplying the know- 
how and the capital instrumental to goal 
achievement. 

Financial strategy expertise, however, is 
not all it takes to make a bank a partner for 
the discerning customer. Equally important 
are a service-minded approach and custom- 
ized problem solutions - the style of a 
merchant bank, which BHF-BANK has culti- 
vated for more than 100 years. 
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—— up, half of them allied to Miss Suu Kyi's Na- 
—— tional League for Democracy. Now they are 
- cowed. Military courts are convicting people 
for disrupting “law and order’’; teachers are 
being sacked for backing opposition parties. 
Mere voters fare little better. According to 
one diplomat, anyone who wants to register 
to vote must fill out a 20-page form that in- 
cludes plenty of personal questions. 
The other kind of opposition is still 
- growing, though so far to no effect. Thou- 
sands of students scared of being arrested 
for their part in huge anti-government dem- 
onstrations last year are heading for the rela- 
tive safety of the Thai border. Students who 
fled there last year are now trained guerril- 
las, having discarded their longyis for uni- 
forms and wooden sticks for guns. 
The government, still run from back- 
stage by General Ne Win (in power for 27 
= years), energetically hectors its opponents. 
— The forbidding Brigadier-General Khin 
— Nyunt, head of military intelligence, also 
— runs the propaganda machine. Last month 
— he delivered a six-hour harangue to a cap- 
- tive audience of journalists, telling them 


that Miss Suu Kyi's party and last year's 
demonstrations were organised by the com- 
munists. Castro-like, he upped the discourse 
to seven hours in a speech on September 
9th in which he railed against interfering 
foreign embassies. His special target was the 
Americans, who do not hide their sympathy 
for the democracy movement. 

Ordinary people find little solace in 
their daily life. Burma's foreign investment 
code has been liberalised, and private busi- 
nesses banned for decades are—on paper 
anyway—allowed again. Nothing has hap- 
pened. Rice prices have doubled since the 
beginning of the year, mainly because Bur- 
ma’s currency, the kyat, is worthless. Farm- 
ers would rather hoard rice or smuggle it to 
Thailand than sell it for kyat. Price controls 
on pork mean that at the official price you 
can buy some trotters and snouts; decent 
cuts are found only on the black market. 
Many Burmese think wistfully that perhaps 
Ne Win will die soon, or that the dissident 
officers the army is said to harbour will at 
last rebel. But hope, like other commodities 
in Burma, is in short supply. 





South Korea 


E 


E f. FROM OUR EAST ASIA CORRESPONDENT 


— YT MAY not make much economic sense, 
_ A but the political case looks compelling to 
— South Korea's President Roh Tae Woo. Like 
Tokyo and Taipei before it, Seoul is suffer- 
ing enormous rises in the prices of land and 
housing. The distortion of asset values, pop- 
ular anger over windfall gains: these are 
_ problems Mr Roh could easily do without. 
2 in the parliamentary session that begins 
~ on September 18th he will be backing mea- 
= sures that would put in place some of the 
world's stiffest controls and heaviest taxes 

on land ownership. 
The details are still being worked out in 
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And worth a million 
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- Land to the dweller 


smoke-filled rooms. But their general shape 
seems clear. There will be a prohibition on 
any individual owning more than a certain 
amount of land in urban residential areas 
(the guess is around 7,000 square feet) with- 
out incurring heavy penalties. A capital- 
gains tax will be levied every three years on 
increases in value above a certain level (the 
guess is a 5096 rate on increases above the 
national average), whether or not the land is 
sold. In addition, property taxes may be lev- 
ied on market value instead of assessed value 
(which is sometimes only a tenth of what the 
property is worth). 





Demands for social justice have long 
been shouted in Korea's turbulent politics. 
They are being heard more loudly as house 
prices have shot up over the past two 
years—especially from Seoul's lower-middle 
classes, who are becoming convinced that 
they will never be able to afford a home of 
their own. Official statistics say prices have 
risen some 2096 in the past year; in some 
parts of the capital they have doubled. 

Newspapers attribute the rise to evil 
speculators, but the real reason is that rising 
demand has crunched against artificially re- 
stricted supply. People have moved in 
droves from the countryside to Seoul; the 
city now houses 40% of the country's popu- 
lation, compared with 2896 ten years ago. In 
some areas of southern Seoul, people have 
been prepared to pay well over the odds to 
live in a neighbourhood that has a top-class 
high school for their children. 

And the supply restrictions? Thank 
some of the government's dreadful policie 
It has, for instance, controlled the prices v. 
new houses, thus driving out builders. It has 
tried to create housing for the poor by sell- 
ing government-built houses to them at a 
discount. A lively secondary market has 
sprung up, with middle-class housewives 
buying the subsidised dwellings and selling 
them at a handsome profit a few days later. 

Showing signs of desperation (ministers 
have been fired for failing to stop the rise in 
house prices), Mr Roh's government earlier 
this year announced that it would spend $6 
billion to build two huge new satellite cities 
near Seoul. They are supposed to provide 
more than 700,000 new housing units. 

In parliament, the opposition parties 
have been mischievous rather than desper- 
ate. They have pushed relentlessly for a 
soak-the-rich land-tax policy, knowing that 
the government will suffer the wrath of the 
rich if it succeeds. Mr Roh’s Democratic Jus- 
tice party, which is outnumbered in parli- 
ment, has been wary of legislation because 
cannot afford to put out the property-own- 
ing classes who are its natural supporters. 

President Roh has tacked skilfully be- 
tween the two interests. Economists at the 
government's Korea Development Institute 
reckon that the new law will actually catch 
less than 596 of the population. They hope, 
though, that it will discourage companies 
from speculating in land, an activity that is 
proving more fun than making things. 

Any real relief is likely to be far off. 
Seoul is growing much faster than the rest of 
the country. Hence the plan to help even 
out development by building a high-speed 
railway that might eventually run south all 
the way to Pusan. And if the government 
really wants to attack fast-in-fast-out land in- 
vestors, it has yet to take the decisive step: 
force people to use their real names in finan- 
cial transactions. That might bring a dash of 
good sense to the stockmarket, too. 
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NATURAL HISTORY 





Living abroad may mean sunshine, good 
living, high salaries and lower taxes - but it 
also means no BBC Television. But now, the 
BBC puts this right with a new service, 
BBC Video World. 

Every two weeks, an exclusive compil- 
ation will capture the unique character and 
quality of British television on a three-hour 
video tape - in your local format. It will only 
be available on subscription direct from us. 

Anyone, anywhere, can be watching the 
best of our television just days after it’s seen 
in the UK. 

(Devised to satisfy Britons abroad pining 
for quality viewing, BBC Video World will also 
prove a winner with busy people in Britain 
who don't want to fiddle with video timers.) 

So what’s going to appear on BBC Video 
World? In short, a superb selection of current 
television. 

It’s a safe bet that subscribers will not go 
short of impartial and intelligent news and 
analysis, the cream of plays and drama 
series, side-splitting humour and sport - with 
club rugby, cup soccer and county cricket. 
And because it’s the BBC, natural history 
will always be in the frame. 

Each edition comes in its own rigid library 
case and builds into a chronicle of the year’s 
events and a collection of unmatched tele- 
vision entertainment that you can watch 
again and again. (We hasten to point out 
that there will never be repeats on BBC 
Video World!) 

Subscribers will also receive a genuinely 
exclusive magazine to provide stories behind 
the programmes and act as a ‘Points of View’. 

A year's subscription includes 26 videos, 
six full-colour magazines plus insurance and 
express delivery to your door - no matter 
where it is on earth. 


> ENJOY THE BEST OF BRITISH TELEVISION 
: NO MATTER WHERE YOU LIVE 


The content shown will not necessarily appear an the videos or in the magarines. Service available from April, 1989. 



































TO: BBC Video World, Subscription Services, PO Box 177, Basingstoke, Hampshire RG24 OFG, UK. 
"Gy'susscmBE TODAY | rises 
RING THE FREE 7] Please send me more details of BBC Video World 
o r^ R T E [_] Please opena [24 months []12 months [ ]6 months subscription to BBC Video World. 
U 
0800 44 41 41 Title Initials Name 
IN AUSTRALIA (BLOCK CAPITALS PLEASE) 
0014 800 125 777 Address d E E 
IN USA : - 
1 800 247 8979 -——— —— — - —— 
IN HONG KONG Town HERO Sa Sa UI uud = Postcode = = ie 
008 2248 : ‘ 
IN JAPAN State/Prov ___ Country Eee eS - 
00 31 44 40 09 PAYMENT 
IN CANADA [I enclose a Sterling Cheque/International Money Order for 
1 800 363 4128 [15585 (24 months) [8295 (12 months) ( $180 (6 months) made payable to BBC Video World. 
Outside these countries orders may be phoned at DL Please debit my go Visa [1 Amex L1 Access oO Diners 
your expense on zits zye 
44 272 217211. MN[TITTITIIIITIITIIT] ipy 
Please have the following information ready when E 
you call Credit Card details and subscriber's full Signed E Date bi T: 
name and address. Quote ref. WTEO4 (If subscription is a gift please enclose subscriber's name and full address on a sheet of paper.) WTEO4 
Each tape will carry a maximum of 7'^ minutes advertising of interest to Britons abroad which will not interrupt the programmes. Service not available Lo South Africa 
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To subscribe, for yourself or as a truly orig- 
inal gift, return the coupon or, better still, 
ring the free Orderline. Do it now to ensure 


vou don't miss the valuable first edition. 


E 


BBC VIDEO 
WORLD 





iKYLINES, LIMEHARBOUR, LONDON E14 9TS, UNITED KINGDOM 
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David or Goliath? 








Size has little to do with brain power in busi- 
ness. Nor with the qualities that separate a 
good bank from a great one. What wins bat- 
tles is creativity, enthusiasm, efficiency and 
standards of personal service, Skills that 
tend to be associated more with a smaller 
bank than with the bureaucracy of an 
international giant. 

Creditanstalt doesn't rank among the ten 
largest in world banking: but we have 
achieved pre-eminence in Austria. Our 
steadily increasing list of clients has 

chosen us for our abilities, our attitude, our ' 
geographic strengths and our imaginative - 
solutions to their financial problems - not for 
our bulk! 


CREDITANSTALT 
Austria's leading bank. l 
Head office: Schottengasse 6, A-1010 Vienna, 


Tel. (0222) 531 31/1151, Fax 535 02 03 


London oftice: 29, Gresham Street, Londón EC2V 7AH, 
Tet. (1) 822 2600, Fax (1) 822 2663 


New York office: 245 Park Avenue, New York, NY 10167, 
Tel. (212) 856 1000, Fax (212) 856 1234 


Hong Kong office: Exchange Square Tower.ill, 
28th Floor, 8 Connaught Place, Central, Hong Kong, 
Tel. (5) 868 3111, Fax (5) 868 5115 


Further offices in Atlanta, Berlin (GDR), Budapest, Buenos 
Aires, Dubai, Milan, Moscow, Prague, San Francisco, Tokyo. 
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AMERICAN SURV 


WASHINGTON, DC 


WAR JOHN MAJOR, Britain's new for- 

| eign secretary, spent most of his first 
official visit to America talking about Eu- 
rope. It is a reflection of how much Ameri- 
can policy towards Europe has changed that 
Britain's “special” relationship now re- 


“quires it to be a good European. Mr Major's 


. *»eech to the Economic Club of New York 
` n September 12th was one long attempt to 





“paint Britain in American eyes as fully com- 


mitted to European integration: “The sug 
gestion that we have been an obstacle to 
monetary co-operation is bizarre . . .as so of- 
ten, we have led Europe”. 

Britain, it is said, has threatened to 
make itself useless to its ally by its differences 
with its European partners. Ámerica, it is 
said, now wants to cut out the middle man 
and make friends with Europe itself. The 
idea: took root during President George 
"Bush's two trips to Europe, when he paid 
more attention to West Germany, to keep it 
in line on short-range nuclear weapons, and 
to France, his summit host, than to the old 
flame, Britannia. 

Reports of the death of the special rela- 
‘tionship. miss the point. Mrs Margaret 
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Who's afraid of Europe, now? 


Thatcher has lost her role as the only Euro- 
pean who could get through to Ronald Rea- 
gan, along with her role as an embattled fel- 
low-conservative in a socialist world. Nor is 
Mr Bush, perhaps, quite such a patient lis- 
tener. But there are no serious disagree- 
ments between the two leaders—who know 
each other well—or the two countries. Mr 
Bush’s lieutenants like Britain’s free-trade, 
free-market stance in intra-European argu- 
ments. America, insofar as it needs a special 
relationship with Britain (which is not very 
far), will keep it. 

What has changed is the administra- 
tion's view of Europe. By the end of the Rea- 
gan administration, American worries 
about "Fortress Europe" had begun to 
drown out all other views on the European 
Community coming from the administra- 
tion, businessmen or the echo-chamber on 
Capitol Hill. A Euro-diplomat in Washing- 
ton says that he found that pro-European 
views in the top echelons of the Reagan ad- 
ministration were no match for the out- 
bursts of polemics from lower down. 

That has all changed. Mr Lawrence 
Eagleburger, the deputy secretary of state, 
told a Senate hearing in June that the single 
market is “emphatically in our 
interest"— something that is not self evi- 
dent to the American public—and that he 
was cautiously optimistic it would result in a 

“more vibrant, deregulated, wealthy and 
_ open market". Mr Bush made the same 
noises in his Boston University 
speech in June. Both gave the 
conventional reason why 1992 
was in America’s interest: a self-confi- 
dent Europe is a Europe more likely to 
help maintain peace and security. But 
théy said this with more conviction 
than it has been said before. 
Mr Bush's cabinet members, who came 
to office talking tough about trade—all 
"crowbars" and “seats at the table" —have 
moderated their views for several reasons. 
The most important was the European 
Community's change of heart on the bank- 
ing directive. Mr Leon Brittan announced in 
the United States in May that the EC would 
no longer demand reciprocity for the new 
freedoms of Europe's banking laws but 
would treat American bànks in Europe 
more or less as it treats its own. This not 


only laid to rest fears in an influential in 
try but also conveyed the message tha 
rope was open to American persuasion. T 
United States already had a seat at the t 

“We are encouraged to see," said Mr E 
gene McAllister, assistant secretary of stat 
for economic and business affairs, 
thanks in part to the adminístration's t: 
and forceful reaction...the Commissior 
revised the directive.” Mr Ro 
Mosbacher, the commerce secretary 
lowed that with a successful bid to be 
on the issue of standards. 

Yet American fears of Fortress Eui 
are not entirely laid to rest. They have be 
rising again in recent weeks, especially 
the broadcasting directive that sets qu 
“where practicable” for the Europea 
tent of television programmes. These qu 
are especially offensive because they a! 
market in which, in Mr McAllister's wi 
the United States has been “phenome: 
successful". Mrs Carla Hills,” Ame 
trade representative, found a brick w: 
Brussels on the subject this week and pas 
on her displeasure to the Wall Street Jo 
nal. 

The issue illustrates one reason wi 
special relationship with Britain survis 
Britain’s opposition to the broadca 
quotas reflects not only a similar co 
ment to free trade but also similar self-int 
est as the main European exporter of tel 
sion programmes to the United States. ' 
administration has asked Britain for help 
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fighting the quotas. This is the kind of bro- 
ker role Britain still hankers to fill. 

The more Mr Bush comes to accept Eu- 
ropean unity, the less he will want to be asso- 
ciated in European minds with an intransi- 
gent Britain that blocks integration. But, for 
now, America finds itself on Britain’s side in 
the arguments that matter to it. According 
to one administration official, the coin- 
cidence of views between Britain and Amer- 
ica on such issues overrides any damage that 
might result from intra-Community argu- 
ments over monetary union—which is of lit- 
tle concern to Americans. 

Most American officials now accept, as 
they did not accept before, that erecting ex- 
ternal barriers is neither the Community's 
goal nor an inevitable result of lowering in- 
ternal barriers. American businessmen now- 
adays have more modest expectations of 
1992 than when the hyperbole first hit 
them. A survey by Peat Marwick in June 
found that only 22% of American chief ex- 
ecutives expect a single market to exist by 
the end of 1992. An increasing number of 
people are now inclined to see 1992 as a cun- 
ning scheme to lure investment to Europe 
through high-pressure public relations. 

American businessmen reacted to 1992 
much faster than did American politicians. 
A survey in March found that 60% of big 
companies have launched internal surveys 
to see how they can adjust to the changes. 
The Peat Marwick survey found that one- 
third were already taking action. lf the 
proliferation of conferences on 1992 is any 
guide, the subject is of burning interest to 
executives: the American Chamber of Com- 
merce this week published a detailed manual 
on lobbying in Brussels. If opinion polls are 
any guide, it is of zero interest to the public. 

Congress, reacting to public opinion, 
cannot make up its mind whether 1992 is a 
good thing or a bad. The administration, on 
the other hand, having decided it likes the 
plan, is determined to enjoy its implementa- 
tion. It is growing comfortable with the idea 
of dealing with Brussels rather than with na- 
tional governments, especially on global is- 
sues such as terrorism, narcotics and the 
environment (the Montreal agreement on 
the ozone layer owes much to the EC acting 
as a unit, says Mr Eagleburger). 

The administration was happy to leave 
the co-ordination of aid to Poland in Euro- 
pean hands. As Mr Bush said in Boston, a 
unified Western Europe can be a (surro- 

? LIT ” . 
gate?) "magnet" to guide Eastern Europe 
into pluralism and free enterprise. But 
whether Congress is ready for a contrary 
and headstrong Europe’s views on such 
controversial issues as the Middle East is 
doubrful. 

Part of Mr Bush’s enthusiasm stems 
from his more modest view of America’s 
role. Mr Eagleburger told a Senate Foreign 
Relations sub-committee that "our eco- 
nomic and political position in the world, 
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still eminent but not dominant, does not so 
easily permit the luxury of unilateralism.” 
Mr Bush is less defensive than his predeces- 
sor was to threats from outside. Where Mr 
Reagan tended to whip up fears of the mob 
at the gates, whether they were Nicaraguan, 


Soviet or Japanese, Mr Bush has soothed 
such fears. He has resolutely resisted the 
temptation to play demagogue to Chinese 
repression. It is in this spirit that he has pre- 
sided over a calming of anxieties about the 
unification of the European market by 1992. 
a 





New York 
Racial peace? 


NEW YORK 


er AM the guy who brings people to- 
gether,” boasted Mr David Dinkins on 
Tuesday night as he became the first black 
man to win a New York Democratic primary 
for mayor. And he is right. After a campaign 
dominated by race, Mr Dinkins won be- 
cause all races voted for him. 

The Manhattan borough president de- 
feated Mr Ed Koch, the three-term incum- 
bent, by a wider margin than had been ex- 
pected. He took 5196 of the vote, to Mr 
Koch's 4296. Demography helped Mr 
Dinkins. As middle-class voters flee to the 
suburbs to escape crime, drugs and high 
taxes, New York, like other large cities, is in- 
creasingly left to the poor, who tend to be 
black. 

But this alone would not explain his vic- 
tory (blacks account for more than 3096 of 
New York's enrolled Democrats). In addi- 
tion to the black vote, he got about one- 
third of the white vote, including a quarter 
of the Jewish vote. And he did so despite the 
fact that Mr Koch himself is Jewish—and 
with the liability chat Mr Dinkins got help 
from the Rev Jesse Jackson. 

Mr Dinkins owes his success to white 
New Yorkers' fear of racial tensions—and 
the guilt that many of them feel. He over- 
came their fears because he is a mild-man- 
nered man who is accepted as a benign, gen- 
tlemanly black. By contrast, Mr Koch always 
came through as divisive. And the mayor's 





A gentleman who'll cool it 


campaign was hampered from the start by a 
core problem: he dared not attack Mr 
Dinkins directly for fear of seeming racist. 

He lost the race after the latest incident 
in a series of racial horrors. Yusef Hawkins, 
a 16-year-old black boy, was killed on Au- 
gust 23rd in Bensonhurst, an Italian-Ameri- 
can neighbourhood of Brooklyn, by a bav- 
ing mob of white youths. The dead boy 
crime was to have gone to the area to look at 
a second-hand car for sale. His misfortune 
was to have been mistaken for another black 
boy who had been having an affair with a 
local girl, thereby threatening the manhood 
of the local bigots. Many non-black voters, 
appalled, wanted to expunge their collective 
guilt. 

But Mr Dinkins’s success has a positive 
side, too. It shows that New Yorkers ur- 
gently want to defuse the ugly atmosphere 
that hangs over the city. The pent-up anger 
and growing hostility between the races are 
obvious to anybody who walks the city 
streets. New Yorkers are pleading, “cool it”. 

Mr Dinkins understands this. Speaking 
to the television cameras, over the heads of 
his mainly black audience, he said: “You 
voted your hopes and not your fears." He 
will continue to preach reconciliation in his 
campaign to defeat the Republican nomi- 
nee, Mr Rudolph Giuliani, a former feder ' 
prosecutor. Mr Giuliani beat Mr Rona 
Lauder, heir to a cosmetics empire, by a mar- 
gin of two to one. 

Short of a big blunder, Mr 
Dinkins should win easily in 
the November election. New 
York will then join a host of 
big cities—Los Angeles, At- 
lanta, Detroit—run by a black 
mayor. His main disadvantage 
is that he has little proven ex- 
ecutive experience. He is also 
thought to be a bit too friendly 
with the trade unions, who 
backed him strongly. 

But Mr Giuliani came 
through as something of a self- 
righteous zealot: a man who 
might be more at home in the 
Jesuit priesthood (for which he 
once trained) than deep in the 
muck and compromises of city 
politics. His anti-crime clean- 
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U$ DOLLARS 2: STER£ING- 
MONEY MARKET CHEQUE ACCOUNTS 


Are you looking for an offshore 
account based in Jersey offering- 





Up to dote rate of interest available by telephoning Bank of 
Scotland, Jersey 0534-39322. 
Simply complete the coupon and enclose your cheque. An 









4 acknowledgement of your deposit will be sent by 
e High Rates of Interest return and your cheque book will follow a few 
Q No notice of withdrawal days later. 
Q A cheque book facility 
3 TPA S 
@ Interest paid gross (tax free) iod ades 
A Money Market Cheque Account 


with Bank of Scotland and Bank of 
Scotland (Jersey) Ltd provides 


750% B 7.76% 


"Applied Rate US $ * Compound Annvol Rate d 
that and more ... (CARI US$ 4 
@ Deposits accepted in Sterling or US$ 12.60% LEE k 
) pe o 13.35% 3 
@ Minimum deposit is £2500 or x 3. 
US$5000 "Applied Rate Sterling bi erect Si Rate - 
AR) Sterling 
@ Interest is calculated daily and "Interest Paid Gross- Applied Rate=Compound y 
applied monthly US DOLLARS OR STERLING — Rate (CAR), — rates may vigi vim 
A " e c ELPA page iqq t i i j 
í Statements issued quarterly THE BEST OF BOTH WORLDS ' "ius balonos beng Gaede 


Bank of Scotland wos constituted in Edinburgh by Act of Scots’ Parliament in 1695. Bank of Scotland Proprietors’ Funds (poid up copital ond reserve) as at 28th Februory 1989 were 
£826.0 million. Bank of Scotland (Jersey) Ltd was incorporated ond is situated in Jersey ond is a wholly owned wibsidiory of Bank of Scotland. The paid up capital ond reserves of 
Bonk of Scotland (Jersey) Ltd as at 31st December 1988 were £3.3 million. Copies of the Annual Report and Accounts of Bank of Scotlond ond of its subsidiory Company, Bonk of 
Scotlond (Jersey) Ltd ore available from Bank of Scotland, PO Box 588, 4 Don Road, S! Helier, Jersey or from Bank of Scotlond, Head Office, The Mound, Edinburgh EH) 1YZ 


- 
Deposits mode in Jersey with offices of Bank of Scotland ond Bank of Scotland (Jersey) Lid are not covered by the Deposit Protection Scheme under theflonking Act 1987. 






































To Bank of Scotland Money Market Accounts Centre, I/We enclose my/our cheque for £ (minimum £2,500) 
4 Don Road, St Helier, Jersey. mode payable to Bank of Scotland. 
\/ We wish to open a Money Market Cheque Account. I/ We enclose my/our cheque for US$ (minimum US$5000) 
\/We are aged 20 or over (Please complete in BLOCK CAPITALS). made payable to Bank of Scotland (Jersey) Ltd. 
Should the cheque not be drawn on your own Bank Account, please give 
| FULL NAME(S) details of your bankers. | 
MY/OUR BANKERS ARE BANK E 
| ADDRESS zi BRANCH | 
| SIGNATURE(S) ACCOUNT NO __ = | 4 
o n RUREEUEYHEMMAER E = SKS BANK OF SCOTLAND | 


Ti p deena ya all oe must sign the application but only one signature ~ AFRIEND FORLIFE FRIEND FOR LIFE 
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|THE WORLD BANK __ 


Recent titles on Africa. . . 
‘Poverty, Adjustment, and Growth in Africa 


Ismail Serageldin 


‘A survey of World Bank efforts to alleviate poverty in Africa, focusing on 
income distribution, hunger, basic needs, the status and roles of women, the 
environment, debt, culture, institutions, demographic pressure, and regional 
~ income disparities. An annex to the report examines the social dimensions of 
-poverty alleviation and structural adjustment in 21 countries. 


ISBN 0-8213-1214-6, £6 
Africa’s Adjustment and Growth in the 1980s 


This report offers evidence that the economic prospects for Sub-Saharan Africa 
are better than often supposed. It details three important signs of growth and 
recovery since 1985 and also examines many of the problems that continue to 
plague the region. 


ISBN 0-8213-1197-2 (English) ISBN 0-8213-1202-2 (French), £6 


Successful Development in Africa 
~ Case Studies of Projects, Programs, and Policies 
_ ISBN 0-8213-1163-8, £10.75 


. Kenya: The Role of Women in Economic Development 
£10.75 


; Fertility in Sub-Saharan Africa 
Analysis and Explanation 
ISBN 0-8213-1208-1, £8.95 











_ Mrica's Public Enterprise Sector and Evidence of Reforms 
ISBN 0-8213-1164-6, £6.25 





Agricultural Extension in Africa 
ISBN 0-8213-1195-6, £10.75 





The Challenge of Hunger in Africa 
Available in English and French, £6 










Please mail to: THE ECONOMISTS’ BOOKSHOP, Clare Market, Portugal Street, London WC2A 2AB. 


.Costofbooks 1 5^ .£ : . Card number: 











P : £: : . 
(ibook Ei .95 + 75p for each additional book) Expiry date: 
Registration (£1.40 if required) £ : Name: 
TOTAL £ : Address: 

O 1 enclose my payable to The 

Economists’ Books: 
D Please send me a proforma invoice 
Dj Please charge my Access/American 

Express/Visa card Signature: 


US customers may obtain in- 
formation on prices in US dol- 
lars and payment terms b 
contacting World Bank Publi- 
Box 7247-8619, 
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EBOOK SHOP § 


cations, 
Philadelphia, PA 19170-8619, 
ae or by calling 201-225- 





- Mark number of copies required beside each title above, complete details below and return ad as order form. 




























Strategy and performance analysis 







UK BROADCASTING INDUSTRY 


DATABANK is pleased to announce the 
publication of its first CompeTitors Report on 
the UK BROADCASTING INDUSTRY 
This study deals exclusively with companies 
and groups involved with commercial radio, 
television, cable and the satellite business in 
the UK, defined as Broadcast— 
Communications—Organisations (BCOs). 

The report presents, through Databank’s 
established methodology, the profit potential 
of this £3.8bn business, the relative strengths 
of competitive forces and the key factors for 
success. 

STRATEGIES persued by the leading 
players are assessed in detail, strengths and 
weaknesses are compared to actual financial 
performance. From this emerges a picture of 
Leaders (“horses”).and Followers (“crabs”). 


Figure 5: Comparison of KSF ranking with 
actual performance 
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FORECASTS for the short and medium term. 
are based on interviews with leading players. 
56 companies and groups involved in the 
business are profiled in a separate section of 
the report. 

Over 450 pages and 90 tables of essential data 
and analysis create a comprehensive source 
book on business and performance trends in 
this major UK industry. 

For further details on these or any other 
Databank publications, just fill in the coupon 
below. | 
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[Retura to; Joe Terreni, Databank Ltd, 26/40 
Kensington High Street, London W8 4PF or call 
[Patak on 01-938 1001, Fax: 01-937 0707. .] 
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government theme is attractive—but, at this 
moment, it may matter less to multi-ethnic 
New York than the theme of racial peace. 

Mr Giuliani may also have miscalcu- 
lated in trying to win the liberal vote. Liber- 
als, after all, are much more likely to vote for 
Mr Dinkins. And conservatives have been 
alienated. In November they could decide to 
vote for Mr Lauder, who says he will run as 
the Conservative party’s candidate—and is 
delighted to be able to spoil Mr Giuliani’s 
chances. 





Congress 


Frankly speaking 


WASHINGTON, DC 


TEVER its contents, the presi- 
dent’s drugs package has provoked a 
nor frenzy on Capitol Hill about how to 
pay for it. One controversial plan, put for- 
ward by the Senate, is for economies in 
Congress’s own budget. By a huge majority 
senators approved a proposal by Senator 
Pete Wilson to ban the use of the frank (the 
substitution of a congressman's signature 
for a postage stamp) for unsolicited mass 
mailings and to use the money saved as a 
contribution towards the drug programme. 
The cost of the frank has risen from around 
$50m in 1981 to more than $80m this year. 
The Bush administration, which had 
proposed an end to mass mailings as part of 
its package of campaign-finance reforms, 
cheered quietly. Members of the House of 
Representatives, who face re-election every 
two years compared with the Senate’s six, 
and so are more dependent on getting their 
message out, squealed loudly. They may nev- 
ertheless find it hard to resist senators in 
conference: how can any congressman ex- 
"lain to voters that the right to go on inun- 
ing them with junk mail seemed more im- 
portant than the war on drugs! 
Advocates of the congressional frank, 





such as Representative Vic Fazio, argue that 
it is a vital tool for keeping in touch with far- 
flung constituents. Mr Fazio also points out 
that the keenest critics of mass mailing are 
often those who are retiring from Congress 
(Mr Wilson is the Republicans’ front-runner 
for the California governorship next year). 
Mr Fazio's opponents, most of them Repub- 
licans, say that the frank simply offers sitting 































"m AMERICAN SURV! 
members of Congress (who are mostly 
ocrats) a cheap way of currying votes 
that it has become just another device for 
protecting incumbents. 
The row about the frank has drawn at 
tention to the overall costs of Cong 
which have been rising faster than most 
other parts of the federal budget. This year 
the cost of the House, the Senate and th 
joint operations has risen to more than 
billion. When peripheral agencies—such as 
the Congressional Budget Office and the Li- 
brary of Congress—are added, the cost 
comes to more than $2 billion. 
One reason is the ever-growing army « 
congressional staff. Numbers have j 
from 16,800 in 1979 to more than 19,300. 
Every House and Senate committee has its 
professional staff; each congressman mai 
tains an office staff (over 30-strong for some 
senators). Newcomers to town who wand 
through the cavernous corridors and offices 
of Capitol Hill gasp both at their size and at 
the number of people who work in them. 
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Glasnost 


The Russians have come 


WASHINGTON, DC 


SEN country seemed awash with Soviet 
politicians this week. Mr Boris Yeltsin, 
who leads the unofficial opposition to Presi- 
dent Mikhail Gorbachev, arrived in New 
York on September 10th for a whirlwind 
eight-day tour arranged by the Esalen Insti- 
tute. Three other Soviet legislators, under 
the auspices of the International Founda- 
tion and the Carnegie Corporation, came to 
learn about the workings of Congress. 

Rumour has it that Mr Yeltsin has been 
collecting $25,000 per speech (he has prom- 
ised to donate any money in excess of his 
expenses to AIDS research in Russia). The 
breezy Mr Yeltsin has taken the American 
public by storm. Forgoing sleep, tearing up 
his schedule as he went along, he has 
squeezed in speeches, television appear- 
ances and press interviews. He suggested, in 
passing, that Mr Gorbachev had only about 
a year in which to deliver results from 
perestroika, after which he would face a 
revolution from below. 

In Washington Mr Yeltsin saw one lot 
of Democratic senators and then skipped a 
lunch arranged by another lot. He also spent 
45 minutes talking to Mr James Baker, the 
secretary of state. But the man Mr Yeltsin 
really wanted to meet was Mr Bush. 

The White House, wary of offending Mr 
Gorbachev, would not commit the presi- 
dent, though it agreed to an appointment 
with Mr Brent Scowcroft, the national secu- 
rity adviser. During that meeting Mr Bush 
"dropped by" to say hello and stayed for a 
15-minute chat. Mr Yeltsin breezed off to 















Chicago, tired journalists in tow, a satisfied. 
man. P 

His trip overshadowed the visit by 
three members of the Supreme Soviet's 
islation committee. They were in Washi 
ton to study congressional committees, vot: 
ing methods and staffing. What impressed 
them most was the size and quality of the 
congressional research and information ser- 
vices. As Mr Nikolai Fyodorov said, the 
more information a brain can gather, 
more independent that brain can be. None 
of them commented on the cost. 
















RRIC EVANS was a star pupil at Car- 
ter High, a predominantly black school 
solidly middle-class Oak Cliff, a Dallas 
hbourhood. A handsome, All-State and 
American football player and a bright 
ent, Mr Evans, aged 17, seemingly had 
blessing a rich society, and loving par- 
is, could bestow. His mother had given 
n a red Camaro sports car, plus an Ameri- 
an Express gold card to take care of the pet- 
‘ol. After he helped his team to win Texas’s 
h-school football championship last win- 
€ held a press conference from the lux- 
of the hot tub in his living room to an- 
ounce that he had just signed a $50,000 
football scholarship with the University of 
ennessee. 
. His next public appearance, on June 
Oth, was not so good. Mr Evans and Mr 
ary Edwards—a member of the champion- 
p team who had the offer of a scholarship 
the University of Houston— had been ar- 
ested for the armed robbery of a video 
tore. The take was $256, and the video of 
Eddie Murphy’s film “Coming to Amer- 
a", 
That was just the beginning. The stu- 
ents’ lawyers told them their only hope was 







































ts—most of them star athletes—and 
ee high-school students from Hillcrest in 
las's affluent north-east quadrant. They 
e charged with 22 armed robberies; pri- 
rily of fast-food restaurants, though the 
ew from the Hillcrest school had a pen- 
for stereo and compact-disc 


_ The city was stunned: this was not a case 
poor bad boys from poor bad neighbour- 
joods. These were spoilt little rich kids, sci- 
ons of Dallas's large group of “briefcase 
lack” professionals. Except for their col- 
our, they were indistinguishable from the 
h white kids on’ the other side of the 
own. 
< Week after week, throughout the sum- 
jer, the youths appeared before the state 
listrict court's Judge Joe Kendall—usually 
tears. They pleaded guilty to the robberies 
nd asked for mercy, painting a picture of a 

ool where the pressure to shine—with 
lothes, jewellery, fast cars—came ahead of 
e desire succeed. All except two of them 
vere placed under house-arrest: they will all 
€ sentenced on September 22nd. 

The stars knew that the rules did not ap- 
ply to them. Just before the championship 
match, the Carter High team was nearly dis- 
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qualified because Mr Edwards failed an alge- 
bra class. The school principal changed his 
grade and had the teacher disciplined. And 
when the state board of education ruled him 
ineligible to play (Texas has strict rules on 
such things), parents and friends forked out 
$20,000 to hire lawyers who had the ruling 
overturned. 

Mr Norbert Rogers, a cousin of Mr Ev- 
ans’s, was a clever student about to enter 





college to study mathematics. He told the 
court that the students planned one robbery 
during a boring English class. The money 
they got from that armed hold-up paid for 
an elaborate dinner party. Another student, 
Mr P.K. Willimas, said-that he needed the 
money to buy respect. He had been dropped 
from the football team, he said, when it was 
discovered that he was illegitimate and be- 
ing raised by an aunt: a social status that 
jarred with the image the team's leaders 
cultivated. 

Gold counted at Carter High School. 
The robbers spent, and gambled, freely: 
hundreds of dollars were won or lost on a 
roll of the dice in the school gymnasium. 
One student boasted of winning $375 from 
friends in a ten-minute game. Mr Edwards's 
elder brother took part in three armed rob- 
beries to keep up with his younger brother's 
new clothes. 

Their parents, as they pleaded for le- 
niency for their offspring, said that they h 
noticed the new clothes and the jewelle. ,, 
but thought nothing of it since most of the 
boys held part-time jobs. Besides, they were 
good kids. 





Rocky Flats 


Noxious neighbour 


DENVER 


TO CONNOISSEURS of 
Sellafield, Britain's sieve-like 
nuclear-reprocessing plant, 
the troubles at Rocky Flats in 
Colorado will seem familiar 
but mild. At Rocky Flats, 16 
miles north of Denver, Rock- 
well International makes plu- 
tonium triggers for nuclear warheads, under 
contract to the Department of Energy. A 
couple of months ago, after a series of inci- 
dents and reports of contamination, 72 
agents from the FBI and the Environmental 
Protection Agency arrived at the plant to 
look into its management: the investigation 
is now in the hands of a federal grand jury. 
This week the Department of 
Energy installed a new man- 
ager at the plant. 

The federal affidavit al- 
leges that Rockwell and the En- 
ergy Department broke the law 
in treating, storing and dispos- 
ing of both radioactive and 
toxic waste, and that docu 
ments were falsified to conceal 
the contamination. The inves- 
tigation will decide whether 
Rockwell's haste to achieve tar- 
gets set by the Department of 
Energy, in order to win bo- 
nuses, prompted the transgres- 
sions. It has even been sug- 
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gested that plutonium-tainted waste was 
burnt at times when the wind would carry 
the emissions too high to be tracked by the 
radiation monitors set up by the state. The 
Department of Energy, say the FBI and the 
EPA, was not policing Rockwell as it should; 
indeed it was helping to cover up mistakes. 

Nor is this Rockwell’s first offence. The 
Department of Energy criticised its lax man- 
agement of the plant in 1986 and 1988; ` 
1984 the FBI investigated it and found a te 
making souvenirs, not bombs, at the gov- 
ernment's expense. Moreover, Rockwell ran 
the Hanford nuclear plant in Washington 
state until 1987 when a string of embarrass- 
ments led to its dismissal. 

Governor Roy Romer of 
Colorado has come under in- 
creasing pressure to shut the 
plant down. But the 6,000 jobs 
it provides are valued in a state 
with high -unemployment 
(6.3%). Colorado badly needs 
federal money for Denver’s 
new airport, and the governor 
is loth to put that.at risk by 
waging war on the federal gov- 
ernment over Rocky Flats. 

lt was against this back- 
drop that a pact was struck on 
June 16th between Mr Romer 
and Mr James Watkins, the en- 
ergy secretary. Mr Watkins 
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Too dirty 


ledged $1.8m to tighten environmental 
monitoring at Rocky Flats and $700,000 to 
pay for the first year of a study of the health 
effects of the plant on local residents. Mr 
Romer's part of the deal was not to threaten 
its closure. 

Mr Watkins, who spent part of his ca- 
reer in the navy's nuclear programme, soon 
realised that his best hope of rescuing what 
was left of the Energy Department's 
reputation—already reeling from revela- 
tions of mismanagement at three other nu- 
clear facilities (Hanford, Savannah River in 
South Carolina, and Fernald in Ohio)— 
rested on some frank self-criticism. He an- 
nounced that $4m-5m of bonuses owing to 
Rockwell would be frozen until more was 
known about the alleged misdeeds. He gave 
warning that, if the allegations were upheld, 
Rockwell would be considered in violation 
of its contract. He went on to present a 
scathing assessment of his own department. 
* nd he promised that the days of sweeping 

rings under the rug were past. 

' This self-flagellation has not convinced 
everybody. Because of the volume of evi- 
dence to be considered, the findings of the 
federal investigation at Rocky Flats will not 
be out for at least three months. The dam- 
age to the confidence of the plant’s neigh- 
bours has already been done: petitions and 
protests will proliferate. 





Nominations 


Slow auction 


WASHINGTON, DC 


IGHT months into a new administra- 

tion, complaints about lack of policy are 
par for the course. Less predictable are com- 
plaints about the lack of policy-makers. But 
the process by which President Bush nomi- 
nates, and the Senate confirms, the coun- 
— nik EPTEMBER 16 1989 
































we do you expect to find when 
you sink your teeth into a juicy 
American hamburger? California’s Su- 
preme Court says you have the right to 
expect minced meat, bun, trimmings and 
nothing else. Chip a tooth on an errant 
bit of bone and you can join America’s 
long line of litigants and sue the burger- 
maker. 

To the consternation of the food in- 
dustry, which is bracing itself for an on- 
slaught of liability lawsuits, the court last 
month dented its own 53-year legal 
precedent that ruled that it was normal 
to find “natural” substances in food. 
Asked in 1936 to judge whether a person 
who swallowed a chicken bone whilst 
eating a chicken pie could claim damages 
from the pieman, the court said no. 
Chickens have bones, the judges rea- 
soned, so bones can be expected in food 
made of chickens. 

Most states have followed this 
precedent. They allow a lawsuit if, say, a 
bit of glass is found in a bowl of ice 
cream, but not if a cherry stone lurks in a 
cherry pie (but a Louisiana court ruled in 
1984 that pearls were not generally to be 





Burgers and bones - 









expected in oysters). f, 
The rules may now change, thanks to | 
Ms Patrice Evart, a Los Angeles stock- 
broker. She says she broke a tooth in 
1986 when she bit on a piece of bone ina — 
hamburger bought in a Californian res- 
taurant. She wants $35,000 in damages. — 
The justices granted her the right to sue 
because hamburgers are "eaten out of | 
hand" and it would be unreasonable to 
expect a nation of burger-eaters to search 
through such food with a knife and fork. 




















































try's senior officials is turning out to be dam- 
agingly slow. No previous administration 
has been so far behind in filling so many of 
the jobs that fall vacant when a new presi- 
dent takes over. 

The gaps are most glaring at the level of 
assistant secretary, a key policy-making job. 
At the Education Department, five of the 
six assistant-secretary slots are vacant. At 
Energy it is six out of eight; at the troubled 
Housing Department five out of eight. In 
the Veterans Department none of the six as- 
sistant-secretary jobs has been filled. No- 
body has been nominated to run the Census 
Bureau, though America’s ten-year census 
will be taken next year. Congress is planning 
big changes in the way that doctors are paid 
for treating Medicare patients, but the vital 
post of administrator of the Health Care Fi- 
nancing Administration remains unfilled. 

While congressmen were away on their 


summer holiday, White House officials 





started hinting that it was foot-draggers it 
the Senate who were delaying the pro 
This drew a sharp response from the Sena 
majority leader, Mr George Mitchell, wh 
he came back to work on September 6th 
According to Mr Mitchell, the administra- 
tion had failed to nominate candidates fe 
200 of the 432 posts for which Senate con: 
firmation is necessary. Only eight of the 10! 
nominations that were before the Se 
the start of the August recess had 
pending for more than two months. lt is th 
White House, concluded Mr Mitchell, na 
the Senate that needs to get cracking. — 
Mr Chase Untermeyer, the president's 
personnel director, concedes that the mait 
hold-up is in nominating people, not in con 
firming them—though he disputes M 
Mitchell’s numbers. He is anxious not ti 
pick a fight with the Senate, which has al 
ready rejected Mr John Tower as defenci 
secretary and Mr William Lucas as ass 








ttorney-general for civil rights. Nomina- 
ons are slow, says Mr Untermeyer, because 
the background checks, by the FBI and 
hers, that are now thought necessary and 
hich can take up to three months. He in- 
ts piously that it is more important to get 
> right person than to fill a job quickly. 
The right person for certain jobs has to 
ceptable to the far right as well as to the 
ocratic-controlled Senate. At the Jus- 
€ Department, two potential nominees 
the post of deputy attorney-general fell 
oul of right-wing objections. At the Health 
artment, nominees, including the 
alth secretary himself, Mr Louis Sullivan, 
> liable to be screened by conservatives for 
eir soundness on abortion. 
- Mr Bush's ambassadorial nominations 
ve had a rough ride— some of them with 
good reason. Although the Senate voted 66- 
3 on September 12th to confirm Mr Don- 
Gregg as ambassador to South Korea, 
y Democrats are unhappy about Mr 
'egg's closeness to the Iran-contra affair 
en he was working in Mr Bush's vice- 
residential office. Another nominee, Mr 
'red Bush (no relation), who had hoped to 
mbassador to Luxembourg, was obliged 
withdraw his candidacy when the Foreign 
lations Committee returned his name to 































the White House—which was not prepared 
to resubmit it. Mr Bush is being scrutinised 
by other congressional committees because 
he was one of the consultants who, for a fat 
fee, advised property companies how they 
could squeeze money out of the Housing De- 
partment. 

Several senators, notably Maryland’s 
Paul Sarbanes, have scoffed at ambassa- 
dorial nominees whose qualifications con- 
sist mainly of their generous contributions 
to Republican party funds (so far, only one- 
third of Mr Bush’s nominees have been ca- 
reer diplomats). The Senate reluctantly sent 
Mr Peter Secchia to Italy and Mr Chic 
Hecht to the Bahamas, though many 
thought them unsuitable (Mr Hecht argued 
that his love of golf made him the right 
choice for the Bahamas). Still to come are 
tight floor votes on the nominations of Mr 
Joseph Zappala to Spain, Mr Melvin 
Sembler to Australia and Miss Della New- 
man to New Zealand. All three were big Re- 
publican campaign contributors. Mr 
Zappala and Mr Sembler drew ridicule when 
their nomination papers turned out to con- 
tain identically vacuous language in the 
boxes where candidates are supposed to of 
fer personal views on their qualifications. 
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DETROIT 





HE airline industry's latest market- 
ing gimmick is to advertise bargain 
tickets, none of which can be purchased 
_at the advertised price. No, the airlines 
. are not telling lies; they are simply high- 
lighting one-way fares for tickets that can 
.. be bought only as part of a round trip. 
is is not a new gimmick—it was 
widely used after airline deregulation in 
|1978—but the practice was suspended 
until recently. State governments, taking 
over consumer protection from the fed- 
-eral authorities, had threatened to sue 
_ the airlines for consumer fraud. But 
‘then, this year, a judge in Texas ruled 
| that air-travel advertising was outside 
State jurisdiction. This seems to have 
purred the federal department of trans- 
port to propose new regulations that ex- 
plicitly permit one-way advertising. An 
official “comment period" on the new 

































Half a pair of shoes 





rules ends on September 25th. 

The one-way advertisements have 
proliferated. They do tell readers that the 
prices are good only with the purchase of 
a round-trip ticket, but this disclaimer is 
almost always in smaller print and not al- 
ways next to the fare quotation. Con- 
sumer anger has caused the disclaimers 
to be displayed a little more prominently 
than before. But this does not mollify op- 
ponents. The airlines "are advertising in 
big, bold numbers a product that doesn't 
exist", says Mr Art Weiss, deputy attor- 
ney-general in Kansas. 

Several carriers, including Delta, 
have refrained from advertising in this 
way. Trans World and Continental, says 
Mr Weiss, are the worst offenders. Other 
airlines, holding their corporate noses, 


say they do it only because their competi- 
tors do. 








































USAir, in spite of pleading 
competitive pressure, wants the 
transport department to step in. 
As Mr Randall Malin, who is in 
charge of the airline’s marketing, 
put it: "The law does not permit a 
shoe retailer to advertise the price 
of one shoe when that shoe may 
only be purchased as part of a 
pair.” Fair point. 





































Moving offices 
Pricey suburbs 


WASHINGTON, DC 


Wis out for a new trend over the 
next few years: corporate flight from, 
not to, the suburbs. A survey by the Metro- 
politan Consulting Group of Chicago has 
found that the cost advantages of suburbs 
over central cities is shrinking fast. 

The Metropolitan index shows that the 
gap between costs in the central city and 
those in the suburbs varies from 24% in 
New York to 3% in Detroit, with most cities 
falling in the 5-9% range. This is consider- 
ably less than.a decade ago. For example, to 
rent class A office space in suburban Chi- 
cago costs 18% less than in downtown Chi- 
cago, compared with a 30% difference in 
1979. And the differential between subvr-- 
ban and city salaries for administrators h 
shrunk from 1196 to 396. 

There is no sign yet of companies get- 
ting the message and moving back down- 
town. The corporate exodus from Manhat- 
tan continues steadily and the recent 
decision of Sears to leave downtown Chi- 
cago for downstate Illinois means the loss of 
many central-city jobs. Companies may re- 
act to the increasing costs of suburban exis- 
tence by moving yet farther out. What will 
eventually stop them is the fact that devel- 
opers will have to foot the bill for the infra- 
structure their new suburbs require. 
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Fuitsu—its a name that means 
computers, communications, semi- 
conductors and electronic com- 
ponents in more than 100 countries 
around the world. 

Starting this year, you'll see 
our name in a new design. This new 








corporate symbol reflects our com- 
mitment to innovation—to meet 
the infinite challenges and infinite 
opportunities that lie ahead. 

When you see this new symbol, 
remember that it represents more 
than 100,000 Fujitsu employees 
worldwide who are dedicated to 
meeting the challenge of making 
our customers' dreams come true. 


FUJITSU LIMITED 








HOW FUJITSU 
KEEPS TRIP STRAUSS 
ON TOP IN TOKYO. 


Trip Strauss is a young American 
investment banker working in Tokyo. An 
M.B.A. from Stanford, fluent in Japanese, 
he spends his days selling million dollar 
blocks of equities to large Japanese insti- 
tutional investors. 


The lifeblood of his business is informa- 


tion. “Every day,” he says, "I have to tell my 
clients at least one thing they dont know.’ 
To get that information he is constantly 

on the phone or fax around the world, or 
staring into a computer monitor which is 
tied through telephone lines into an on-line 
mainframe computer system back in his 
home office in New York. 


DEMAND IS ENORMOUS 


The demand that he alone places on 
Tokyo's communications facilities is enor- 
mous. And he is only one of hundreds of 
thousands of international businessmen in 
the city. Which is why KDD, Japan's inter- 
national communications company, recent- 
ly got together with America's AT&T to lay a 
new Transpacific Cable (TPC-3) between 
Japan and America. The cable is the first 
optical fiber submarine cable across the 
Pacific, and the longest in the world. No 
thicker than a garden hose, it can carry 
8000 phone calls at a time, compared with 
fewer than 1,000 for the two huge copper 
cables already in service. 
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REPEATERS ARE THE HEART E 


At the heart of this epoch-making sys- 
tem, which was designed to last 25 years 
without a failure, are the repeaters. Spaced 4 
at 50- to 70-kilometer intervals, these in- 
credibly complex devices boost the signals 
across the thousands of miles. These re- 3 
peaters were manufactured by, among E 
others, Fujitsu, Japan's number one com- 
puter maker and one of the world's top 
telecommunications manufacturers, with 
projects completed in 100 countries. Fujitsu 
is involved in projects like this all over the X 
globe, helping create the communications EC 
infrastructure that's making it possible for kt. 
people like Trip Strauss— wherever they are E. 
—to stay on top of the world. E 





This OS-280M optical submarine branching unit E 
is a prime example of Fujitsu's futuristic submarine 
cable technology. One of only a few such devices in 
the world, it comprises an optoelectronic switching 
system required for 3-way branching with a fully 4 
multiplexed capacity of 8,000 circuits. E. 
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The global computer & communications company. 
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True, the difference between a single malt Whatever it is, the taste of The Glenlivet is 


whisky and a blended whisky is just about the original. “The Father of All Scotch Whiskies". 
impossible to tell by looking at them. Even for us. In fact it is held in such high esteem that most 

The easiest test is taste. And if you were discerning drinkers never mix it with anything. They 
to try just one sip of each, you'd discover one to enjoy it straight. No water. No soda. Not even ice. 
possess a more mellow body. 


A more delicate bouquet. 
A subtle smokey flavour that 
is unforgettable. That will be 
The Glenlivet’ original 12-year 
old single malt whisky. 

A different kind of 
whisky. Never blended with 
other malt or grain whiskies. 





Absolutely pure. 


Which one is The Glenlivet 
original single malt whisky? 


What's the secret behind this distinctive The pure taste of The Glenlivet has stood 







taste? We're not sure ourselves. It could be our apart from the others for well over 
carefully selected barley. Fine, fully ripe. Or the 200 years. And just one small sip 
smokey aroma absorbed by the malted barley as will prove, it still does today. 
it dries over slow-burning peat 
from the Scottish moors. 


She 
Orthe crip, cearhghind  GGLENLIVET 


water from Josie’s Well. Scotland’s first malt whisky. 


"The Glenlivet and Glenlivet” are registered trademarks in the UK and other countries. 
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INTERNATIONAL 


The intifada turns against itself 


FROM OUR ISRAEL CORRESPONDENT 


Not all nasty in Nablus 


ge who stood back and 
took stock as they marked the end of the 
21st month of their uprising against Israeli 
rule on September 9th had several reasons 
o be worried. The most obvious is the glar- 
ang lack of any diplomatic movement since 
the remarkable gains made by the Palestine 
Liberation Organisation last year. Diplo- 
macy, though, is something West Bankers 
and Gazans seem content to leave to the 
leaders of the PLO. Nearer home many are 
troubled by the growing list of inter-Pal- 
estinian killings. Revolutions have a habit of 
devouring their own children. The intifada 
is proving to be no exception. 

Although Palestinians do not keep a 
tally of their own blood-letting, Israel does. 
Its ministry of defence says that almost 60% 
of about 1,800 attacks by Palestinians in the 
occupied territories since June have been di- 
rected at fellow-Palestinians. Of 90 Arabs es- 
timated to have been killed by other Arabs 
since the intifada began in December 1987, 
at least 70 have died since the beginning of 
June. Barely a day goes by without the dis- 
covery of mutilated, beaten corpses, usually 
of people who have been snatched from 
their homes by masked men in the dead of 
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night. The most common explanation given 
for the murders is that the victims had been 
“collaborating” with Israel. 

Collaboration of one form or another 
has existed ever since the Israeli occupation 
began in 1967. Until the eruption of the 
intifada, Israel's Shin Bet security service 
controlled enough Palestinian informers to 
keep armed resistance and political subver- 
sion to a minimum. The structure of Pal- 
estinian society and politics made its job rel- 
atively easy. Tensions between towns and 
villages, between rival clans and families and 
different political factions were all exploited 
in a policy of divide-and-rule. 

The Shin Bet became adept at exploit- 
ing the vulnerable. Palestinians claim that 
prostitutes and drug dealers are made to give 
information about their countrymen. Many 
other informers have been recruited under 
duress while serving prison sentences for 
"security crimes". The sealed border with 
Jordan has generally prevented infiltration 
from the outside: there is no "bandit coun- 
try” along the frontier like Ulster's South 
Armagh. The 1.7m Palestinians living under 
occupation require permission from the Is- 
raelis for matters as vital as family visits from 


abroad and as mundane as getting driving 
licences. The range of possible inducements 
is as broad as life itself. 

Palestinians separate collaborators into 
several categories. The most dangerous are 
those who work secretly with the Shin Bet. 
Others flaunt their links, reducing their 
value as sources of intelligence but neve 
less undermining Palestinian unity. Some of 
these have made fortunes selling land to Is- 
raelis, an act punishable by death under Jor- 
danian law. These senior ones are armed, os 
tensibly for their protection. In Yaabed, 
near the West Bank town of Jenin, armed 
collaborators have recently formed them- 
selves into a militia. Israel is considering 
handing out even more weapons. 

The zealots of the intifada often single 
out mukhtars (headmen) and Palestinian 
employees of the Israeli civil administration 
as collaborators. On September 9th the sec- 
retary of the municipality of Qalgilya was 
shot dead near his home. A large but less 
easily identified group works as informers 
for the police. Israeli military sources claim 
that fewer than a tenth of the people killed 
as collaborators were in fact working with 
the authorities. Palestinians admit that 
many of their victims were killed for “moral 
crimes"—mainly prostitution and drug 
dealing. In Gaza's dreadful Jabaliya refugee 
camp as much as half the population of 
40,000 are said to take drugs. 

Such rough justice is the work of the 
"striking forces", small groups of masked 
youngsters whose self-appointed role is to 
enforce the discipline of the intifada. Strike- 
force groups exist alongside, but not always 
in harmony with, the "popular committees" 
that have sprung up in every camp and resi- 
dential area. It is hard to avoid the impres- 
sion that in recent months they have spent 
far more time and effort on dispensing pun- 
ishment to their own people than in attack- 
ing the Israelis. 

The uprising’s leaders are worried. 
These killings revive memories of the inter- 
necine warfare that helped to destroy the 
Palestinian rebellion against Jewish immi- 
gration in the late 1930s. But then the differ- 
ences were based on fairly clear political di- 
visions. Now the bloodshed seems to be 
more an accounting for years of unheroic ac- 
ceptance of occupation, as well as an oppor- 
tunity to settle scores that may have little or 
nothing to do with politics. The wholesale 
killing of real or imagined collaborators, 
some Palestinian leaders argue, plays di- 
rectly into Israeli hands. 

The cruelty of the killings—in some 
cases victims have been tortured before exe- 
cution—are grist to the mill of Israel’s pro- 
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paganda machine. In Abwein, a tiny West 
: Bank village half-way between Nablus and 
Ramallah, the intifada's underground lead- 
= ers intervened last week when some villagers 
— were accused of collaborating. Word went 
out that warnings must be issued to sus- 
— pected collaborators before they are beaten 
- or executed. Elsewhere the killing goes on. 
- In the Gaza Strip on September 13th the 
- body of Mohammed Abu Taha, an alleged 
- collaborator from Khan Younis, was deliv- 
_ ered to a local hospital with multiple stab 
- wounds. On the same day another suspect, 
- Mr Suleiman Jarbua of Rafah, was stabbed 
- and seriously wounded. 
— . Morality and morale apart, the Palestin- 
ians have good practical reasons for exercis- 
‘ing greater care when it comes to weeding 
- out the enemies within. In recent weeks the 
Israelis have arrested hundreds of the young 
- men who form the backbone of the intifada. 
As these people have been detained, they 
- have been replaced by younger, less edu- 
© cated and less disciplined activists, and it is 
_ they who are responsible for the killings of 
collaborators. After 21 months, the uprising 
- may be spinning out of control. 






































- Now get on with it 


" 


HAS been a summer of simmering dis- 
- A content in Algeria: of strikes and dem- 
- enstrations, of shortages of food, housing 
= and jobs. Next month will be the first anni- 
— versary of the bloody rioting last October, 
_ when soldiers cleared the streets by turning 
_ their machineguns on hundreds of demon- 
___ Strators. To avoid a new upheaval, President 
— Chadli Benjedid is trying to convince impa- 
_ tient Algerians that he can and will deliver 
the sweeping economic and political reforms 
he promised them after the rioting ended. 
J Mr Chadli has a problem Mr Mikhail 
-. Gorbachev would recognise. The elderly so- 
cialists of the National Liberation Front 
_ (FLN) have enjoyed being the single party in 
_ a one-party system since they led Algeria to 
endence in 1962. They see little point 
- in jeopardising their privileges by adopting 
— the multi-party system Mr Chadli favours. A 
- law allowing the creation of new parties has 
given Algeria its first opposition 
= party, the Social Democrats. Five others, 
- from communists to Islamic militants, have 
- applied for legal status. But many well-mean- 
- ing laws have been enthusiastically 
— disembowelled by the National Assembly, 
-—— where the FLN holds every seat. A draft elec- 
- tion law suffered no fewer than 60 amend- 
ments, the effect of which was to render the 
. ruling party unbeatable at the polls. 
f In August Mr Chadli hit back by insist- 
ing that the assembly should put some guts 
back into the reforms. He bowed to a re- 
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FROM OUR CAIRO CORRESPONDENT 


LAM hath blighted usury." The 
Holy Koran is explicit on that 
score. But what exactly is usury? Who de- 
fines it? Since the seventh century the de- 
bate has rolled on, testing Muslim inge- 
nuity in devising ruses to evade the ban. 

In modern times conventional Islamic 
wisdom has taken usury to mean fixed in- 
terest in any form. Depositors, investors 
and entrepreneurs in an Islamic system 
are meant to be partners who share risk 
as well as profit. It is therefore impossible 
to predetermine rates of return. Allah 
alone decides. 

But now, in Egypt at least, He is get- 
ting some advice. The country's highest 
religious authority, the grand mufti, has 
issued a fatwa—an Islamic legal opin- 
ion—that condones certain forms of 
fixed interest. Not all modern banking 
practices are wrong, he says. In many 
cases no party is exploited and everyone 
benefits. So long as the rate of interest is 
agreed on in advance, there is nothing 
against it in the Koran. 

Specifically, the mufti endorses high- 
yielding government investment bonds 
and interest-bearing savings accounts. 

















quest from the opposition to postpone next 
month's local elections, to give other parties 
more time to get ready. Then, on September 
9th, he produced a scapegoat. Mr Kasdi 
Merbah, his prime minister of ten months, 
was sacked for failing to push the reforms 
hard enough. 

At first Mr Merbah refused to budge, 
on the pretext that his dismissal was "un- 
constitutional". He astounded Algerians, 





Fixed-interest Islam 








This should come as a relief for Egypt, 
where an excess of liquidity and religious 
zeal led in recent years to the mushroom- 
ing of dozens of pyramid investment 
schemes whose main attraction was their 
supposed adherence to “Islamic” princi- 
ples. Most of them collapsed last year in 
the wake of belatedly introduced govern- 
ment controls, leaving thousands of 
small investors destitute. 

More respectable Islamic institutions 
should be pleased with the ruling. Islamic 
banks that sailed on a tide of petrodollars 
and pious sentiments in the late 1970s 
have lately hit the doldrums. Islamic- 
style operations are management-heavy. 
The restriction of activity to trade and 
project investment means a chronic lack 
of facilities for short-term investment. 
Gaining access to a bond market may 
provide some relief. 

But already the liberal-minded mufti 
has come under attack from conserva- 
tives, who accuse him of basing his judg- 
ments on his own opinion, and what the 
government wants, rather than Islamic 
tradition. Other Egyptians wonder why 
there should be such a debate at all. 
































who are used to political manoeuvres taking 
place amid total secrecy, by complaining bit- 
terly to the national and foreign press. “I 
took in hand a catastrophic situation, con- 
trolled it and improved it," he said. It was 
unrealistic to expect every difficulty to be 
solved in so short a time. 

He has half a point. As former chief of 
security for the late President Boumedienne 
Mr Merbah was a iar man for M 
Chadli to have put at the head of an admin- 
istration supposedly dedicated to reform. 
Ten months ago the president may have 
seen the appointment as a means of calming 
the fears of the party's old guard. Now pub- 
lic impatience looks like becoming a bigger 
danger than a conservative backlash. So Mr 
Merbah has had to go, protestingly. He has 
been replaced as prime minister by one of 
Mr Chadli's closest aides, Mr Mouloud 
Hamrouche, an enthusiastic reformer with a 
brief er up the dismantling of one- 


party rule. 
Mr Chadli has been clever. He used last 
year's rioting as a stick to beat his conserva- 
tive opponents with. Four months after the 
carnage on the streets, he got himself re- 
elected with a mandate to carry out the re- 
forms enshrined in a new constitution; this 
drops the old commitments to one-party so- 
cialism, and promises pluralism. But anti-re- 
formers are still entrenched in high posi- 
tions in the party, in the National Assembly, 
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‘Sales for the first six months.at nearly £4 billion are more than 
double the equivalent period last year... 









"The outiook for the Commercial Aircraft business is brighter 
than for along time and the Company's programme for reducing i7 i 
costs and increasing the. dollar content of manufacturing : 

continues to show encouraging results.’ 


























‘The raising of the limitation on foreign shareholdings ín the 

Company's equity from 15% to 29.5% was à most welcome 

development, Wider access to the Company's shares is 
expected to have a positive impact on their values’ 


"Your Board has declared an interim dividend of 8.1p per ordinary 
share, an increase of 10%...’ 





‘The underlying quality of future earnings has been improved 

by the broader range of business activities which now make 

up British Aerospace and the Board looks forward to the future 
with confidence. É 

Professor Roland Smith, Chairman 
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INTERIM RESULTS 1989 
(unaudited) 
tst half 1st half 96 | 
1989 1988 change 
£m £m 
Turnover 3,979 1,865 11396 
Trading protit 146 130 12% 
Exceptional item 34 - ~ 
Profit before taxation 141 95 48% 
Profit after taxation eo 62 60% 
Earnings per share — 
Before exceptional item 25.4p 248p 296 
After exceptional item 38.7p 248p 56% — 


The ful statement wit be sent to all sharehoiders. Copies are available trom: 
The Secretary British Aerospace pic, 11 Strand, London WC2N SJT. 











UCM NC ee we ce ER ER RERO meu . 


INTERNATIONAL - 





in the army and in the civil service. 

Opposition leaders say the assembly 
“cannot represent the aspirations of democ- 
racy” and want the president to dissolve it. 
Mr Chadli may be more worried about his 
opponents in the civil service. Anti-reform- 
ers in the state distribution system are said 
to be doing their utmost to obstruct the flow 
of goods to shops. It was economic hardship 
that brought the rioters out on the streets of 
Algiers last year. A repeat performance 
could give the enemies of reform a chance to 
to strike back. 





Nigeria 
A country 
fit for politicians? 


N he seized power in a military 
coup four years ago, Nigeria's presi- 
dent, General Ibrahim Babangida, promised 
to remake both the politics and the econ- 
omy of Africa's most populous country. So 
far political reform has been shelved; but 
real, if fragile, progress has been achieved on 
the economic front. Now, having broken 
the economic mould, President Babangida 
hopes to create a new two-party system in 
which ideology and personalities rather 
than race and religion will dominate politi- 
cal debate. The danger is that political re- 
form will undo the hard-won economic 
gains. 

Nigerians lived way beyond their means 
for a decade after the oil boom of the 1970s. 
The slump in oil prices brought them back 
to earth: most Nigerians are poorer today 
than they were at the end of the civil war in 
1970. General Babangida's response has 
been a harsh programme of economic re- 
^ rm under the invigilation of the World 

ank. The three-year-old programme is pop- 
ular with foreign donors but desperately un- 
popular at home. lt has got the economy 
growing again—real GDP, which fell 15% be- 
tween 1980 and 1986, has since been grow- 
ing at 21296 a year—but has also meant a 
falling exchange rate, a credit squeeze, es- 
calating unemployment and rapid inflation. 
Last May students and workers took to the 
streets in protest; eight universities were 
closed and hundreds of people arrested. 

Despite the riots, General Babangida is 
standing by a pledge to restore civilian rule 
after a presidential election at the end of 
1992. As part of this sidle towards democ- 
racy, the military government, supported by 
the National Electoral Commission, will 
within the next few weeks give approval to 
two out of 13 political parties that have ap- 
plied for permission to contest local-govern- 
ment elections scheduled for December, 
and state and governors' elections next year. 

The general holds Nigeria's parties in 
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contempt. Recently he accused them of be- 
coming "natural grounds for the idle and il- 
literate who over the years have failed to 
qualify for any reputable profession." In the 
past Nigerian politics has been bedevilled 
both by the religious division between the 
largely Muslim north and the predomi- 
nantly Christian south and by the split be- 
tween the three main ethnic groups: Hausas 
in the north, Yorubas in the west and Ibos 
in the east. The parties vying for registration 
are thus required to show their "federal" 
character by operating in all 21 states and 
ensuring that all Nigerians, irrespective of 
race or religion, are eligible for membership. 

The general insists that his administra- 
tion has no favourites among the parties. 
Nonetheless, it is clear that an unstated re- 
quirement for registration is support for the 
general's economic reforms. The radical Ni- 
gerian Labour party, a bitter critic, will not 
make it to the starting-line. The chosen two 
are likely to come from a short-list of four— 
the Liberal Convention, the Nigerian Na- 
tional Congress, the People's Front of Nige- 
ria and the People's Solidarity party. Ideo- 
logically there is little to choose among 
them. Despite the general’s endeavours, eth- 
nic and religious loyalties are likely to pre- 
dominate at the polls. Indeed, a return to 
two loose national coalitions, one domi- 
nated by northern Muslims, the other by 
southern and western Christians, is a real 
possibility. 

Meanwhile, General Babangida still has 
economic woes to contend with. Nigeria’s fi- 
nancing requirement is estimated at more 
than $2 billion next year, mainly to service 
its foreign debt. Roughly $1 billion could be 
covered by a new rescheduling agreement, 
provided Nigeria secures a second IMF agree- 
ment to replace the one that runs out at the 
end of the year. Raising the extra $1 billion 
from donors may not be easy, since the Japa- 


nese, who contributed $200m last time - 


round, are thought to be less enthusiastic 
now. 
Nigeria’s creditors held an informal 
meeting in London on September 15th. 
They will want to see continued austerity, 
but they are unlikely to push General 
Babangida too far. It is not only that they 
sympathise with his political predicament. 


They also acknowledge that no civilian ad- — 
ministration would, or could, have imple — 


mented what has unquestionably been the 
most far-reaching programme of economic 


reform since Nigeria gained its indepen- - 


dence nearly 30 years ago. The unanswered 


question is whether, during the long march — 
back to civilian rule, the gains of the austere — 


Babangida years will be frittered away as ci- 
vilian politicians outbid one another to buy 
the support of voters. 

—— —— 





Sudan 
Living with the 
haboob 


FROM A CORRESPONDENT IN KHARTOUM 


N AUGUST 5th last year the Nile 


burst its banks and flooded Khartoum. — 


On August 5th this year the skies over the 
capital darkened and then turned red, 
stained by one of the dust-storms, or 
haboobs, that often come before rain. Faces 
turned skywards. The Nile is even fuller this 
year, and the junta of General Omar el 
Bashir, who seized power in June, is ill pre- 
pared to cope with a natural disaster. 

The man-made calamity it is inflicting 
on Sudan is bad enough. The capital is un- 
der curfew, the civil war no nearer an end, 
and in many places a crackdown on the 
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- black market has made bread, cigarettes, 
flour and meat unavailable. 

Foreigners manage much as they did be- 
fore the coup. Bread and cigarettes may be 
bought, if necessary, from the Hilton. 
Booze, illegal under Islamic law, is obtain- 
— able at a price; whisky still seeps through 
__ somehow, perhaps in diplomatic bags along 
- with the occasional blue video. Ethiopian 
—— gin is popular but in short supply: just be- 
— fore the five-day public holiday in July many 
- suppliers played safe by getting rid of their 
stocks at half-price, ensuring a bibulous 
- break for people with cash. Some foreigners 
- have switched to zabeeb, a sort of Ethiopian 
ouzo best kept away from naked flames. 
General Bashir evicted the two-year-old 
__ elected government of Mr Sadiq el Mahdi in 
-.— 8a coup on June 30th. In a broadcast on Ra- 
-. dio Omdurman the following morning the 

general said that inflation, civil war and 
profiteering had "made the people's lives 
© miserable". At first many ordinary Suda- 
| hese were inclined to agree. Now the man on 
- the Omdurbus is wondering whether he 
— wasn't better off before. 
s In the eastern region, which contains 
the cities of Gedaref and Kassala, a second 
coup took place within ten days of the first: 
- the new military governor was replaced by 
- junior officers who considered him too soft. 
- Meanwhile notices appeared in shops fixing 
- "official" prices for all commodities. Sooner 
- than sell their goods for less than they cost, 
Fe eepers closed down and butchers 
stopped slaughtering livestock. The army 
organised house-to-house searches for dis- 
- tilleries and bootleggers. In one town in the 
east, your correspondent saw troops round 
‘Up prostitutes in the red-light area and push 
them into waiting lorries. “I expect the 
= army's having a party,” said a bystander. 

Even so, a new puritanism is taking hold 

- in Sudan. Many suspect that the new gov- 
-— ernment's links with the fundamentalist Na- 
tional Islamic Front are closer than it ad- 
mits. General Bashir seems reluctant to 
- abandon attempts to impose Islamic law on 
— the non-Muslim south, which would be the 
quickest way to revive talks with the rebels 
ofthe Sudan People's Liberation Army. The 
_ ceasefire in the south could collapse at any 
- time, adding to the troubles of United Na- 
_ tions relief workers who are rushing food to 
—— the starving in spite of landmines. 
$ At the last count Sudan contained 1.2m 
— refugees, most of them Ethiopians fleeing 
from famine and civil war in their own coun- 
try. The new regime in Khartoum seems un- 
I certain how to deal with them. Late in July 


































- the Commissioner of Refugees was fired, to 
-be replaced by a military man who was him- 
self replaced three days later. In the mean- 
time the original commissioner remains in 
place as an adviser. In early August all refu- 
gees in Khartoum were told to re-register; at 
least 170 of those who came forward were 
expelled from the city. 
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As for the former government, the 73- 
year-old Mr Idris Banna, one of the five state 
councillors under the old constitution, has 
been given a 40-year prison sentence on 
charges that he sent flood-relief supplies 
into his own warehouses. It remains to be 
seen what will be done with the imprisoned 
Mr Sadiq el Mahdi. It is alleged that the for- 
mer chairman of the council of ministers, 
Mr Ahmed Mirghani, refused to be released 
from prison in protest against the treatment 
meted out to the former prime minister. 

Making a scapegoat of Mr Sadiq el 
Mahdi will not help the new government 
put food back into the shops. Diesel was in 
short supply during the ploughing season. 
This year’s harvest will be poor. 


—————————B 





Quebec 
Sound chap 
stumbles 


FROM OUR CANADA CORRESPONDENT 


We critics say the Liberal premier of 
Quebec, Mr Robert Bourassa, is one 
of the dullest of Canadian politicians, his 
friends retort that he is also the most dura- 
ble. True to form, when he called a provin- 
cial election for September 25th, he decided 
on an unflamboyant campaign avoiding the 
big issues of language and separatism and 
talking instead about increased investment 
and a new aluminium smelter. This has been 
the style of Mr Bourassa since he graduated 
from Oxford and Harvard as an expert in 
taxation law and stepped into the premier- 
ship in 1970 at the age of 36. He lasted six 
years in that stint and was proudest of 
the hydroelectric dams he built near 
James Bay. 

After nine tumultuous years of 
rule by the separatist Parti Québé- 
cois, his return to power in December 
1985 was generally welcomed. On 
calling this month's election he had 
every prospect of repeating his 1985 
performance, in which he won 5696 
of the vote and 99 seats, leaving the 
PQ with only 23 members of the Na- 
tional Assembly. For once, matters 
have not worked out quite as 
smoothly as Mr Bourassa planned. 

First, English-speaking Quebeck- 
ers who traditionally vote Liberal are 
rebelling against Mr Bourassa's deci- 
sion last year to override a Supreme 
Court decision and insist that all 
signs outside Quebec's shops should 
be in French and French only. Polls 
suggest that candidates from the two 
new parties formed to fight his lan- 
guage measure, Bill 178, may siphon 
off as much as 696 of his support. One 
of them, the Equality party, may even 





win three seats in Montreal, where English- 
speaking cabinet ministers resigned in pro- 
test against the law. 

Perhaps more damaging has been his 
handling of a strike by the province's 40,000 
nurses. Faced by even larger numbers of 
medical workers and teachers poised to 
strike, he took a tough line and threatened 
the nurses' leaders with jail before offering 
to reopen bargaining. The public has sided 
with the nurses, whose strike may be illegal 
but who are manifestly ill paid. 

The wild card in the election game is the 
PQ leader, Mr Jacques Parizeau. Rotund and 
professorial, he made an excellent finance 
minister and a study of stability in contrast 
to his populist premier, René Levesque, in 
the 1970s. When they quarrelled over his 
radical approach to a sovereign Quebec, Mr 
Parizeau retired to a university classroom 
until Mr Levesque's death. Recalled to lead 
the party 18 months ago, he made a ponder- 
ous start. But scorn has turned to praise be 
cause of his vigorous campaigning anc 
punchy speeches, A columnist who last year 
thought it “beyond comprehension that 
such a person could be a rallying inspiration 
for all Quebeckers" was last week writing of 
his “buoyant image”, 

His talk of repealing Bill 178 for an even 
tougher language law and of organising a se- 
ries of referendums to take over economic 
and other powers from Ottawa, on the way 
to his goal of a sovereign Quebec, is rallying 
the nationalist faithful. For all Mr 


Bourassas's embarrassments, Mr Parizeau 
has little hope of winning the forthcoming 
election. But he may well capture enough ex- 
tra seats to consolidate his hold on the party 
against its moderate wing, and so position it 
to win power next time. 
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Province with identity crisis 
———————  — iU 
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(OM OUR CORRESPONDENT IN MEDELLIN 


UDGES are keen on their privacy in Co- 
ombia today, since speaking out can 
mean a bullet in the head. Only those 
aling with cases involving extradition and 
trorism get special protection from the se- 
rity forces. A visit last weekend to a junior 
dge with responsibility for sensitive cases 
owed that the protection is not so special. 

tside the modest suburban house a soli- 
ry policeman with a .38 revolver paced the 
ock. The journey to work is unescorted. 








The judge has no weapon or protective 
jacket. 

Next day a former mayor of Medellin, a 
man with a strong anti-drugs record, was in- 
tercepted in his car at a crossroads. Twelve 
bullets from automatic rifles were neatly 
placed through his windscreen. He died in- 
stantly, along with his driver. It is a wonder 
that so many honest officials are still to be 
found in Colombia. 

The United States government has de- 
livered a first instalment of military aid 
worth $65m. An American official in Bo- 
gota admits that much of it will be of small 
use for tracking down cocaine lords or pro- 
tecting judges and mayors. Most of the sup- 
plies were symbolic, sent mainly because 






they were lying in warehouses handy for dis- - 
patch. The helicopters need skilled pilots, 
used to flying in high-altitude countries. Ra- 
dios the size of small suitcases are not well 
suited to foot patrols or under-cover squads, 

As for the equipment that really could 
be useful, the Colombians need training to 
put it to good use. Roadblocks in Medellin 
are set up not at crossings but in the middle 
of city blocks, so motorists can take a side- 
turning if they prefer not to be searched, 
Colombia is tragically used to violence, but 
not of the present, highly organised kind. 
As the bombs and bullets go off in banks, 
restaurants and liquor shops, the people 
hope their policemen are fast learners. 











Time to call his 





Enough, already 


HER declared history to be at an 
end after the battle of Jena in 1806. 
The authors of “1066 and All That" reck- 
hed it went on a bit longer, to the Peace 
to end Peace after the first world war; that 
left America “clearly top nation, and His- 
tory came toa.” Mr Francis Fukuyama, a 
member of the American State Depart- 
ent, extends it 70 years but says that is 
enough: “What we may be witnessing . . . 
_is the end of history as such”. 
History as such he defines as “the end 
. point of mankind's ideological evolution 
and the evolution of western liberal de- 
. Imocracy as the final form of human gov- 
rnment"; and the spectacle that gives 
_tise to the thought that it's all over is the 
- worldwide collapse of communism as an 
lea. Writing in the National Interest, an 
American quarterly of neoconservative 
opinion, Mr Fukuyama has stirred up a 
variety of philosophes, from the leader- 
writers of the Wall Street Journal to the 
senior senator from New York, Mr Daniel 
.. Patrick Moynihan. In doing so he has es- 
. tablished at least that argument is alive. 





tory a day? 
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But is history dead? Despite Hegel, 
runs the argument, liberalism in the twen- 
tieth century faced two further challeng- 
ers. One, fascism, was seen off by force of 
arms. The other, communism, has now 
been put to flight by its manifest failure. 

There may still be some people around 
who call themselves communists, says Mr 
Fukuyama, but virtually nobody looks to 
them for inspiration. China no longer 
acts as “a beacon for illiberal forces round 
the world, whether they be guerrillas in 
some Asian jungle or middle-class stu- 
dents in Paris." The Soviet Union under 
Mikhail Gorbachev has embarked on a 
programme of change based on principles 
“whose only connecting thread is liberal- 
ism." Poland and Hungary are unabash- 
edly turning their backs on communism. 
That does not mean the transformation to 
liberalism is everywhere complete, but 

at the end of history it is not necessary that 
all societies become successful liberal soci- 
eties, merely that they end their ideological 
pretensions of representing different and 
higher forms of human society. 


The first objection to all this is that, 
though lots of people who used to call 
themselves communists no longer pay 
their respects to either Marx or Lenin, 
lots do. Stalin is out of fashion, but 
Tiananmen Square showed that plenty of 
people in China still believe that there is 
life in the old dog of communism yet. 
Even in countries where the Marxist-Le- 
ninist incantations are no longer uttered, 
lots of people call themselves socialists 
and have no time for Adam Smith. Give 
them a bit of time and they may yet 
breathe new life into the old dogmas. 

Then there are the problems of reli- 
gion and nationalism—minor problems, 
Mr Fukuyama unpersuasively argues. Is- 
lam he dismisses because it has little ap- 
peal for non-Muslims, and “it is hard to 
believe the movement will take on any 
universal significance.” Yet the faith may 
already have more true believers among 
its followers than communism ever had. 
As for nationalism, the shrift it gets is 
even more abbreviated: it does not count, 
unless it is systematic, and most national- 
isms are not. 

The clash of gods and the clash of na- 
tions may prove just as destructive, and 
more enduring, than the clash of commu- 
nism versus liberalism. If history is de- 
fined to exclude them, and all the other 
ideological causes of mankind's violent 
competition, Mr Fukuyama's thesis does 
not amount to much. 

Which may be just as well. The Hege- 
lian he most admires, Alexandre Kojéve, a 
Frenchman of Russian origin, saw no | 
need, come the end of history, for philoso- 
phers, statesmen or generals; the need 
would be for management and adminis- 
tration. Accordingly, Kojéve, who reck- 
oned history was at an end even before Mr. | 
Fukuyama did, gave up his job as a teacher | 
to become a bureaucrat for the European | 
Community. Is the Brussels commission 
to accommodate all the would-have-been | 
men of ideas for ever more? 
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Goodbye to Berlin 


FROM OUR CENTRAL EUROPE CORRESPONDENT 


O* A cool evening last Sunday, thou- 
sands of East Germans crossed the 
border from Hungary to Austria, against the 
wishes of their own government but with 
full permission of the Hungarian authori- 
ties. Less than 72 hours later some 12,000 
East Germans had wound their way up into 
West Germany, where they were hoping to 
art a new life. Young and well educated for 
we most part, they carried with them barely 
enough belongings to fill a shopping 
bag. Many chugged along in foul- 
smelling, two-stroke-engine Trabants. 
One of the first things they did on 
reaching neutral Austria was to 
change the country stickers on their 
cars, which read “DDR” for Deutsche 
Demokratische Republik. They sim- 
ply scratched out the first and last let- 
ters to leave “D” for Deutschland. 

This exodus through Hungary is 
the largest single movement out of 
East Germany since just before the 
Berlin wall went up in 1961. Under 
West German law all East Germans 
have the right to West German citi- 
zenship. In May the Hungarians be- 
gan removing the barbed-wire fence 
along their border with Austria. 
Some East Germans holidaying in 
Hungary took the risk of decamping 

» the West without the proper exit 
papers. Others waited until the Hun- 
garians, on September 10th, boldly 
waived these formalities, to the fury 
of East Germany's government. 

In a note of protest the East Ger- 
mans said that the Hungarians had 
damaged their “fundamental inter- 
ests” and broken legal obligations. In 
a sense they were right. The Hungar- 
ians and East Germans have a 20-year-old 
agreement to return citizens charged with 
certain offences, including trying to emi- 
grate illegally, while in the other's country. 
Yet the Hungarians had just accepted the 
United Nations convention on refugees. 
Lawyers could find a case on both sides. 

in the end humanitarian and political 
arguments weighed more than legalities with 
the Hungarians. East Germans in their 
makeshift Hungarian camps laughed at the 
poor East German official sent to persuade 
them to come home. The Hungarians were 
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not keen for their country to be turned into 
a transit camp. Nor did they want to disap- 
point the West, with which they would like 
better relations for all sorts of reasons, in- 
cluding financial ones. 

The rumour that Hungary had swapped 
East German refugees for money was denied 
both in Bonn and in Budapest. By unlucky 
coincidence, it was announced this week 
that West German banks were making Hun- 





Sign of the times, face of the future 


gary a DM500m ($250m) loan. East German 
newspapers wrote of trading people for 
"thirty pieces of silver". Hungarian ones 
shot back that it was the East Germans who 
were best known for selling refugees. 

The Hungarians were not looking for an 
open row with their communist comrades, 
but were ready for one if it came. They may 
have briefly hoped that the two Germanies 
might together tackle what was, after all, 
their problem, not Hungary's. But when this 


led nowhere, Hungary's foreign minister, 
Mr Gyula Horn, and his Politburo col- 


leagues seem to have had no doubt what was. 
the right thing to do. 


Any other decision could have made i 


nonsense of much of the semi-independent 


foreign policy Hungary has created for if- 


self—with the apparent blessing of Mr Gor- ^ 
bachev. Hungary has broken old taboos by 
forming ties with Israel and South Korea. Ir 
has dropped any pretence of “fraternal soli- 
darity” with its eastern neighbours, quarrel _ 
ling openly first with Romania, then 


Czechoslovakia and now with East Ger © 


many. It is ceaselessly busy in the humane 


rights bit of the Conference on Security and - 


Co-operation in Europe. It wants ever closer - 
ties with neutral Austria, its bridge to the 


West and perhaps one day to the European ~ 


Community. Hungary's ultimate destina- 


speed and direction there can no 
longer be much doubt. 

As for the more immediate fu- 
ture, nobody is sure what to expect. 
The first reactions from the Russians 
to Hungary’s open breach of its old 
rules for Eastern Europe were mixed. 
The counter-reformation leader on 
the Politburo, Mr Yegor Ligachev, 
flew this week to East Berlin. He was 
there to talk farming, his latest port- 
folio, though Mr Mikhail Gorbachev 


the way in the run-up to next week's 
full meeting in Moscow of the Com- 
munist party's Central Committee. 
While in East Berlin, Mr Ligachev 
criticised the Hungarians’ behaviour. 
But in Moscow the foreign ministry 


called it merely “unusual”, adding 
that it did not directly concern the 
Soviet Union. An ultra-reformer, Mr 
Boris Yeltsin, on a visit to the United 
States, praised what the Hungarians 
had done. The Hungarians, for their 






tion may not be clear, but about its” 


may have packed him off to be out of 


spokesman, Mr Gennady Gerasimov, i 


part, sent some senior officials to - 


Moscow and East Berlin, to explain - 


and, where necessary, to mollify the ` 


critics. 
By mid-week the flow of refugees across 
the Austrian border was rapidly subsiding. 
Both the East Germans, whose leader, Mr 


Erich Honecker, is ill, and the Hungarians — 


were no doubt hoping for a breathing space. 
Tens of thousands of East Germans 
holidaying in Hungary have returned home, 
though some of the estimated 16,000 still 
there may decide not to. East Germany does 
not want to stop its citizens holidaying in 
Hungary. lt was a popular spot even before 


this summer. But East Germany may have ^ 


to—or try to—if it reaches no understand- ~ 
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ing with Hungary. 
_ The drama in Hungary has to be seen 
against a much larger flow of mainly legal 
ostly ethnic German) immigrants from all 
er communist Europe into West Ger- 
many. Some 152,000 of them, not counting 
East Germans, came in the first six months 
of 1989. Up until the end of August—be- 
this week's departures from Hungary— 
me 77,000 East Germans had left for West 
Germany, three-quarters of them legally. 
The Hungarians are right that this is pri- 
narily a German-German question. Young 
st Germans with skills are leaving their 
try because they see no future there 
d because on the whole enthusiastic West 
Germans are there to receive them. Reform 
n East Germany might encourage some of 
them to stay put. Yet East Germany's lead- 
ers have a special reason to be frightened of 
reform. Hungary and Poland without Soviet 
communism would still be Hungary and Po- 
land. East Germany without it would be the 
eastern half of the German question. 


From trickle to flood 


Settlers in West Germany from 
communist Europe 


From: 





Source: Government statistics Estimated composition not available 
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.FROM OUR WARSAW CORRESPONDENT 
QOME revolutions start slowly and then 
V pick up speed. If acceleration is the test, 
Poland is having a revolution. At each step 
of the liberalising process, things move for- 
rd faster than had been thought possible 
few days earlier. The new prime minister, 
Mr Tadeusz Mazowiecki, this week pre- 
sented a surprisingly liberal cabinet to par- 
liament. His finance minister, Mr Leszek 
Balcerowicz, says he proposes to create a 
"normal market economy of the western 
kind". On the political front the govern- 
t has made it plain that its aim is full 
democracy. And parliament— Solidarity, 
the communists and others virtually as 
ne— voted 402-0 on September 12th to ac- 
Cept the cabinet designed to bring these 
things about, with only 13 abstentions. 
In interviews and in hearings before par- 
- liamentary commissions, all the new minis- 
ters have been markedly bold. The eco- 
nomic team, led by Solidarity men but 
containing some communists, is a far cry 
rom the leftish, trade-union-leaning group 
many had expected. Mr Balcerowicz, whose 
immediate problem is Poland's huge budget 
deficit (said to have quintupled since last 
year), says he will cut subsidies, introduce an 
income tax and crack down on tax-cheating. 
. He talks of combining wholly free prices 
with tight control over the money supply, 
the radicals’ prescription. A bit farther 
down the road is the creation of a system of 
. commercial banks, a stockmarket, and a wel- 
_ fare system capable of coping with the seri- 
. ous unemployment that may be inevitable. 













he sweet feeling of breaking free 


The new industry minister, Mr Tadeusz 
Syryjczyk, is a free-marketeer much influ- 
enced by the works of Messrs Hayek and 
Friedman. He has no previous experience in 
government. Suddenly made responsible for 
much of Poland’s decrepit public sector, he 
takes over a horrible job. He blanches when 
he is asked what can be done about the coal 
industry. Yet he says clearly that there must 
be rapid changes in the ownership of much 
of the Polish economy, an expansion of pri- 
vate enterprise, and demonopolisation of 





Mazowiecki’s moment 





the firms that process and distribute raw ma- 
terials. The new labour minister, Mr Jacek 
Kuron, the one identifiable member of Soli- 
darity's so-called “labour left" in the gov- 
ernment, seems to be aware that his job is to 
get workers to adjust to the new system, not 
encourage them to fight it. 

The communists seem to be going out of 
their way to be helpful. The president of the 
National Bank, Mr Wladyslaw Baka, prom- 
ises a network of commercial banks and re- 
forms that restore confidence to the zloty. 
The director of the central planning depart- 
ment, Mr Jerzy Osiatynski, says he will turn 
that once all-powerful body into an institute 
of statistical research. From two commu- 
nists, such declarations would a few months 
ago have been inconceivable. 

As the new government turns its atten- 
tion abroad, the novelty becomes even more 
striking. Its foreign minister, Mr Krzysztof 
Skubiszewski, an international lawyer, has 
understandably said that he respects Pc 
land’s “international obligations", in par- 
ticular its membership of the Warsaw pact. 
Yet he has also said that he will consider ask- 
ing the Russians for war reparations and the 
payment of compensation to the millions of 
Poles (including President Jaruzelski) who 
were forced to work in the Soviet Union 
during and immediately after the war. He 
advocates a "practical", by which he means 
non-ideological, foreign policy. He might be 
prepared, for instance, to send a Polish am- 
bassador to South Korea "if economic ne- 
cessity demands it." 

Decommunisation abroad, as well as 
decommunisation at home; and at least a 
touch of it, apparently, in the secret police. 
The (communist) interior minister, General 
Kiszczak, who commands the secret police- 
men, has not only admitted the existence of 
telephone-tapping and all the rest of the se- 
cret "investigative" apparatus but has 
promised to eliminate it. That will save sor - 
money: its amazing budget, according to tk 
general, is 650 billion zlotys, or $480m at the 
official rate, this year. The interior ministry, 
it seems, is now to become a “department 
for defence of the constitution”. Still, some 
things won’t change: General Kiszczak has 
refused to work with a vice-minister from 
Solidarity, and will not say what is to hap- 
pen to those unused listening machines. 

Blurs remain. What is to be the relation- 
ship between the government and the presi- 
dent's ever-growing staff, particularly in for- 
eign policy? What exactly is the future role 
of Mr Lech Walesa, and the rest of Solidar- 
ity's trade-union leadership? Awkward ques- 
tions have been asked in parliament about 
the ministers of agriculture, rural affairs and 
health, and they could run into trouble 
again. Nobody yet knows who controls press 
and television. But the new direction is 
plain; and Poland's process of bursting free 
may yet grow more dramatic still. 
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Soviet Union 


Loads of law 


FROM OUR SPECIAL CORRESPONDENT IN MOSCOW 


HE coming session of the Soviet parlia- 

ment is supposed to pass several vital 
economic laws by the end of the year. The 
months ahead promise to be feverishly busy, 
especially for the 40-odd deputies who sit on 
the parliament's committee for economic re- 
form. Lobbyists are getting busy too, for ev- 
eryone now reckons to have a chance to in- 
fluence Soviet legislation. 

A new pro law will set out the 
various forms of property—at least eight of 
them—which will coexist under perestroika. 
These range from old-fashioned state prop- 
erty through new-fangled ideas such as re- 
publican, co-operative, joint-venture and 
shareholding property. Ideology is flexible: 


Don’t just sit there, start lobbying 


“shareholding property" is called private in 
the West, but reformers in Russia try to 
make it sound respectably socialist by stress- 
ing that ownership is shared between many 
people. What matters is that the law should 
provide solid and equal protection for all 


these types of property. 
The law on leasing promises to 


the apparatchiks’ version. The liberals want - 





Nothing to lease but your chains 


FROM A SPECIAL CORRESPONDENT IN MOSCOW 


IGHT employee buy-outs be a So- 

viet way to privatisation! Provi- 
sional approval for the first buy-out of a 
state-owned enterprise in the Soviet 
Union could come this month. A second 
is in preparation. These two transactions 
could set a precedent for the 1,200 or so 
state-owned businesses in the Moscow re- 
gion which have negotiated leasing agree- 
ments with the authorities since last year. 
Progressive Muscovites are coming to see 
employee ownership as the logical next 
step after a period of leasing. 

Each of the two leading Soviet candi- 
dates for majority employee ownership 
has now had “leasing firm status" for over 
a year. In each that change has produced a 
significant improvement in performance: 
most strikingly at the cumbersomely 
named “Moscow Experimental Plant (Ca- 
tering Equipment)". Since it negotiated a 
leasing agreement, this business has 
moved from at best break-even to an an- 
nual profit of 2m roubles ($3m at the mis- 
leading official exchange rate) on a turn- 
over of 8m roubles. One reason for the 
improvement is that the pre-leasing rules 
said that almost all profits had to be 
handed over to the authorities. So there 
weren't any. That proved handy for the 
factory when it came to negotiating the 
terms of the lease: the annual charge for 
the first year was set at just 80,000 roubles. 

The plant employs about 700 people 
and produces machinery to make ice 
cream and cottage cheese, as well as bot- 
tling equipment for suppliers of brandy 
and soft drinks. The factory used to be 
much more dependent on supplying bot- 


tling equipment for the Soviet booze in- 
dustry: so much so that it faced a crisis in 
1985 when Mr Gorbachev's anti-alcohol 
programme led to a near-total collapse in 
demand. Now the chief executive, Mr Va- 
lery Gorokhov, would like to diversify fur- 
ther—perhaps into microwave ovens and 
perhaps in a joint venture with a western 
company. 

But before any of that, there is the lit- 
tle matter of the employee buy-out to be 
accomplished. In this project 
Gorokhov has cunningly enlisted the sup- 
port of his local Moscow municipal dis- 
trict authority as a minority equity part- 
ner. He offered some 4m roubles for the 
plant's fixed capital, the price being set at 
the depreciated book value. As for the 
working capital—largely stocks of semi- 
finished goods and raw materials, with a 
book value of 3m roubles—Mr Gorokhov 
argues that this already belongs to the 
firm by virtue of its leasing agreement. But 
at least a third of it is useless material 
which the factory was forced to bring into 
its warehouse on the orders of appa- 
ratchiks; this will be offered back to the 
authorities free of charge. 

Because the deal is approved by the rel- 
evant political authorities, Mr Gorokhov 
already has an assurance from the enter- 
prise's bank to supply the necessary credit 
at an interest rate of 496 (above official in- 
flation, but below real inflation). He is 
therefore well placed to lead what would 
be the Soviet Union's first leveraged em- 
ployee buy-out or, to use the American 
jargon, its first “leveraged employee stock 
ownership plan” (sop). The second pro- 
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spective ESOP is at a factory near Moscow 
which makes lino floor coverings. 
If they work, both will result in the 


control of the successor business by 


Americans would call a democratic ESOP: | 


an employee trust which is itself con- 
trolled, on the basis of one employee one 
vote, by all who work in the business. As 
the credits that will make the buy-outs 
possible are paid off, so the employees will 
be credited with roubles in individually 
owned capital accounts. The credits will 
be mainly allocated in proportion to 
wages and salaries. These are astonish- 
ingly sophisticated as well as genuinely 
democratic projects. The associated trans- 
action costs in America would run into 
hundreds of thousands of dollars. 

Yet the entire scheme at the Moscow 
Experimental Plant, complete with a set of 
bylaws for the successor business, has 
been devised, more or less in his spare 
time, by Mr Valery Rutgaizer, whose main 
job is deputy director of Mrs Tatyana 
Zaslavskaya's National Public Opinion 
Research Centre. A pioneer of leasing in 
the Soviet Union, Mr Rutgaizer attended 
an international employee-ownership 
conference in Oxford in January. In 
March he wrote an article on the subject 
for Pravda. It was after reading this article 
that Mr Gorokhov contacted him. 

The Russian for this employee owner- 
ship is kollectivnaya sobstvennost ("col 


lective ownership"). Mr Rutgaizer himself — 


prefers to translate the phrase as 
ownership” —to emphasise the capital ac- 
counts of the individual employees. If the 
idea catches on, it could transform the So- 
viet enterprise. But it is early days. Even 
the first buy-out has to be approved, as a 
test case, by the government's special 
commission for economic reform. 
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hotly debated. Already one weekly, — 
Ekonomicheskaya Gazeta, has published a 
freelance draft law, designed to challenge 
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to be as easy as possible to set up a lease 
ontract; the lessees should then have com- 
independence in running their busi- 
and have the eventual right to buy it 
If that happened, leasing could become 
ensation of the 1990s. The bureaucrats 
do their best to make sure it becomes 
iothing of the kind. 
- Leasing will also feature prominently in 
he new land law. Perpetual, hereditary 
ses are envisaged. But peasants are un- 
kely to get the right to buy land outright. 
Ihe most contentious legislation looks 
ke being the law on republican and re- 
onal autonomy. Here the Baltic repub- 
have blazed a trail, insisting that every- 
ven the air—be the property 
f the republics. Some republics and regions 
mplain of being robbed; others will 
d similar rights for themselves. Taken 
he extreme, that raises the absurd pros- 
of, say, the fuel-rich Tyumen district be- 
g a new Arab Emirate by claiming 
ship of its oil and gas deposits. Some 
has to be found of reconciling the inter- 
the state and the demands of the dif- 
republics. It will not be easy. 
formers are becoming more radical. 
ding to one of them, Mr Oleg 
olov, who heads one of Moscow's big 
mic research institutes, they are no 
satisfied with half measures. They 
not half-market, half-plan, he says, but 
r transition to the market; not demo- 
ration of the existing order, but 

democracy which allows the popu- 
to express its will; not half-glasnost, 
real openness which allows people to 
w the truth about past and present. Will 
tadicalism be reflected in the new laws? 
onservatives have immense clout in the 
liament. That, and the tremendous rush 
the legislation on the books, points to 
omise and much future amending as 
acies become apparent. 


or ay 
5luck with it 
FROM OUR NORDIC CORRESPONDENT 
THE voters of Norway said no to mem- 
jum ship of the European Community in 
a referendum in 1972. They do not look like 
getting an opportunity to change their an- 
for a while. That is mainly because of 
the one surprise of this week's general elec- 
tion, the success of the staunchly anti-Com- 
munity Socialist Left party, which almost 
doubled its share of the vote, from 5.596 to 
10%. The issue of EC membership was not 
the only one that gave the party a lift, but it 
Was e to serve as a warning to the 
prime minister, Mrs Gro Harlem Brundt- 
land, that the Community is best kept at a 
distance. She needs the support of the So- 
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Brundtland deserved better 


cialist Left if she is to remain in office. And 
in any event her party, Labour, is deeply di- 
vided on the issue. 

Labour had its worst election. since 
1930, its share of the vote going down from 
41% to 34% and its seats from 71 to 63 (out 
of 165 in a Storting which has eight more 
than the previous one). This was a harsh 
verdict on Mrs Brundtland's government, 
which since taking office in 1986 has had 
some success in putting the Norwegian 
economy to rights. But voters have proved 
unforgiving in the face of rising unemploy- 
ment, which, at 3.9% in July, was exception- 
ally high by Norwegian standards. 

The Conservative party did even worse, 
losing almost a third of its 1985 vote to win 
only 2296 and 37 seats. The Conservatives 
were the main victim of the success of the 
Progress party, which quadrupled its vote 
and increased its seats in the Storting from 
two to 22. The party is led by Mr Carl Ha- 
gen, a man of easy charm who performs bet- 
ter on television than any other leading poli- 
tician in Norway. But Mr Hagen's simple 
remedies for every problem, and especially 
his party's objections to refugees and immi- 
grants, make him an unacceptable partner 
even to the other non-socialist parties. Mr 
Hagen says that, if they won't co-operate 
with him, he won't guarantee to keep them 


Nordic knot 
Seats in Norway's Storting 














with him, he won't guarantee to keep them 
in office in a coalition government. 

That sounds like the opening Mrs 
Brundtland needs. The disagreements be- 
tween the non-socialist parties leave her a 
good chance of hanging on. She will not re- 
sign unless she loses a vote of no-confidence 
when the Storting assembles next month. 
The chances are that, since the balance be- 
tween left and right as a whole has not 
changed, nothing much else will change. 
And the fixed-term provision in the con- 
stitution means that Norway is stuck with 
this Storting for the next four years. 





West Germany 


No contest 


FROM OUR BONN CORRESPONDENT BREMEN 


A CHANCELLOR of West Germany, 
Mr Helmut Kohl may look a bit of a 
bumbler; as a fixer of party rivals he moves 
with awesome dexterity. At his Christian 
Democratic Union’s congress in Bremen 
this week, Mr Kohl routed his foes so com- 
prehensively that even he seemed faintly 
surprised. 

First to succumb was Mr Heiner 
Geissler, kicked out of his job as general sec- 
retary after 12 years because Mr Kohl thinks 
he has become too big for his boots (and 
anyway too inclined to push the left one for- 
ward). Mr Kohl had served Mr Geissler no- 
tice last month. Resistance was promised, 
but failed to emerge at the congress. The 
ejected Mr Geissler was replaced by the 46- 
year-old Mr Volker Rühe, deputy leader of 
the Christian Democrats in parliament and 
very much Mr Kohl's man. lt is a clever ap- 
pointment, not just because Mr Rühe is 
bright and loyal but also because it mollifies 
the parliamentary party, angry that in recent 
years Mr Kohl has passed it by and given 
plum jobs to outsiders. 

Next to fall was Mr Lothar Späth, the 
fast-talking premier of Baden-Württemberg 
and the man until now most touted to be- 
come party chairman if Mr Kohl lost the 
job. Mr Spáth, backed by Mr Geissler and 
others, at one time considered making a 
challenge for the top job at the Bremen con- 
gress. Instead he failed even to win re-elec- 
tion to the party praesidium, a shock which 
made him white-faced and, for once, lost for 
words. Most of Mr Kohl's other critics did 
poorly in the voting too, a further sign of the 
huge influence the chancellor wields behind 
the scenes. 

Some Späth fans muttered about a 
rigged vote. The truth is that the would-be 
chairman manoeuvred himself into a deadly 
crossfire between Kohl backers on one side 
and Kohl foes on the other, disappointed 
that Mr Späth had not been more daring. 
As for Mr Kohl, he was re-elected unop- 
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posed with 571 votes out of 
738. It was his worst result 
since getting the job 16 years 
ago but one with which, as he 
put it beamingly, he “can live". 

Winning re-election as 
chairman is one thing, winning 
the election in December next 
year quite another. Polls show 
that the Christian Democrats 
and their Bavarian allies in the 
Christian Social Union can 
hardly muster 40% of the vote. 
And there are four tricky state 
elections next year as well as 
the national one. In two states’ 
parliaments, those of the Saarland and 
North Rhine-Westphalia, the Social Demo- 
crats (in opposition in Bonn) have absolute 
majorities. In Lower Saxony a Christian 
Democrat-led coalition hangs on in parlia- 
ment by one vote. In Bavaria the Christian 
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What, me? Ruthless? 


Social Union stands to lose its absolute ma- 
jority because of a challenge from the Re- 
publicans, a new far-right party which has 
won unexpectedly strong backing. Trou- 
bling times ahead for Mr Kohl; but in his 
own party he is, literally, unrivalled. 





Economic and monetary union 


Notch by notch 


FROM OUR BRUSSELS CORRESPONDENT 


HE cogs of the European Community's 
inery continue to grind towards 
economic and monetary union (EMU). Fi- 
nance ministers agreed in Antibes last week- 
end how to move towards "stage one" of 
EMU, which begins next July and involves 
closer co-operation on economic and mone- 
tary policies, free flows of capital across Eu- 
rope and beyond, and all EC currencies abid- 
ing by the rules of the European Monetary 
System. The ministers talked, too, of the 
later stages of EMU, which, according to the 
report written by Mr Jacques Delors, presi- 
dent of the European Commission, will lead 
towards permanently fixed exchange rates 
nd a European System of Central Banks, 
reminiscent of America's Federal Reserve. 
Britain alone refuses to accept the goal 
of fixed exchange rates, and in Antibes tried 
to slow progress towards the later stages en- 
visaged in the Delors report by suggesting a 
rival scheme. The chancellor of the exche- 
quer, Mr Nigel Lawson, argued that stage 
one should be followed by the removal of all 
restrictions on the use of EC currencies 
across the Community. With businesses 
thus free to deal in their favourite curren- 
cies, and with pension funds liberated from 
investment restrictions, governments would 
have to compete to make their money at- 
tractive. Monetary authorities would strive 
to outdo each other in anti-inflationary zeal. 
Other finance ministers thought the 
idea irrelevant. Currencies can compete 
only if their parities change from time to 
time, which makes the Lawson plan incom- 
patible with fixed exchange rates (and thus 
with what Britain appeared to sign up for at 
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the Community's Madrid summit in June). 
The Dutch finance minister, Mr Onno 
Ruding, worried that the probable outcome 
of the Lawson plan would be for the D-mark 
to become the accepted EC currency; the 
Bundesbank would then control everyone's 
monetary policy—which, for Mr Ruding, 
would pose a greater threat to national sov- 
ereignty than a European central bank. 

Britain has clearly fluffed its chances to 
put forward a viable alternative to the 
Delors report—such as a minimalist EMU 
without centralist paraphernalia like control 
of budget deficits. The French, who hold the 
presidency of the Community for the rest of 
this year, are chivvying forwards the debate 
on the later stages of EMU. They have set up 
a committee of senior officials from EC fi- 
nance and foreign ministries. This commit- 
tee is charged with working out what the 
later stages of EMU might involve—in effect 
reviewing and commenting on the Delors 
blueprint—and putting its conclusions be- 
fore the finance ministers' next meeting on 
November 13th. 

Mr Lawson sees no point in planning 
the later stages until the reality of stage one, 
which he describes as a massive undertak- 
ing, can be assessed. Stage one involves the 
sprucing up of an agreement reached in 
1974 on the co-ordination of macroeco- 
nomic policy, and of one dating from 1964 
creating a committee of central-bank gover- 
nors. For Mr Delors, the first of these agree- 
ments is the embryo of a European eco- 
nomic policy, and the second that of a 
European central bank. 

The revision of these agreements is itself 

















































no formality, and texts have yet to be agreed - 
upon. The revamping of the central bank- 
ers’ committee has excited sharp argument. — 
Most member-states, but not Britain, would — 
give it a high degree of autonomy. Britain — 
believes that the committee should remain a | 
committee; others would endow it with a — 
secretariat and analysts. Nor can member- | 
states agree on whether it should, like the 
Bank of England but unlike the 
Bundesbank, concern itself with banking sue. 
pervision as well as monetary matters. — . 
Mr Delors, like the French governme! 
is keen that brainstorming on the fr 
stages should proceed in tandem with set 
ting up stage one. In a paper he wrote for the 
Antibes meeting he highlighted the issues | 
he thinks need confronting. 
One is the accountability and indepen- 
dence of the central bank. Most EC coun- 
tries agree with the Delors report that the: 
best way of keeping monetary policy antiin- 
flationary would be to make the bank inde- 
pendent of national or EC authorities. The: 
original Delors proposal was that the bank 
should merely submit an annual report to 
the European Council and Parliament, 
that those two bodies could ask the chair- 
man of the European bank to report to | 
them. Mr Lawson said in Antibes that this - 
would create a central bank less accountable — 
than any in the world, including the 
Bundesbank. For most countries, the best 
antidote to the bank's non-accountability — 
would be to give the European Parliament | 
some role, for instance, by allowing it to ap- — 
prove a board of governors chosen by the — 
Council of Ministers. E 
Mr Delors's paper also stresses central — 
control over national fiscal policies. His re- | 
port had insisted that EMU would work only — 
if the Community imposed binding rules on ~ 
member-states’ budget deficits. It also ar- 
gued for limits on members’ freedom to bor- 
row non-EC currencies. Many member-states 
bow to this centralism. The West German 
and British governments don't. / 
Commission officials now hint at new .— 
flexibility: voluntary co-ordination of bud- - 
get deficits. They have revived a background - 
paper written for the Delors ER 3 
Mr Alexandre Lamfalussy, head of the Bank 
for International Settlements, which is less — 
dogmatic than the Delors report in its argu- 
ments for co-ordination of budget policy. — 
But the commission is unlikely to give up 
the E-element of EMU. As Mr Delors wrote in 
his Strasbourg paper, “for many, EMU is now 
the most accessible means of taking a deci- ~ 
sive step towards European union." E 


Pencil in spring 1991 : 
Such issues will be aired at the November | 
finance ministers’ meeting, and again at the 
EC summit in Strasbourg in December. By — 
then France hopes there will be enough 
agreement about the shape of the later 


stages of EMU for the heads of government to A 
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ference to revise the Community 
Despite this French bid to write its pres- 
ncy into the history books, West Ger- 
y, Holland, Luxembourg and Denmark 

















































ig a surrender o 
EW people know that in June 1985, 
before the Single European Act that 
pens the way to “1992” was even con- 
eived, France, West Germany and the 
Benelux countries signed an agreement ín 
he village of Schengen, in Luxembourg. 
ey decided to abolish all border con- 
between them by the first day of 
90, planning to blaze a trail that other, 
fatier EC members would follow. They 
yorked discreetly, not saying much about 
heir efforts. Last week the Royal Institute 
f International Affairs in London pub- 
shed a paper on EC frontier controls* 
id invited officials from most of the 
hengen countries to tell the sceptical 
h of their achievements. 

te apart from the controls on flows 
goods that the.1992 project is pledged 
sweep. away, the Schengen countries 
to confront the consequences of re- 
ving controls on people at frontiers— 
e of the few: places governments can 
‘out systematic checks on people not 
uspected of a crime. That right to check 
holds a plethora of national differ- 
nces, which must either be harmonised 
way or upheld in more expensive ways. 
ght to check is an effective weapon 
gainst crime, too: West German officials 
rrest 100,000 people each year at fron- 
ers, surveying an annual tally of 900m 
order«rossings. Half of these arrests re- 
ult from the on-the-spot instincts of the 
fficials, the rest from “wanted” lists. 

It is now plain that the consequences 
f the Schengen agreement include: 
Harmonised visa policies. France's de- 
€ision in 1987 to fight terrorism by requir- 
ing visas of many foreign visitors will be 
unworkable once Schengen starts. 
Similar rules on asylum and immigra- 
ion. While national rules could, in the- 
ry, be policed with residence permits, in 
ractice immigrants will make for the soft- 
t regime. One teason why Italy is being 
ently debarred from the Schengen club is 














al conference indefinitely). - s 
The chances are that the Dublin sum- 
mit next June will convene the conference— 
a majority vote would be enough. Since the 
West German federal election will not be 
out of the way until the end of 1990, spring 
1991 is a likely time for the great event. For 
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all its diversionary efforts, there now seems 
scant chance of Britain preventing a confer- 
ence from working on the adapted frame- ` 
work of the Delors report, and thus finding 
itself on the same sort of slippery slope that 
led to the Single European Act in 1985. 











‘Europe without frontiers” is what many Props believe the 

vill wake up to on January 1 1993. They will 

athfinding gon of five European countries has discovered just how 
sovereignty ts implied by those three simple words 


e disappointed. 


Those tolerated drugs could flow across 
an open frontier into West Germany, 
where they are prohibited. 

€ À common gun law. France is loth to 
toughen its controls on the possession of 
firearms because of a right to go shooting 
that dates back to the revolution. 

€ Greater rights of hot pursuit. If crimi- 
nals cannot be stopped at borders, they 
must be pursuable across them. That 
means German police cars zooming into 
France, and rapid rights of extradition. 








€ Harmonisation of laws on stolen prop- 
erty. Otherwise, loot will make its way 
uncheckably to where it is least easily 
recoverable. 

€ Binding agreement on arrests at the 
Schengen five's external frontiers. West 
Germany must be able to tell Holland that 
it wants Otto Leichtfinger arrested as he 
tries to catch a Dutch ferry to Britain. 

€ À powerful information system for ex- 
changing “wanted” lists. A computer net- 
work called the Schengen Information 
System is being set up. The French are 
worried about acting on this exchange of 
data. They want to vet the lists before us- 
ing them. German villains heading for the 
Spanish frontier will be delighted. 

@ Tighter checks on foreigners. The 
only way of compensating for the lack of 








frontier checks, both to catch criminals 
and to enforce immigration laws, is to get 
tougher on identity checks, residence pa- 
pers and the like. British officials at the 
seminar smiled in disbelief. 

@ Hard decisions over inter-Schengen air- 
line flights. All passengers flying into 
Schengenland from abroad will have to 
clear customs and immigration at the first 
point of entry if they, and boarding 
Schengenites, are to fly on unchecked 
from, say, Amsterdam to Munich. The 
Dutch reckon that Schengen cannot ap- 
ply to air travel, ; 

This is quite a list. And with less than 
four months to go to the deadline it is 
clear that the supplementary agreement 
designed to tackle these problems has no _ 
chance of being ready on time. The 
Schengen Information System alone will 
not be ready for 20 months. The 
Schengen countries hoped at first to have 
a working pact that they could offer as an 
example to other EC countries. They now 
seem readier to blend their work into the 
general push for 1992. 

The Schengen agreement was limited 
to a compact core of EC countries with a 
shared enthusiasm for European union 
and a tidy external frontier. Despite these 
advantages, and despite a lot of de facto 
progress towards. unobtrusive frontiers, 
the formal commitment to scrap them is 
proving heavy going. Frontiers are not | 
just inconvenient lines on maps. They 
mark the boundaries between different ju- | 
risdictions; when people. boldly say they < 
will remove frontiers they are really saying - 
that they will merge those jurisdictions. — | 

“Europe without frontiers” is thus 
shorthand, not for an open market, but | 
for a political union of a sort which even 
Schengen’s inventors still find hard to 
embrace. Time perhaps to admit that it is 
not frontiers themselves that keep Europe 
fragmented but the differences in law and 
law-enforcement on either side of them, 
For as long as some of those differences 
remain, it may be that frontiers are the 
least intrusive means of applying them. As 
one Dutch official said. at the seminar: - 
‘Abolishing controls on people, and tak- 
ing the necessary compensatory measures, 
costs us money. Abolishing controls on 
goods saves us money." 





*'Eüropean border controls: who needs them?”, by 
Alan Butt Philip, RUA discussi 
































TANJUNG ARU BEACH HOTEL, LOCKED BAG 174, 88999 KOTA KINABALU, SABAH, MALAYSIA. TEL: (00-88)587 11, TLX: 80751 TABHO 


Shangri-La’s 


Sabah 





A hideaway in the tropics. 


Bathed by ocean breezes. 
Cosseted W ith attention. 
Secluded 


from « ivilization. 


Q Tanjung Aru Beach Hotel 
KOTA KINABALU, MALAYSIA 


NTERNATIONAL RESORT 


I MA. FAX: (60-88)217 158 


SHANGRI-LA INTERNATIONAL: AUSTRALIA (008) 222 448 e BANGKOK (2) 236 777; € HONG KONG (5) 810 778 


è KUALA LUMPUR (03) 2306248 è SINGAPORE 235 1311 e TOKYO (03) 667 7744 
SHLANGRI-LA INTERNATIONAL HOTELS nf RESORTS, CHINA © FIJI © HONG KONG € MALAYSIA © SINGAPORE e THAILAND 





Front runners 


in the field 


of property 


Guess who has more projects under 
starters orders- be it Business Parks, 
Golf Courses, Shopping Centres or 
City Centre Offices ? 


INNOVATORS IN SOUND PROPERTY ADVICE 


London Edinburgh Leeds Paris Frankfurt Dusseldorf Hamburg New York Tokyo 
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Hong Kong, London and Shanghai since 
1865. Japan since 1866. San Francisco 
since 1875. New York since 1880. The 
HongkongBank group's experience in the 
markets of the world extends over a century. 
Its member companies, too, have long and 
distinguished histories in their respective 
markets: James Capel in the UK, Marine 
Midland Bank in the USA, and The British 
Bank of the Middle East throughout the 
Middle East. 


This means that through any of our 1,300 
offices in 50 countries, you can get access 
to advice from people immersed in those 
markets. 


For more information, contact your nearest 
office of the HongkongBank group. 


Intimate local knowledge. A global point of 
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view. A management structure which produces 


fast decisions. That's our strength. 
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HongkongBank 
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The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 

Wardley * James Capel * CM&M 
Equator Bank 
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Fast decisions. Wordwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1988 
EXCEED USSII3 BILLION. 


This year, Boeing jetliners 
will carry more people than live 
in the world’s 100 largest cities. 


That sounds, of course, like an 
unbelievably large number. 
But when you consider that 


Boeing jetliners will carry the Mexico City, Paris. Bangkok. Rio. 
equivalent of 12% of the world's Sydney. Cairo. And nearly a hun- 


population this year. dred other major cities. 
That's more people than live in The actual number of passen- Boeing airplanes take off or land 
about a million times a month, an 


Tokyo. New York. London. Beijing. gers will be about 675 million. 
NE "T ———————— —É—————————M——Éasrlsm c 





unbelievably large number becomes 
largely believable. 


Boeing. We don't just deliver a 
BOLING 


lot of airplanes. We deliver a lot of 


people. 
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“From beginning 
to end, IBM has helped 


us become more 
ee 99 
competitive. 


— Batt Nyberg 
Managing Director 
Sterling Drug Company 
Kuala Lumpur, Malaysia 


When Sterling Drug Company first considered 
computerising its manufacturing operation, the 
benefit it anticipated was greater efficiency on the 
factory floor. It got that, in the form of more 
inventory turns each year, better machine 
utilisation and greater control over raw materials. 
But the real benefit has been the way the IBM 
system brought together managers at every level of 
the company. 


Sterling first began implementing MAPICS, IBM 
software which helps manage material supply, in 
1984. But it believed its investment could do even 
more for the company. Working with IBM and an 
authorised remarketer, Sterling developed a system 
that integrates the whole company and summarises 
not only production data but business data from 
all divisions to give managers an instant picture 
of the whole operation. 


Managing director Batt Nyberg can now see on 
his screen what's in stock and what's not. And he 
spots areas of management concern in minutes 
instead of days. Sterling’s management team has 
the key production, marketing and financial data 
it needs for better planning. With IBM’s help, 
Sterling has turned Computer Integrated 
Manufacturing into Computer Integrated 
Management. 


We're in the results business 
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IBM is working 


with businesses large 
and small in a variety 
of industries throughout 
Asia-and the Pacific. 
For a free booklet about 
these partnerships, 
clip your business card 
and sendit to: 
IBM World-Trade Asia Corporation 
fdvertising/Promaotion Centre 
Level 32, One Pacific Place 


88 Queensicay 
Hong Kong 
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REMY MARTIN XO 


Exclusively Fine C hampagne Cognac 


niy coenac made from granes Prawn in Cognac s two hest regions is entitled to he 


called Fine Chamnaone Cognac 











RITAIN THIS WEEK 


"Voters ahoy 


The Democrats held their 
` party conference. Their lead- 
er; Paddy Ashdown, dismissed 
David Owen’s offer of a pact 
and attacked the Greens 
(hair-shirt new Calvinists”). 
- Echoes of past Liberal moral 
-missions reverberated as Mr 
Ashdown—alone among the 
party leaders—supported 
Hongkongers' demands for 
tights of residence in Britain. 


^t Meanwhile, Labour admitted 
| it is shrinking. Some 8% of its 
| members quit last year, the 
ggest exodus since 1981. It 
now has only 295,000 mem- 
bers (down from 650,000 in 
© 1979). Party leaders claim that 
-since January numbers have 
| been rising. 


|. Labour unveiled plans to re- 

“duce city traffic—by taxing 

“1 it. Charges for company cars, 

|; and maybe also parking 
places, would rise. Money cur- 
rently earmarked for road- 

“ building would go to subsidise 
public transport instead. 


^ A woman was raped on a 
London tube. And a survey 
showed that only 24% of 

' women thought the tube safe 

| during the daytime (and only 

- 196 at night). 


Employers' woes 


An industrial tribunal ruled 
| that wages at Lloyds Bank 
‘were “tainted with sexual 
discrimination". It ordered 
female clerical employees to be 
paid the same as male 
* messengers. 











The London ambulance ser- | 


vice arranged for taxis to help 
it cope with a national over- 
time ban by 19,000 ambulance 
workers. They have been of- 
fered a 612% pay-rise but are 
still pressing on with a 20% 
claim. 


The press officer for South 
Yorkshire’s police force was 
reinstated on the orders of an 
appeal panel. She was the only 
member of the force to be 
sacked after the Hillsborough 
football disaster—allegedly for 
telling journalists too much. 


Birmingham’s Asians plunged 
into a row with the city’s La- 
bour council. A white teacher 
who speaks only English was 
appointed “home liaison offi 
cer" of a school where most of 
the children are brown. Par- 
ents want a teacher who 
speaks Urdu or Punjabi. 


Shifting tide 


Estimates indicated that infla- 
tion has dropped to 7.4% in 
the 12 months to August, 
mainly because the big mort- 
gage-rate rises occurred 13 
months ago. Retail sales are 
also slowing down fast, but the 
prime minister has promised 
to keep interest rates high un- 
til "the cancer of inflation" is- 
beaten. E 





MIST SEPTEMBER 16 1989 








Muslims upset by the existing 
parties’ reactions to the 
Rushdie affair launched their 
own Islamic party to fight lo- 
cal and parliamentary elec- 
tions. Critics said it was domi- 
nated by converts from 
outside the Asian community. 


New ways of listening to mu- 
sic are soaring up the charts. 


The government gave up try- 
ing to force Air 2000, a char- 
ter company, to stop at Prest- 
wick after leaving Glasgow for 
Florida. The beginning of the 
end for the airport nobody 
wants? 


Storms hit southern England. 
A man in Kent was killed by 
lightning. The home counties 
were soaked. The Dartford 
tunnel was closed, and cars 
abandoned on motorways. 





| Judgment in questi 


| Simon Hayward, late of 
|. Life Guards and 2/2 years 


Swedish prison for drug» 
smuggling, came home to à 
press conference for his boo 
about what happened. Ho 
did all that cannabis get into 
the car he drove from Ibiza t 
Sweden? Ask his brother 
Christopher, owner of the t: 
and regrettably still 
uncontactable. 


A corporal jailed for passiny 
information to Ulster terror 
ists was reinstated by the 
army. Two members of th 
ster Defence Regiment we 


| charged with helping a Protes- 


tant death squad to murde 
Roman Catholic activist. Th 
prime minister, on a visit to 
Northern lreland, went o 
her way to express confide: 
in the regiment. 


Mrs Thatcher vetoed a 
£750,000 survey of the cou 
try's sexual habits, calling 
intrusive and a waste of tax 
payers’ money. Some angry 
scientists claimed the surve 
was essential for fighting AIDS. 


According to a survey, mil 
tary bands get more govern- 
ment subsidy than do all oth: 
forms of music put together 
The services’ bands got £61: 
in 1987-88; other musicians 


£49m. 


nounced she is pregnant. T 
diverted attention away froi 
her two books for childre 
(about a helicopter called Bus 
gie), published on Monday: 
They have already been 
panned in America. 
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Half year ended 30 June Year 
1989 1988 1988 
am im im 








- Profit before tax from: 






Insurance business 
Life, pensions and other 
















long-term 132.7 850 2004 
General insurance 36.3 40,3 87.4 

vo Non-insurance business 
Investment management (UK) 9.3 0.4 8.0 
Unit Trusts and PEPs 0.7 (1.3) (3.9) 
(oc Estate Agency (24.7) 5.6 17.2 









Shareholders’ other income 42.4 








































Total trading profit before tax 196.7 157, 3 3526 
Transfer to revaluation reserve (23,9) (15.0) (13.0) 
Tax and minority interests (55.7) (443) (108.1) 
Hributable to shareholders 118.6 980 2315 
rnings per sbare 6. 4p 5. 4p 12.6p 
Dividend per share 3.1p 2p 8.0p 














. Dividends will be paid on 30 November 1989 to shareholders on the register on 
28 September 1989. 














coo Nate: 
<E Results for the balf year are estimated and unaudited 


2. The half year results should not be taken as a guide to the likely results for the year 
as a whale, 






Bu AS stated ‘in the last Annual Report, our intention is to increase the transfer Lo 
shareholders’ funds from the long-term fund of the Prudential Assurance Company 
Limited tó 10% of the declared surplus, the maximum level permitted by its Articles 
of Association, These figures bave been produced on that basis and, as required by the 
'nsurance Companies Act 1982. we shall be giving formal notice to that effect to the 
Secretary of State. 

















The Interim Report will be circulated to shareholders on 15 September 1989. Members 
of the public may obtain copies thereafter by writing to the Registrars Department, 
Prudential Corporation, 1 Stephen Street, London WIP 2AP 


PRUDENTIAL CORPORATION PLC 






FIRST HALF PROFITS _ 
INCREASE BY 25% TO £197m. 





K Earnings per share increased by 18 per 


cent to 6.4 pence. 


K Interim dividend increased by 15 per cent 


fo 3.1 pence. 


K Strong performance of life, pensions and 
other long term business worldwide Profit from 
this sector increased 56 per cent to £132.7 million, 
due to growth and the intention to increase 
the shave of the distributed surplus going to 
shareholders’ funds. 


* General insurance results show an encour- 
aging underlying performance, but have been 
affected. by the decision to strengthen claims 
reserves particularly for reinsurance business. 
K Downturn in the housing market affects 
the UK estate agency result 

*& Shareholders’ other income reflects the 


increased investment return achieved from 


equity markets, 












- tion to 


OU can be an HzOwner". By now 
~~ only the most ostrich-like Briton can 
have escaped this slogan. No sooner had the 
government launched its campaign to sell 
f its ten water and sewage businesses than 
* - lvertisement hoardings were groaning, air- 
= waves buzzing, and 20m letter boxes bulging 
i: aan glad tidings about aquatic share-owner- 
ship. 
Small investors are being bribed to sup- 
port the local firm. Swift registration and re- 
„gional loyalty will be rewarded with either 
~ cut-price or bonus shares (the first time the 
government has offered a discount on 
shares. in an issue), and with a place in the 
front of the queue if the offer is over-sub- 
: scribed. All very tempting; but as they leaf 
through their sleek prospectuses many H2O 
users will wonder why the government both- 
ered in the first place. 
: Apart from the "if it moves, privatise it” 
-school of Thatcherites, the strongest advo- 
cates of the sell-off have been the chairmen 
of the local water authorities. Recruited ex- 
clusively from the private sector since 1983, 
they see themselves as dynamic entrepre- 
neurs rather than aldermen. Irritated by the 
ghly regulated and politically charged 
eputucture of nationalised industries, an- 
noyed that the government has burdened 
them with obligations without giving them 
the wherewithal to meet them, and con- 
vinced that. petty regulations have in the 
| past prevented them from marketing their 
employees’ skills, they are gung-ho for pri- 
. Vatisation.. 
«Mr Gordon Jones, a Welshman who 
"doubles as chairman of Yorkshire Water 
and of the Water Authorities Association, 
Out that there is nothing unusual 
about privately owned water. A quarter of 
. British water is already private; and the 
| French and Americans have enjoyed the 
stuff for years. He argues that one of the big 
benefits of privatisation will be to separate 
the regulators of water from the providers— 
_ or, as he puts it, the gamekeeper from the 































unimpressed. 


Troubled waters 


e government has launched its most unpopular and tricky privatisa- 
date. Heavy advertising of the water sale has been unpopular, but 
he financial sweeteners may yet prove irresistible 











ownership is popular, with around 8096 of 


Britons preferring to leave things as they 
were. As well as being politically risky, the 
privatisation is economically tricky. Always 
capital-intensive and debt-ridden, water 
businesses face mounting costs caused by 
public fears—Britons now spend £135m a 
year on bottled water—and onerous EC 
directives on water quality. 

Mr Michael Howard, the water minis- 
ter, has dealt with these problems by pump- 
ing almost £6 billion into the industry and 
at the same time freeing the water businesses 
to raise their prices by varying amounts 
above the rate of inflation (the k-plus for- 
mula). This has won friends in the initially 
sceptical City; it goes down less well with 
consumers. 

Worried that these incentives may yet 
prove insufficient to attract small investors, 
the government has made heavy use of an 
advertising agency, Collett Dickenson 





























Pearce. The ten water companies recen 
spent £20m on billboards and televisi 
time singing their own praises; and the 
ernment is set to spend at least £20m on t] 
official privatisation campaign. : 

This advertising binge has left.à 
taste in many mouths. Few believe that 
water authorities’ campaign was unrelat 
to privatisation, as their chairmen have pub 
licly insisted: after all, the last thing that 
water authorities want to do— particularly 
after a dry summer—is to increase demand 
for a non-metered product. The Ind. 
dent Broadcasting Authority has rec 
113 complaints about misuse of ratepayer 
money. 

Mr Gerry Grimstone, of J. 
Schroder Wagg, a merchant bank advisi 
the government, seems confident that s 
political difficulties will blow over, As 
flotation gets under way, he hopes pe 
will think with their wallets—forget 
about the politics of privatisation and 
centrating instead on the merits of the 
vidual companies up for sale. But the ș 
ernment has obviously been stung b 
criticism: its original advertising budget 
£25m, but has now been cut by 20%, 

The Labour party has been quick 
cash in on public disquiet. On Monday its 
Treasury spokesman, Mr Gordon: Br 
released figures on the full costs of privatisa- 
tion. He calculates that the water flota 
will cost £330m in City fees as. well 
in advertising. This is small beer coi 
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keting) but much larger than the bill for 
itish Telecom (£143m and £14m respec- 
rely). Once water and electricity have been 
] off, the privatisation bill may exceed £2 
ton. 

The government has also managed to 

y free-market enthusiasts by trying to 
things in order to ensure that all ten com- 
es get equal benefits from the sell-off. 
water chairmen have had stern 
ings not to talk up their own compa- 
es-—ie, not to compete for stockmarket 
ention. 

In fact, the ten companies have strik- 
sly different populations, pollution prob- 
ns and commercial prospects. Thames 

er has £1.3 billion worth of fixed assets, 
h West Water only £324m; 35.596 of 
lian beaches fall-below EC standards for 
ing compared with only 4.596 in York- 
. And demand for water is surprisingly 

e to economic fluctuations: during 
ession:of the early 1980s North West 
saw its sales decline by 2096. All water 
esses may be equal in the govern- 
eyes, but some are more equal than 






















National account: 


Numbers game 


O GOVERNMENT department has 

done more to beat inflation than the 
Central Statistical Office (cso). The price of 
its annual Blue Book—the statisticians’ bi- 
ble on income and expenditure flows, the 
latest edition of which was published this 
week—has fallen by almost two-fifths in real 
terms since 1983. Unfortunately, the stan- 
dard of the cso’s numbers also seems to 
have dropped in recent years. Now, says the 
CSO, it is trying harder. 

In theory the three measures of apr (the 
sum of all spending, all incomes or all out- 
put) should be identical. In. practice they 
never are, and the gap has been increasing 
in recent years. When the initial estimates 
for 1988 were published in March of this 
year, the income-based GDP was a cool £6.2 
billion larger than the expenditure-based 
number. And the different figures also sug- 
gested a pic `n’ mix range of rates of real GDP 
growth: 2.6% according to the expenditure 
measure, 4.496 on the income measure, 
4.396 on the ouput measure. With in-house 
statistics like chat, one might think, who 










needs hostile analysis from outside? 

From past experience such discrepan- 
cies tend to evaporate as more data are col- 
lected: expenditure-based Gp has tradition- 
ally been especially prone to revision. (The 
initial gap between the income and expendi- 
ture measures in 1987 was £7.5 billion, now 
cut to £1 billion mainly by increases in the 
expenditure GDP.) So in producing the latest 
Blue Book's expenditure Gop numbers, the 
CSO has actually anticipated future revi- 
sions. It has turned the raw data into a best 
estimate, adjusting them in line with past 
revisions. : 

For example, fixed capital investment 
has been lifted by £1 billion in 1988, to give 
a record increase over 1987 of 13.1% in vol- 
ume terms. There has also been a big adjust- 
ment to stockbuilding, to give the biggest in- 
crease in stocks for 15 years. This has lifted 
the growth in the expenditure measure of 
GDP to 4.0%. One immediate result: the av- 
erage of the three measures of GDP growtl 
has been revised from a March estimate o. 
3.8% up to 4.3%. 

Another change ‘should help improve 
the quality of government statistics, too. In 
July the cso assumed new importance. It is 
now responsible for all the numbers that 
used to be crunched by the Department of 





esting in London 


OOLVERSTONE HALL, a board- 
ing school near Ipswich for poor 
ndon boys, is a misfit. Left-wing educa- 
nalists feel uncomfortable with a single- 
school housed in an eighteenth-cen- 
tury manor which emphasises doing well 
| exams and looks suspiciously like a 
c school. The right is ill-at- 
with an expensive product of 
€ Labour-controlled Inner Lon- 
don Education Authority (ILEA) 
t smells strongly of positive 
iscrimination. With ILEA being 
‘ound up, no London borough wants to 
ake on so large a responsibility so far out- 
side the capital; the government has re- 
fused to save it. Barring the unexpected, 
this academic year will be its last. 
> The pity of it is that, while the govern- 
ment and business have been worrying 
how to help inner cities, Woolverstone 
has been getting on with some cost-effec- 
tive investment. The boys—mostly “de- 
rived”, mostly black—get, on average, 
eatly seven O-levels each—much more 
han children in other EA schools. 
Around a quarter go to university, com- 
pared to a national average of 996, and an 
avetage for blacks of 296. 
'- Woolverstone used to be a grammar 
school providing a public-school educa- 
tion on the cheap. After it went compre- 

















hensive, primary-school teachers started 
to recommend it to parents finding it diff- 
cult to cope with children at home. The 
proportion of poor, black pupils rose and 
accelerated as middle-class white parents 
backed away. Of the 250 boys the school 
had before ILEA started to wind it down, 





more than half were black and more than 
three-quarters were from  one-parent 
families. 

Many find it a hard transition from the 


streets of London to a classical 
Adamesque manor, garnished with over- 
blown roses. Questioned by Mr Richard 
Woollett, the headmaster, one particu- 
larly difficult new boy explained his ha- 
tred of the place: "It's all them effing 
trees”. But those who hate it are freer to 
leave than are children at public schools, 
weighed down by the pressure of parental 
investment. Those who stay mostly like it. 

The boys we talked to say 
Woolverstone helps them work because at 
home it is difficult to get down to things. 
One boy who had been at a London com- 
prehensive says the school is good at 


teachers, spending more time with the 
boys, get to know their abilities better. 

According to the boys, Woolverstone 
also develops the parts that other schools | 
do not reach. "I find people in London 
pretty rough, fighting a lot," says one. | 
"Here, you have to live with all sorts of 
people you don't really like, so you learn | 
how to sort things out without fighting." | 

He maintains that, because every- | 
body is forced to get used to each 
other, there are no racial problems. 
Mr Stuart MacDonald, the deputy 
headmaster, agrees. 

Like the government and ILEA, 
the boys' friends do not really know what 
to make of the place. "They think either 
we're in prison or we're posh," says one. 
"But we're not posh. We're just civilised.” 

Civilisation is expensive. Teaching 
costs at Woolverstone are about the same 
as at a day school, but the bill for board 
and lodging is around £5,000 a year, 
bringing the cost per boy to £6,500, or 
£m a year for the whole school. Then 
there i$ the opportunity cost: the estate 
could be sold for around £5m. Nobody 
has calculated how much it saves the state 
by keeping boys out of care, or how much 
benefit it generates by making people eco- 
nomically useful; so the bare figures con- 
demn it. It would make a lovely hotel, un- 
less a rich reader of this article decides it 
should stáy as a school. 












68 

















LOSE SOME, 


Living or working abroad you will no doubt enjoy many benefits. 

Of course there will be a few things you'll miss from back home and. 
some of these will be to your advantage. : > 

Like tax returns, wet summers, worse winters, rail strikes, traffic jams, 
heavy fuel bills and not least of all — tax liabilities on interest earned from: 


your hard won savings. 


WIN SOME. 


Offshore investment means more. 

It is in this area that the real advantage of residing abroad becomes 
apparent and you can win hands down by investing your savings with the 
offshore arm of a major British bank — Barclays. ; 

Barclays International Funds are available from Jersey in the Channel 
Islands ~ widely recognised as a leading international offshore financia 
centre. The investment advisors are Barclays de Zoete Wedd Invest n 
Management Limited, one of the world's most respected investment 
houses. : 

Choíce and flexibility. 

The Funds are open ended, there's a choice of 17 in all, covering 
equities around the globe, major currencies, gilts and fixed interest stocks 
and are designed to provide you with income, capital growth or both. 

Any combination of Funds can be selected and you can switch at any 
time to take advantage of currency gains or market fluctuations, 

You can start with just £1,000 or US$1,500 although we do offer 
special privileges to accompany investments of £50,000 or US$100,000 or 
more. 

Whatever the size of your investment, whichever Fund or Funds you 
choose you can rest assured that with Barclays in Jersey your savings are in 
the safest offshore harbour. 

If you would like full details of all Barclays International Funds and 
our special Cunard Holiday Offer please return the coupon to: 

Richard Roberts, Barclays. International Funds, 

P.O. Box 152, Rue des Mielles, St. Helier, Jersey, Channel Islands. i 

Or telephone 0534 67888 


—€—à 


Please send me füll details and brochure absolutely free and without 


obligation on my part. 





I am considering investing a sum of __. 
: g 


Name 











SEND TO RICHARD ROBERTS, 
BARCLAYS INTERNATIONAL FUNDS, 


DEPT. E/165/LW. PO BOX 152, ay i pa 
RUE DES MIELLES, ST. HELIER, FUNDS M M 
JERSEY, CL. TEL 0534 67888. 


| INTERNATIONAL 


THESES INVESTMENTS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACTOF 1933 OF THE UNITED STATES OF AMERICA AND THEY ARE NOT 
AVAILABLE EITHER DIRECTLY-OR INDIRECTLY TO RESIDENTS OF OR CITIZENS OF THE U.S.A. ITS TERRITORIES AND POSSESSIONS. 


IST SEPTEMBER 16 1989 - 






























stment statistics), as well as for the retail 
és index, which was formerly in the care 
the Department of Employment. 

:So now, in a break with past editions, 
€ Blue Book includes international trans- 
tions. Perhaps it will find a way to fill the 
k hole at the centre of the balance of 
iyments. Last year's balancing item to 
ake the international capital and current 
nts add up was £12.3 billion—almost 
as the £14.6 billion current-account 








¥ ECRIMINALISATION, for and 


against: 




























“Te is not drug abuse itself which 
reates the most havoc, but the crime 
' resulting from its prohibition. It is 
. to contemplate some form of 
ensed sale of drugs... 
ndependent, September 7th. 
@ "Decriminalisation is a radical step, 
nd a painful one for many of us to 
ome to terms with—but it is the only 
neans by which the worsening drugs 
is can ever be overcome.” 
vening Standard, September 6th. 
"The price paid for treating a pub- 
ic health problem as a crime should 
prove too much for even the present 
level of public hysteria to tolerate." 
*inancial Times, September 7th. 
"Faced with the horrors of the drug 
pidemic in the United States, siren 
ices have begun to whisper (sic) 
hat the answer lies not in suppress- 
ng the trade but in legalising 
s.. This is not merely nonsense; it 
is nonsense of a pernicious kind." 
Observer, September 10th. 
"Drugs are an evil to be fought, not 
o be accommodated." 
-The Times, September 4th. 
“A government which gratuitously 
:added one more health risk in order 
to ease its task would forfeit public 
respect." 
/ Daily Telegraph, September 6th. 
"Legalising the trade would only in- 
crease addiction... Powerful new 
commercial organisations would 
emerge, with just as much interest as 
the tobacco companies in promoting 
addiction to their products." 
: dian, September 5th. 
. "Drugs are not yet the menace here 
that they are in America. But the 
threat is growing by the day. We 
‘should also stand ready to join in mili- 
tary action... Remember Grenada?" 
Sun, September 7th. 



















































































ade and Industry (each à as stade and in: 


: Cambridgeshire 


Plagued by prosperity 





Traditionally sleepy, Cambridgeshire i is now trying ko cope with a boom. 
Many people dislike the planners’ cautious approac 


LAT, dull and dependent on sugar-beet, 

Cambridgeshire has had little going for 
it in the past. Yet this decade the county has 
boomed. Its population has grown by more 
than 10% since 1981, faster than anywhere 
else in the country. Managing growth has 
become the big local issue. 

Cambridgeshire proper divides into 
three bits: the Fens (an agricultural 
backwater), Huntingdonshire (a rib- 
bon of industry along the Ouse val- 
ley) and the south of the county, in- 
cluding the county town (the engine 
of growth). North Cambridgeshire 
and its brash new town, Peterbor- 
ough, form a separate economy. 

Part of the growth, but only part, 
has come from a high-tech boom. 
The 400 or so high-tech companies 
have received much publicity, but 
they account for only 12% of local 
employment. The county has flour- 
ished as brain has become more im- 
portant than brawn, and as Britons 
have moved south-east and from the 
smoke to the fields. For commuters to 
the City of London, Cambridgeshire 
is the most convenient rural idyll: 
newly electrified trains slide into Lon- 
don from Cambridge in just under an 
hour and from Audley End in 50 
minutes. 

The pressure will increase, not 
slacken, during the 1990s. Stanstead air- 
port, 20 miles from Cambridge, handles 
1.2m passengers a year at the moment: the 
number is planned to rise to 8m by the mid- 
1990s. In addition, a link road is to be built 
joining the A1 and the Mi, creating a dual- 
carriageway route from Felixstowe and Har- 
wich through Huntingdonshire to the Mid- 
lands. And the railway's electrification is 
due to carry on northwards, ferrying Lon- 
don's commuters farther into the county's 
grey-green flatness. 

Even if Cambridgeshire thought it 
could hold off these pressures, it would not 
be allowed to. Although the county council 
writes its own "structure plan" —a general 
economic prescription for the next 15 
years—the Department of the Environment 
can rewrite it. After Berkshire had its anti- 
growth plan torn up by the 
DOE, Cambridgeshire wrote 
a reasonably expansionist 


ing on its edges, but its cen- 


plan which, after a further shove from 
Whitehall, came out with projected popula- 
tion growth of 2096 by 2001. 

Even so, the local planners are attacked 
for caution. According to PA (Cambridge) 
Consultants, the population may grow by 
more than 2096 if their buoyant economic 
forecast comes true. 
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9 Science "t 
o ERR: 


Tight planning restrictions have already 
created a housing shortage. In Cambridge 
and the not-particularly-attractive villages 
surrounding it, three-bedroom  cottag 
fetch £200, Q00-— more than in some bits 
smart inner London. The local authorities 
are attacked for restricting growth by refus- 
ing developers planning permission, thus 
pricing locals out of the housing market and 
restricting the supply of labour. 

The planners’ management of eco- 
nomic expansion, critics argue, is too defen- 
sive. They seem to hope that growth can be 
swept into the corners of existing settle- 
ments. But whether it is managed by 
"infilling" existing villages or by planning 
new ones, the scale of Cambridgeshire's 
boom is bound to turn a farming county 
into a densely populated industrial one. 

The town of Cam- 
bridge is to have new hous- 






Video Science Course for Children 


Winner of the Association for the Advancement of Science Award 


“Only 8 Years Old...And He's 


Teaching Me About Science!" 





First Time 
in the U.S. on 
Home Video. 

Not Sold 
in Stores! 


14 
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SORE reps Era 


LOU Learn what makes an airplane fly. 








Learn about the powers 
of magnetism. 


Acclaimed Video Science Course for Children 


Gives Your Child a Critical Early Advantage 


A Head Start in Science for 
Children Ages 7-12. 


It's no secret: American schools are failing 
sience. The National Science Founda- 
on and the U.S. Dept. of Education have 

reported this time and again. The average 

European or Japanese student gets 

3 times more science instruction than the 

best U.S. science student! 





*Source — National Science Foundation 
(Performance in physical sciences, 4th-12th grades.) 


In tomorrow's super-tech world, science 
will be essential for success. U.S. kids are 
already being left behind. But now there's 
something you can do about it 


Turn Your TV into a Teacher. 


For the first time ever, your child can start 
learning science from the same learn-at- 
home video program proven in Europe 
Adventures Into Science is entertaining 
and effective. Winner of the prestigious 
Advancement of Science Award! 


Kids learn about the fantastic powers of 
light, gravity, magnetism, inertia, electric- 
ity — and much more. The London Times 
calls it “the most imaginative educational 
video program yet!" 

Dozens of dazzling experiments and 
demonstrations excite kids' curiosity, and 
teach basic scientific principles 


Give Your Child What 
the Schools Aren't Providing. 


Adventures Into Science includes every- 
thing to master basic scientific principles 
Twelve colorful video lessons on six 50- 
minute videos that kids will watch over 
and over. Emphasizes the "hands-on" 
learning too absent in U.S. schools. A 
special Parent's Guide includes safe ex- 
periments for you and your children to 
do at home. You'll be thrilled when your 
child starts explaining science to you! Be 
delighted with his excited progress 


Satisfaction Guaranteed. 


Adventures Into Science is priced afford- 
ably — just $26.95 per video. And there's 
no risk: you may return the set within 15 
days for a full refund. Order today! Give 
your child a critical early advantage in a 
competitive world. 


© 1989 MBI 
Early Advantage Satisfaction 
47 Richards Avenue guaranteed 


Norwalk, Conn. 06857 


Call Toll-Free: 1-800-367-4534 
Yes! Please send me the Adventures Into 
Science Home Video Course for Children, 
| understand only VHS format is available.? 


Name 





PLEASE PRINT CLEARLY 


Address 





City/State/Zip 





Signature 





(Al orders subject to acceptance ) 


Charge each of six monthly installments of 
$2774* to my credit card 


C] VISA C2 MasterCard C) Diners Club O American Express 





Credit Card No. Exp. Date 
O I prefer not to use my credit card and will 
pay by check. Enclosed is my deposit of $55.48* 
for each set. | will pay the balance as billed in 
four monthly installments of $27.74" each. 


charge 

CT residents add 8%; TN residents add 7%% sales tax 
Allow 2 to 4 weeks for shipment 490-4812 
* PAL not available 


*Includes one-time $4.75 shipping/handli 














: AMBRIDGE people rarely smile, 





^N % 


And Ditton girls are mean and dirty, 


And folks in Shelford and those parts 
Have twisted lips and twisted hearts, 
And Barton men make Cockney rhymes, 

nd Coton’s full of nameless crimes, 

_And things are done you'd not believe 

‘At Madingley on Christmas Eve. 

trong men have run for miles and miles 
“When one from Cherry Hinton smiles; 

‘Strong men have blanched and shot their wives 
Rather than send them to St Ives; 

Strong men have cried like babes, bydam, 

To hear what happened at Babraham. 













f Being urban, squat, and packed with guile... 


And there's none in Harston under thirty, 


lie Old Vicarage, Granchester. By Rupert Brooke, 1912) 





‘already jammed. Vans riding up onto 
ments bump cars parked in narrow six- 
h-century alleys. Locals crowd the 
| market square, dissatisfied with the 
shopping and jostled by tourists, of 
iom there are 3m each year. 

Outside Cambridge, similar problems 
South Cambridgeshire is already near- 
irbia, whose villages are approaching 
other fast. The Cottenhams and Castle 
ips, the Fen Dittons and Fen Draytons 
g up. Discreet little signs direct you 
urgeoning companies down rosy lanes, 
Melbourn boasts its own science and 
ness parks. 

The strongest opponents of 
lopment are the newcomers. 
le who have just moved from 
moke to fufil their rural fanta- 
iles want change to stop when 
arrive, so they can sit in their 
ns and listen to the gentle 
ids of rural stagna- 

ln some villages 


have set up co, e 
ationist parish "so- ^ ===" 


Li 


| in competition 
th the often-expan- 
nary parish councils. 
Long-time residents, who tend to run 
he parish councils, often want develop- 
nt. Farmers hoping to sell land at inflated 
lues tend to be in favour of building. 
ther old-timers, who rely on local services, 
ant new residents to keep schools, shops 
id pubs going. Even the parish councils, 
oWever, are not prepared to accommodate 
ll the new houses needed. 
Critics of the planners say that growth 
I throttle itself unless it is spread. They 
y it could be diverted in two ways: by di- 
ecting it towards less-saturated bits of the 
unty, and by building new towns and vil- 
es instead of letting existing ones sprawl. 
A group. headed by Mr Gordon Cam- 
ron, professor at the university's depart- 
ent of land economy, has attacked the 
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tructure plan's conservatism. lt suggests 







“pushing the growth out to a ring 
of towns around Cambridge— 
Huntingdon, St Ives and Ely— 
near enough to the city to benefit 
from its good reputation, but far 
enough to remove the pressure: 

The department surveyed 
companies in Cambridge and 
found plenty willing to go west, to 

Huntingdon and St lves But 
those towns have had as much 
growth as they can manage. St Ives 
has grown by over 3096 in the past 
decade: it does not want Cam- 
bridge's spill-over. 













































Look eastwards 


East Cambridgeshire, meanwhile, 
longs for new sources of employ- 
ment. But it is curiously distant 
from  Cambridge's buoyant high-tech: 
wholly dependent on agriculture and food 
processing and packaging until ten years 
ago, it is thought backward and 
gloomy. Ely, some 15 

miles from  over- 








crowded, lively 
Cambridge, has a mar- 
£ ket square and 11,000 peo- 
E ple dominated, as they have been 

for six centuries, by a glorious cathe- 


ae wi The railway station offers a few buns, 


mugs of tea made from a kettle, a second- 
hand bookstall and trains that take an hour 
and 40 minutes to get to London. 

None of the companies surveyed in 
Cambridge wanted to move east. In the cir- 
cumstances, East Cambridgeshire's district 
council has done a good job of attracting 
overspill companies. It set up Cambridge- 
shire Business Park in Ely—not, of course, 
to be confused with the Cambridge Science 
Park—by sticking up a board in front of a 
few fields. All the plots are now sold. It also 
has a couple of small indus- 
trial estates on old airfields 
outside the town. 









Ely is netvously planning for a shopping 
centre discreetly hidden: behind a pretty fa- 
cade off the market square; and bracing it- 
self for the 40% increase in population that 
the council's structure plan threatens it 
with. But the demand has yet to materialise: 
the East Cambridgeshire council is attract- 
ing reluctant businesses without much en- 
couragement from the county or the 
government. .— 

A little improvement to the narrow, 
winding A10 that links the town to Cam- 
bridge would help. As it is, the prospect of 
40 minutes behind a carrot lorry still deters 
companies thinking of moving part of their 
operations northwards. ae 

The supporters of new settlements, who 
oppose. . reliance. on 
“infilling’,. argue 
that the plan- sg 



























ners should take a 
more ‘radical approach 
to new villages, The structure 
plan includes a couple, one just to the north 
of Cambridge, and one either to the east or 
to the west. But they will take in only around 
4,500 of the 63,000 planned new houses. 
The rest will have to fit in somewhere, 
somehow. 

The critics say that the new villages look 
like low-cost dormitories for locals who car - 
not afford Cambridge house prices. Nece! 
sary, certainly, but they will not provide an 
alternative focus for growth. Shops, offices 
and factories will still struggle to get to Cam- 
bridge, which will slowly choke. 

Radicals suggest that Cambridge needs 
the kind of dramatic decision the British are 
particularly bad at if its growth is to spread 
and flourish. Why-not, for instance, move 
the county and district-council offices out of 
Cambridge, and use them to create a new 
centre of attraction north of the over- 
crowded city? Together, they are the biggest 
employers in Cambridge, so other offices, 
shops and houses would follow. The idea 
has often been mooted. But 
nobody has ever quite 
dared to try it. 
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m it together 


N TUESDAY night, with the Demo- 

crats' conference in Brighton osten- 
sibly only half-complete, the champagne 
already flowed like water. For much of the 
press, the excitement was over. Mr Paddy 
Ashdown, the Democrats’ leader, re- 
mained circumspect; but he, too, looked 
relaxed. A week that had promised to be a 
nightmarish stumble from one trip-wire to 
another was turning into a sure-footed 
display of political sense. 

e Democrats at Brighton had to put 
three miserable months behind them. 
They had fallen into fourth place in the 
opinion polls; they were bickering over 
their name. On the Sunday that they as- 
sembled along the sea-front, their very 
own Beelzebub—Dr David Owen—stole 
their leader’s thunder in a television inter- 
view with Mr Brian Walden. 

Yet by Sunday night, the mood had 
perceptibly eased. Dr Owen, it became 
clear, had said nothing he had not said be- 
fore. Mr Ashdown had conducted a press 
conference with confidence, and had en- 
joyed a wholly successful eve-of-confer- 
ence rally. Lord Jenkins, the father of all 
who have contested the centre-ground of 
politics in the 1980s, was witty, orotund, 
selfmocking, and pointed. And Mr 
Ashdown had played his China card to 
advantage; Mr Martin Lee, one of the 
leaders of Hong Kong's democracy move- 
ment, spoke at the rally, as did a dissident 
in exile from China. 

The events of Tuesday confirmed the 
upbeat mood. Amendments of a 
unilateralist hue to the party’s defence 
policy were heavily defeated. And a mo- 
tion censuring five named officers of the 
party, including Mr lan Wrigglesworth, 
the party president, was withdrawn when 
it was clear that there was virtually no sup- 
port for it. 

Behind the mainly lacklustre debates, 
the new party was starting to take shape. 
All political parties have trouble with 
their activists—with those whose commit- 
ment is total, and who believe that their 
long hours spent licking envelopes entitle 
them to dictate policy. But nobody suf- 
fered from the arrogance of its activists as 
much as the old Liberal party. 

from Yorkshire, or up from 
London, the socks-and-sandals brigade 
thought their brand of “community poli- 
tics", greenery and pacifism was eccentri- 
cally lovable. In fact, it was a tiresome 
bore. Their antics, especially at the East- 
bourne party conference of 1986, when 
they sank the old Alliance’s defence pol- 
icy, made sensible Liberals despair. 

It is now clear that the merger of the 
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Liberals with the Social Democrats has 
immeasurably strengthened the hand of 
those sensible Liberals. Time and again in 
Brighton, a challenge from Liberal activ- 
ists was swept aside by the new leaders. Of 
all the charges that Dr Owen made to Mr 
Walden, none was so absurd as his claim 
that the merger was a “takeover” by the 
Liberals of the Social Democrats. There 
were times in Brighton when it looked like 
exactly the opposite. 

Mr Ashdown deserves much credit for 
the new mood, for his political history is 
illuminating. As a new mp at the Bourne- 
mouth conference in 1984, he led the bat- 
tle for unilateral nuclear disarmament. A 





Backdown resurgent 


year later, in Dundee, he confessed that 
he had been wrong; “Paddy Backdown", 
the activists called him, and they have 
never trusted him since. He has, instead, 
won the wholehearted support of many 
rank-and-file party members who came 
from the Social Democrats. His party, he 
said this week, would be the old Liberal 
party “over my dead body”. 


Dicing with Dulwich 


N THE relative calm before their own 

conference next month, Tory mem- 
bers of Parliament are pondering the fu- 
ture leadership of their party. There is at 
present no threat to Margaret Thatcher. If 
there were, the question could not be 
openly discussed—which it is. Tory Mrs 
wonder aloud whether she might go be- 
fore the election. Might her husband De- 


nis, now 74, succeed in persuading her to 


T 





retire so that he can enjoy his remaining 
years with her in Dulwich? 


If she does not decide to go, the party | 
is most unlikely to try to remove her—un- {f 
less, that is, the Tories feel they could win f 


only under a different leader. That might 
be the case were the economic downturn 
longer and more severe than most people 
now expect. Such rigours would hurt 
Tory home-owners, especially those with 
new, large mortgages. The opinion polls 
might at last start to signal a Labour vic- 
tory. At that point, Mrs Thatcher's troops 
might begin to panic. So might she. She 
might even prefer to step aside rather 
than risk leading them into defeat and 
having, however briefly, to acknowledge 
Neil Kinnock as prime minister. 

The betting on Mrs Thatcher's succes- 
sor depends heavily on whether she goes 
before or after the next election. If before, 
then the leading contenders would in- 
clude three senior members of the cabi- 
net—Sir Geoffrey Howe (62) Mr 
Kenneth Baker (54) and Mr Peter Walker 
(57)—plus two former cabinet ministers: 
Mr Norman Tebbit (58) and Mr Michael 
Heseltine (56). 

By transferring Sir Geoffrey from the 
Foreign Office to the leadership of the 
House of Commons, Mrs Thatcher has 
put him in an ideal position to cultivate 
Tory Mrs, who choose the party leader. Sir 
Geoffrey, who saw his reshuffle as a 
feat, has now recognised the tactical ad- 
vantages of his new job. But his colleagues 
know that voters find him unexciting. 

As party chairman, Mr Baker is also 
well-placed to cultivate the party. His 
problem is that, publicly at least, he can- 
not deviate from Mrs Thatcher's position 
without appearing disloyal. That would be 
fatal. His performance at the Blackpool 
conference will be crucial. His political tal- 
ents, one of which is his use of humour to 
demolish opponents, are considerable. 
But he would have little tactical freedom 
to mount a pre-election challenge. 

Mr Tebbit could claim to combine the 
soundness of Sir Geoffrey with the elec- 
toral appeal of Mr Michael Heseltine. He 
would not be seen as a break with 
Thatcherism. Mr Heseltine clearly would. 
To an extent not achieved by any other 
ex-cabinet minister in recent times, Mr 
Heseltine has succeeded in keeping him- 
self in the forefront of politics since his 
resignation in January 1986. Even this 
week—on a long-planned visit to Poland 
and Hungary, ostensibly to indulge his 
passion for ornithology and collecting 
rare trees—he has succeeded in being in 
the right place at the right time. His free- 
dom of manoeuvre means that he could 
yet be the best-placed contender. 
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1989 INTERIM RESULTS 


Unaudited operating profit before tax of 
£76.0m 


Dividend increased by 15.6% to 5.2p per share 


Life and Pensions estimated profits up 18% 
to £50.1m 


A^ 


Am 


General Insurance profits of £24.8m 


Life and Pensions worldwide new annual 
premiums up 2396 


AA 


After a record breaking 1988, unaudited 
profits for the first six months of this year have se 
another record. Improved market share in Life anu 
Pensions, good results from General Insurance and 
continuing progress in Investments demonstrate 
the quality of our three core businesses and the 
strength of the Legal & General brand. 


To find out more about these excellent results, 
please mail the coupon for a copy of our Interim 
Results booklet. 


Please send me a copy of the Legal & General Interim Results 

| booklet. Send to Chris Robinson, Investor Relations Manager, | 
Legal & General Group Plc, Temple Court, 11 Queen Victoria 
Sreet, London, EC4N 4TP or telephone 01-248 9678. | 
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BUSINESS THIS WEEK 



















| Trading places 















According to the New York 
Fed, the Bank of England and 
the Bank of Japan, average 
daily gross trading in the for- 
eign-exchange markets in 
London, New York and To- 
kyo amounts to $430 billion. 

That is more than double the 

central banks' previous esti- 

mate, three years ago, when 
$200 billion a day was being 
traded. London is still the 
world's biggest centre for for- 
eign-exchange dealing. 


_ Banks and squeals 


Manufacturers Hanover, a 
| :troubled American bank, 

- hopes to sell its finance com- 
pany, CIT, to Dai-Ichi Kangyo 
‘for $1.2 billion. Cash from the 
~ sale to Japan's biggest bank 
`= will bolster Manny Hanny’s 


*4 capital and help it to cope 


| with ite $844 billion of third- 
world loans. 


Co-op, o one of West Germa- 
riy's biggest retailers, filed for 
‘receivership after its bank 
creditors failed to agree to a 

| rescue package. This would be 
| the biggest corporate failure in 
-"West German history. 


Drexel Burnham Lambert, 
a New York investment bank, 
sent four cheques to the 
American government to pay 
the $500m in fines, penalties 
and restitutions required by 
its plea of guilty to six felony 
charges, Just over $300m went 
to the government and $200m 





| 


went into escrow accounts to 
settle private suits. 


Bids and deals 


After months of delay, Daim- 
ler-Benz got permission from 
the West German government 
to take a majority stake in 
Messerschmitt Bólkow-Blohm, 
an aerospace firm, for $850m. 
But the government has de- 
manded that the new group 
sells its marine technology and 
guided-missile businesses. 


Britain's GEC and Germany's 
Siemens completed their $3.2 
billion bid for Plessey, a Brit- 
ish electronics firm. 


Rupert Murdoch's News Cor- 
poration bid $1.3 billion for 
MGM/United Artists, a 
Hollywood film studios. This 
topped a $1 billion offer from 
Quintex, an Australian enter- 
tainments group. Who will 
win? As Sam Goldwyn said, 
never prophesy, especially 
about the future. 


BellSouth and Lin Broad- 
casting agreed to merge their 
cellular telephone businesses 





— HAMA 
MAN. 




















to form Ámerica's largest cel- 
lular phone firm. The deal up- 
set McCaw Cellular Commu- 
nications, which had offered 
$5.85 billion for Lin. 


Family fortunes 


The Rockefeller Group, 
which owns, among other 
buildings, the Rockefeller 
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| centre in New York, is 
thinking about selling as 
much as $2 billion-worth 

of shares to non-family mem- 
bers. Some members of the 
family want to cash in their 
assets. 





Thomson and one of the 
world's richest men, sold his 
shares in two of the family- 
controlled companies, Thom- 
son Corp, a publishing and 


Bay, a retailer, back to his fa- 
ther for $95m. After the deal, 
Lord Thomson will own 6896 


son's Bay. 


Trimmed ambitions 


Canada's Campeau Cor- 
poration, a retailing 

and property company, 

is moving closer to Olympia 

|. & York, a property firm con- 


ing under a debt load of $9.5 
billion, is getting a $250m 
convertible loan from O&Y 
which could take the 
Reichmanns' stake up from 
2596 to 3596. Campeau also 
hopes to make $1 billion by 
selling Bloomingdale's, a-New 
York department store. 


| Alan Bond, an Australian 
businessman, sold his 2096 
stake in Lonrho, a British 
trading company, for 
$500m—a loss of some $90m. 
Given the verbal savaging he 
received from Lonrho's boss, 
duy Rowland, he is well out 
of it. 





David Thomson, heir to Lord 


leisure concern, and Hudson's 


of Thomson and 7796 of Hud- 


|. trolled by the Reichmann fam- 
ily. Campeau, which is labour- 


i 
i 








Japan's government: post 
poned its planned fourt 
of shares in Nippon Tele. 
graph and Telephone, t 
country's biggest compa 
fear of swamping the 












Britain's second-large 
tronics company, Fer 

ternational, asked for it 
shares to be suspended v 
it checked its books: Ferra 
hinted it might not have 
paid on contracts managed | 
its isc Technologies subsidiary 
which it had already counted 
as profits. The bulk of isc’s. 
business has been supplying 
defence and security systems 
in the Middle East. 































Wanted: new fans 


Millwall, which has some of 
soccer's most disliked support 
ers, hopes to become Britain's 
third football club to be- 
quoted on the stockmarket. 
The club values itself at £ 
($20m) and hopes to sell 4096 
of itself to supporters and pi 
fessional investors. 


Bottom lines 


Jaguar, a British maker o 
ury cars, report | interim 
tax profits of only $2.4m for 
the first six ib of the 
year, more than 90% down or 
the year before. It blamed col- 
lapsing profits from America. 


BTR, a British conglomera 
eyed by Kohlberg Kravis Rob- 
erts, an American leveraged _ 
buy-out firm, increased its 
profits in the first six month: 
of 1989 by 39% to $8 m 
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The Commerzbank report on German business and finance 
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With the publication ofthe 
Delors Report and the de- 
cisions taken at the EC's 
» Madrid summit, plans for a 
-European monetary union 
have taken more concrete 
.form. The debate that has 
arisen in West Germany, 
however, has led to certain 
doubts abroad as to whether 
the Germans really want a 
monetary union. An econ- 
omic analysis of the underly- 
ing issues clarifies the point. 
Today, strong economic 
links exist between the EC 
member countries as far as 
‘the markets for goods and 
financial services are con- 
cerned. Moreover, it is now 
agreed that internal barriers 
must go if Western Europe is 
to enhance its position in the 
world economy. The Single 
European Act, which estab- 
lished the goal ofa truly com- 
: mon market by 1993, reflects 
such thinking. A central ele- 
;ment of the Single Market 
| project, the removal of capital 
controls, is of crucial signifi- 
cance for monetary cooper- 
į ation in Europe, which has 
been highly successful. over 
the past few years within the 
European Monetary System 
(EMS). The key to this suc- 
cess has been the Bundes- 
bank's. consistent anti-infla- 
tion policy and the basic wil- 
lingness of the other coun- 
tries to follow its lead. The 
Success of the EMS and the 
asymmetry of the adjustment 
burden are two sides of the 
same coin, 

"Why not simply leave 
things as they are? At present, 
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the Community's monetary 
policy is, in effect, being 
managed by the Bundesbank, 
which is doing a good job, as 
the Delors Committee explic- 
itly noted. In economic terms, 
the changes planned as part of 
the Single Market project, 
and especially the removal of 


Does West Germany really want 
a monetary union? 


monetary policy from the 
national central banks to 
Community organs. If, as 
often proclaimed, price sta- 
bility is the paramount con- 
cern of European monetary 
policy, then only one alterna- 
tive exists to the status quo 
within the EMS: the “big 


Inflation differentials: still too great 
(consumer prices in the first half of 1989; change on year in €) 
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capital controls, will not entail 
any major modifications in 
the arrangements that have 
worked so well in the EMS. 
However, the demands made 
on monetary discipline are 
greater. Some find the Bun- 
desbank's present role politi- 
cally unacceptable. And if it is 
this rejection of German 
dominance rather than an 
unwillingness to steer a sound 
anti-inflation course which is 
behind the drive to achieve 
monetary union, West Ger- 
many fully supports this 
broad goal. 

German criticism focuses 
on individual proposals in the 
Delors Report relating to the 
transfer of responsibility for 


leap" to an independent 
European central bank with 
full powers. The proposed 
intermediate stages involving 
the coexistence of monetary 
authorities at the EC and the 
national level contain the 
seeds of conflict and pose 
serious threats to stability. 
The Council of Governors in 
no way meets the criteria 
which the Report expects a 


European central bank to 
fulfil—neither in terms of the 
political independence of its 
members nor as regards their 
commitment to stable prices. 
Moreover, the renewed min- 
ority proposal to set up a 
European reserve fund fails 
to strengthen confidence that 
priority is being given to sta- 
bility. It would, in fact, 
considerably weaken EMS 
discipline. 

Convergence first 


What is now needed is the 
rapid implementation of the 
first stage of the Delors plan, 
bringing sterling, the drach-. 
ma and the escudo into 
the exchange-rate mechan- 
ism, narrowing the fluctu- 
ation bands for the lira and 
the peseta, abolishing capital 
controls, and completing the 
Single Market. In addition, 
economic cooperation must 
be intensified, without, 
however, limiting the powers 
of the national central banks 
at this point. While the first 
stage will bring few changes in 
West Germany, its EC part- 
ners could promote the cause 
of monetary integration by 
granting their central banks 
the degree of autonomy 
which the future EC central 
bank will enjoy, and by mak- 
ing stability their prime goal. 

Ifall the other Community 
members are as serious about 
stability as they claim, then 
there need be no doubt about 
West Germany's willingness 
to push Europe towards full 
monetary union. At all 
events, the next five years will 
reveal how committed the EC 
members are. 
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Telephones that get up and go 


- Britain, of all places, is trying to show the world how to get the most from 
.. modern telecommunications. The experiment may even work 


CIO RIVATISING Britain's telephone net- 
UK. work has done little to placate enraged 
'^corisumers. At last, Britain's government is 
yout to add some genuine competition. By 
^ie. end of the year regulators will award li- 
Cences.to. create another set of mobile tele- 
phone networks, to be called personal com- 
^ municator networks (Pens). When they start 
‘operating, around 1993, Britain will have 
four rival. mobile-telephone technologies, 
championed by eight or nine network oper- 
ators. Fierce competition will extend not 
just to the telephones in yuppies’ BMWs, but 
also to those in homes and offices. 

— Theworld will be watching this compet- 
` itive experiment. It promises to be a unique 
-+ test both of what kinds of new services digi- 
|i: taltelecoms technologies can offer, and of 

how freer markets can help to deliver those 

- "services to the consumer. And there may be 
:: a great deal of money to be made. Instead of 

' beingtied to a wire in the wall, PCNs promise 
competitively priced telephones that cus- 

.. tomers can slip into a pocket and use any- 
-Where. The British market for handsets 
alone could be worth hundreds of millions 
pounds; that for services, billions. 
















But the most profound long-term im- 
pact of PCNs could be to push the regulation 
of telecoms across a competitive Rubicon. 
Because it is impossibly expensive to re-wire 
a whole nation, would-be deregulators have 
so far found themselves forced to become re- 
regulators—fixing the prices at which one 
part of the former telecoms monopoly sells 
to rivals the basic services which they need 
to compete with it (eg, access to homes). 
PCN-providers will still have to link in to 
British Telecom (Br) to deliver calls to BT 
subscribers. But with the prospect of a sepa- 
rate, radio-based network comes the threat 
of bypassing BT altogether—and with that 
threat comes unprecedented clout and flex- 
ibility in challenging BT's market power. 

But the challenges in building PCNs are 
as vast as the potential rewards. Networks 
will cost over £1 billion ($1.55 billion) each 
to build. To make those investments pay, 
their creators will need to attract millions of 
subscribers—at least ten times more than 
the 350,000 or so now subscribing to each of 
Britain's two cellulartelephone networks. 
In addition to developing new technology, 
that means changing the way people use 
















telephones. 

Several companies think the po 
rewards are worth such risks, and on: 
tember 14th they plopped on to regula 
desks licence applications detailing the 
sions of the future of PCNs. One grou 
sured a licence by the outgoing industry s 
retary, Lord Young, is a consortium le 
Cable & Wireless—owner of Bt 
Telecom’s officially sanctioned and’ wi 
bound rival, Mercury—and which incl 
America’s Motorola and Spain's Telef 
But the regulators will also sanction on 
possibly two other consortia. Striver: 
that honour include British Aerosp: 
(leading a consortium that includes A; 
ca's Pacific Telesis, a baby Bell); GEC 
BellSouth, another baby, and Holla 
Philips) and stc (with Thorn EMI an: 
Italy's telecoms monopoly). 

Unlike most previous telecoms lice 
in which everything has been minutely 
ified in advance, the government has 
gested only broad guidelines for PENs. 
is that the services should compete. 
against existing cellular services and 
home- and office-based services offered 
BT and Mercury. Another is that the te 
nology should be based on existing Eu: 
pean standards. The trick in choosing 
cants will be to provide enough comp: 
to keep PCN-providers on their toes. bu 
so much that it fragments the market. 

There is already a surprising amount 
competition in telecoms. In addition to 
wire-based networks of Br and Mercury, a 
future PCN networks, contenders for B 
ons' custom include: 
e Cellular. Two nationwide networks pro- 
vide basic mobile-telephone service to abo 
700,000 subscribers. One is Cellnet, a 
sortium led by British Telecom; the othe: 
Vodafone, led by Racal. So far each has 
vested £200m-300m in their networks. 
those investments are paying off becaus 
mand is booming—new subscribers 
signing on at about 30,000 a month —a 
cellular charges are high. es 
e Digital cellular. Beginning in 1 
Vodafone and Cellnet will offer cellular te 
phone services based on the European 
standard. That will require addition 
vestments of about £150m in each netwo: 
Users will also have to invest:in new han: 
sets (at £400 and up). In return they will g 
flashy features like call-forwarding, cally 
ing and the ability to store short messages 
most of which are already available in Am 
ica. More important, their new telephon 
will work in the rest of Europe. Nearly 
European countries have now signé 
the GSM standard, and they pro 

















































































































































r hearts and hope to go bankrupt) to 
de the service at least in their capital 
ties by the summer of 1991. 
elepoint. Though these handsets are 
p (about £100), they cannot receive 
‘and can only make them within about 
metres of a fixed base station. Four con- 
tia have been licensed to provide 
point services. Two—those led by Br and 
ury—are already setting up bases in 
s, railway stations and other public 
- The good news is that networks are 


which should enable the handset 
rdless telephone to fit into a pocket. 

ody really expects all four telepoint 
ators to prosper. 











Racal now promises to build a PCN on 
top of its digital cellular network that will 
enable a user to make and receive calls while 
strolling about (though not while driving). 
To talk at higher speed, he will have to plug 
his lightweight handset into a larger device 
that will make it fully compatible with the 
rest of the Gsm digital-cellular network. 
Other PCN handsets are unlikely to work 
with any of the three competing technol 
ogies—though regulators want to ensure 
that the two or three PCN networks will at 
least be compatible with each other. The 
task for would-be providers of PCNs is to de- 
vise a technology and a sales pitch that will 
make them heard above the telephonic din. 

Ideas are still emerging. Most networks 
are likely to start relatively modestly, picking 
plum markets, like London, where consum- 
ers are willing and able to pay a premium for 
mobility—though GEC's consortium prom- 
ises a service available to 85% of Britain’s 
population by 1997, and hopes to have sales 
of over £2 billion a year by 2000. Cable & 
Wireless is making bullish noises about of- 
fering the features of digital cellular at prices 
close to those charged for a telepoint hand- 
set or a call from a coinbox (if not cheaper). 
And British Aerospace hopes to use its ex- 
pertise in satellites to provide innovative ru- 
ral services. 

The whole thing, of course, could flop. 
But if they do not sink with all hands, PCNs 
could, within a decade, provide both Europe 
and America with lessons on how to profit 
from new technologies. 

America's mobile-phone problems are 
largely technological ones. The country al- 
ready has highly competitive cellular tele- 


phone suppliers—witness the hard fought 
takeover battle which saw BellSouth this 
month wrest LIN from a rival cellular oper- 
ator, McCaw. But growth is stunted for lack 
of a technology—probably based on satel- 
lites—that can economically link America's 
wide-open spaces into a national mobile- 
phone network. 

Continental Europe however, is as be- 
devilled by regulation as it is by technology. 
Though a thaw has begun, Europe has so far 
moved at a glacial pace in introducing com- 
petition into telecoms. The incompetence of 
the cellular services provided by the conti- 
nent's monopoly rts has kept usage of car- 
phones there far below that in Britain and 
Scandinavia. West Germany is now licens- 
ing a private-sector cellular operator to rival 
the Bundespost, and France is also setting 
up a cellular competitor to France Telecom. 
Should Britain's battle of mobile telecoms - 
provide better services. more cheaply, it wil 
be hard to stop telecoms competition from 
crossing the English Channel. Unless, of 
course, fog cuts Europe off. 





Daimler and MBB 


Indigestion 


BONN 


HE Daimler-Benz takeover of Messer- 
schmitt-Bólkow-Blohm (mp), which 
was given the go-ahead by the West German 
government on September 8th after nearly 
two years of wrangling, looks good for the 
West German aerospace industry. But is it 
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[AST year American soyabean farmers 
A^ and South-East Asian palm- and co- 
conut-oil producers engaged in a noisy 
attle over the healthiness of each other's 
roducts. Hostilities are about to erupt 
ain because of a controversial scientific 
port. 

A Cambridge University team claimed 
on September 3rd that polyunsaturated 
fats (mostly derived from soyabean, rape 
and sunflower seed, and found in marga- 
. tine and most cooking oils) are as likely to 
Taise the level of cholesterol in the blood 
and increase the risk of heart at- 
tacks, as saturated fats (like those 
ound in butter). 

The news could be a boon to 
Asian exporters of tropical oils 
igh in saturated fats) who have 
seen their share of the American 
"market slashed in the past three 
| years by a campaign that accused 
them of "poisoning America". An 

















aroused public and plunging sales 
have forced 13 big American food manu- 
facturers to announce that they were re- 
moving tropical oils from their products 
and switching to American soyabean oil. 

In 1986-88 palm-oil imports from Ma- 
laysia slumped 4496. Indonesia, the sec- 
ond largest palm-oil producer after Malay- 
sia, was also badly hit. For the Philippines, 
where 17m mostly impoverished people 
(30% of the population) depend on coco- 
nut production, the future of the Ameri- 
can market is unambiguously a matter of 
life and death. 

Britain's largest margarine manufac- 





*POLYUNSATURATES ARE ESSENTIAL 


FOR HEALTH." 

o m 
gues 

THE FLORA PROJECT 


FOR HEART DISEASE PREVENTION, 























loud salvo in defence of the received wis- 
dom on September 9th. It proclaimed in 
full-page advertisements in the British: 
press that "polyunsaturates are essential 
for health”. Flora margarine is made from 
polyunsaturated sunflower-seed oil. 

In this complicated fatty debate, it is 
not only the American market that is at 
stake. The world market for vegetable oil 
is worth over $7 billion a year. 

The American Soybean Association 
agreed to a truce in its battle with the 
tropical-oil producers only six months 
ago. But Mr Phil Sokolof, a wealthy Ne- 
braskan heart-attack victim who has spent 
over $2m of his own money cam- 
paigning against tropical oils, has 
not given up the fight. His Heart 
Savers Association, which last year 
turned American public opinion 
against palm and coconut oil with 
dramatic press advertisements, in- 
tends to carry his campaign beyond 
American shores and, if necessary, 
into the courts. moe d 


H 
turer, Flora (a Unilever subsidiary), fired a | 
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; Eve 


E ICE upon a time, an entrepreneur 
LJ was cast away on a desert island. By 
ood chance, the island lay on a busy 

oute, in a convenient time zone. 
entrepreneur cut down all the trees 
nd exported them to Japan, sold off all 
he coral for jewellery, dug up the island's 
|| gold and used the proceeds to set up 

= schools; homes and factories for a. new 
Hongkong, where everybody lived pros- 
;perously ever after on the products of 
their brains, high technology and im- 
port ! 































w materials. Is that sustainable 
development or not? 

<- The concept of sustainable develop- 
ment was popularised in 1987 by the 
World Commission on Environment and 
Development (the “Brundtland Commis- 
sion"). In its report it defined the idea 
as “development that meets the needs 
of the present without compromising 
the ability of future generations to 
meet their own needs”. 

This notion did greenery a good 
turn: it meant that politicians felt they 
could stop worrying that sound envi- 
ronmental policies were inevitably in- 
compatible with economic growth, 
and could believe that a better envi- 
ronment might accompany higher liv- 
. ing standards. Last month a group of 
academic economists led by Mr David 
Pearce, professor of economics at Uni- 
-versity College, London, produced a 
< report* for the British government on 
how the concept of sustainable develop- 
' ment could be made to mesh in with eco- 
nomic policy. And the ambitious Dutch 
national environmental plan takes sus- 




















DC, compiled a list of definitions from 

ore than two dozen sources. For exam- 
, Mr Anil Markandya and Mr Pearce, 

- two of the writers of the report for the 

.|. British government, say: 

: Sustainability ought to mean that a given 
- stock of resources—trees, soil quality, water 

and so on—should not decline. 

They would argue that the desert-island 
^ entrepreneur was not pursuing sustain- 
-able development, although they might 
- concede that trees cut down on the island 

could be replaced by new trees planted 
]sewhere. Autarchy makes as little sense 





















environmentally aware politician is in favour of “sustainable 
development". But what on Earth does the phrase mean? 


Current consumption rates 2030 rates 
Reserves* Resourcest Reserves" Resourcest 
Aluminium 256 805 124 407 
Copper - 4 277 4 28 
- Cobalt 109 429 10 40. 
‘Molybdenum — 67 256 8 o o 33 
Nickel — 66 163 7 16 
Platinum group. 225 413 21 39 
Coal 206 — 3226- 29 457 
Petroleum 35 83 3 7 


"Bource: Scientific NATA. *Quantities that can 
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in greenery as ín conventional economics. 

And by contrast Mr Robert Repetto of 

the WRI says: 
This does not mean that sustainable develop- 
ment demands the preservation of the cur- 
rent stock of natural resources or any par- 
ticular mix of human, physical and natural 
assets. As development proceeds, the compo- 
sition of the underlying asset base changes. 


He would argue that if the value of the 
new investment in man-made capital and 
human brainpower at least matched the 
value of the natural assets extracted from 
the desert island, its development might 















Estimated lifetimes of global resources, years 


























be profitably extracted 
with current technology. Total thought: to exist. fAssuming 
population of 10 billion will consume at current US rates. 





well be seen as sustainable. 

The extent to which physical assets 
can be substituted for natural ones is a 
central issue. Those who believe in sub- 
stitution take the view that technology 
will come up with alternatives. They point 
out (for an example, see Mr Partha 
Dasgupta's contribution to "The Fragile 
Environment”, a collection of lectures 
just published by Cambridge University 
Press) that technology has steadily re- 
duced the extraction costs of raw materi- 
als and increased the efficiency with 
which they can be used and recycled. As a 
natural resource becomes scarcer, its price 
rises, and more investment goes into con- 
serving it and finding substitutes. That is 
why the figures in the table (from this 
month's Scientific American) are ulti- 
mately meaningless. Long before seven 
years’ supply of oil was left, cars would 
have switched to ethanol or would do sev- 
eral hundred miles to the gallon. 

Economists who emphasise the limits 
to substitution put less emphasis on cop- 





e 
dark glasses and sun-block) is a sat 
tory substitute for a damaged ozon 
Nor does it make sense to talk. o 
tutes for extinct species. ( 
Darwinians might wond 
whether we care that Pter 
dos died out.) Moreov 


the proceeds in man-made ca 
take a decision on behalf of pos 
our heirs might eventually regr 
fairness to future generatior 
that, as far as possible, we leave 
tions open. 


being fair to posterity, though, wha 
about fairness to those already born! 
What, they might ask, has posterity done 
for them? Here again, people tend to spli 
into two groups. Some, like the authors of 
the Brundtland report, argue that the 
concept of sustainable development 



















lephants. No technological. 
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If “sustainable development” mea 


















































ought to mean not just intergenera- 
tional equity, but intragenerational eq 
uity, too. Others reject that wor 
"ought" but accept that, in developiny 
countries, sustainability may be mea 
ingless if poverty forces people to us 
up trees or soil faster than they can be 
renewed. 

That raises a still more awkwar 
point. To bequeath to future gener: 
tions the resources to meet their needs 
may be imaginable in Western Europe: 
where the population may well. be 
smaller in 2025 than it is today. But. 
what does it mean in Kenya, which wil 
have more than three times as man’ 
people! Or, more sensibly, for 
world as a whole, which will have 
than eight billion people, compared with 
just over five billion now? 

Sustainable development ís ultimately 
a frustrating idea. To try to turn it into a 
usable concept, as the Pearce report 
bravely tries to do, and to apply it to in- 
vestment decisions or national accoui 
exposes some of its weaknesses. It means 
putting a price on things whose price may 
be infinite (if, like the ozone layer, th. 
have no substitute) or endlessly debatab 
(like quietness). It means deciding wh 
value posterity will place on resources th: 
are difficult enough to value today. But as 
a broad goal, sustainable developmen 
still useful. Like many important ideas, 
is better than nothing for as long as there 
is nothing better. ` 





































* Blueprint for a green economy, D. Pearce, A 
Markyanda and E. Barbier, Earthscan Publications 
+ Economic analysis of sustainable growth ands 
tainable development, Department of the E 


ment working paper no.15. 






































































































for Daimler? 

‘obably not. By getting his way at last, 
idzard Reuter, Daimler’s boss, may have 
en off more than he or his company can 
ew. With MBB added to Daimler's other 
ent acquisitions (MTU, Dornier and AEG), 
most all of West Germany's aerospace in- 
lustry will be under the roof of a single rich 
nd ambitious concern. That will give the 
lustry a weight it has so far lacked interna- 
onally. But it adds to the already tricky 
roblem of managing Daimler, by far West 
iermany's biggest industrial group. 

¿With mes, Daimler will have annual 
es of over DM80 billion ($40 billion) and 
80,000 employees. Not only will Daimler 
colossal, it will also be one of Germany's 
st diversified companies. Mr Reuter has 
idly cobbled together an unwieldy em- 
e, just when corporate giants everywhere 
are abandoning diversification and fo- 
ng on core businesses. 

MBB is a notoriously difficult outfit to 
with its mix of brilliant ideas-men and 
"ureaucrats used to fat government hand- 
, many in the form of subsidies for West 


man participation, via MBB, in the loss- 
king European Airbus consortium. The 
Franz-Josef Strauss, prime minister of 
varia, where MBB is based, tried unsuccess- 
lly to persuade several local firms to take 
ntrol of the ailing aircraft maker. Only 
mler, from the neighbouring state of Ba- 
n-Württemberg, was big and bold and 
sh enough to try its hand. 
_ Under government conditions imposed 
i the takeover (and accepted with a glower 
Daimler), MBB must drop some profitable 
es in marine technology and missiles, and 
ive up its 12.5% stake in Krauss-Maffei, a 
battle-tank builder. 
Potentially more bothersome for Daim- 
, though, is the likely dogfight within 
tsche Aerospace, the new holding com- 
any which groups Daimler's aerospace in- 
rests. MBB is an old rival of its new partner, 
Dornier; and Daimler will have to run MBB 
der a political spotlight. Even after Daim- 
ler gets its controlling stake in MBB (a 
planned 50.01% at a cost of DM1.7 billion 
y the end of the year), state governments 
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including Bavaria and Hamburg will retain a 
37% share. They will each try to prise invest- 
ment and jobs out of MBB. 

If MBB were its only problem, Daimler 
might handle all this with its traditional 
ease. It has cash reserves of around DM16 
billion, and Mr Reuter is nothing if not de- 
termined. But Daimler is still trying to digest 
the companies it has gobbled up since the 
mid-1980s, especially the biggest one, AEG, 
an electricals firm with 1988 sales worth 
DM13.3 billion. From being almost exclu- 
sively a builder of stylish cars (like Mercedes) 
and lorries, Daimler has become a conglom- 
erate ranging from washing machines to kid- 
ney-stone pulverisers and weaponry. 

Mr Reuter argues that the diversifica- 
tion has two main aims: to acquire high 
technology which will help Daimler build 
better cars and lorries; and to give the group 
a broader product base in case the demand 
for vehicles sags. His critics point out that, 
when buying a large outfit like AEG, Daimler 
had to take on some product lines, like con- 
sumer electronics, that it did not want. 
Worse, some of AEG’s high-tech pearls in 
telecoms, which would have 
been a real prize for Daimler, 
were snapped up by Bosch, an- 
other electrical group, before 
Daimler moved in. 

Daimler's arch-rival as a 
car-builder, Bmw, has stuck 
more closely to its knitting. It 
e firmly rejected Mr Strauss's ap- 

E proaches about buying MBB, 
: saying that its only concern is 
to make and sell better cars 
and motorbicycles. This strat- 
| egy has paid off handsomely. 

: BMW is expanding production 
while Mercedes is cutting back. 
In the first half of 1989 Bmw 
sold as many cars in the difficult American 

market as it did in the same period of 1988, 
while Mercedes's sales there dropped 1896. 

Daimler says that its car division is just 
going through a bumpy patch, and that the 

umps are not caused by diversification. But 
carmaking is still Daimler's core activity, ac- 
counting for 45% of group sales and most of 
its DMI.7 billion net profit (stagnant since 
1985). Even wealthy Daimler cannot let the 
patch stay bumpy for long. 

€ MBB merger could also cause head- 
aches for Mr Alfred Herrhausen, the suave 
boss of Deutsche Bank, Daimler's biggest 
shareholder with a 28.196 stake. Mr 
Herrhausen, also head of Daimler's supervi- 
sory board, has enthusiastically backed Mr 
Reuter. But the quarrel over MBB has high- 
lighted the links between the country's big- 
gest bank and its biggest industrial group 
and has generated new pressure to curb 
bankers' power generally. 

The government fostered the takeover 
mainly because it wanted to be rid of huge 


Airbus subsidies. It has not got rid of them... 


ney to bring E 





Under the accord with Daimler the taxpayer 
will be stuck with commitments for Airbus 
to the end of the century, possibly longer. 
And the defence ministry will be faced with 
fewer suppliers to choose from when it 
wants to buy German arms. To achieve this 
rather messy result, the government had to 
overturn a veto of the Daimler-mps deal by 
the cartel office. That has been a politically 
damaging act for an administration which is 
constantly extolling the virtues of compe- 
tition and of small and medium-sized firms. 
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Euro Disneyland 
Mickey goes to — 
the bank 


6“ ISTLE while you work” advise *” 
the seven dwarves in Walt Disney 

1937 film. Mr Michael Eisner, the chairman 
of Walt Disney since 1984, has made his 
name by persuading the company’s employ- 
ees to concentrate on ‘work rather than 
whistling: under his guidance Disney's 
shares have quintupled and last year Mr 
Eisner became America’s highest-paid busi- 
nessman by collecting $40m for his efforts. 
But even the workaholic Mr Eisner can af- 
ford a little time off to celebrate Euro 
Disneyland (EDL), an enormous $4 billion 
theme park by the river Marne near París, 
the first stage of which should open in 1992. 

EDL promises to be a sure-fire money- 
maker for Disney. EDL's “Master Agree- 
ment", which the French government 
signed in March 1987, pretty well ensures 
that, even if the snooty Parisians decide that 
Mickey Mouse, the Magic Kingdom and 
Discovery Land are moche rather than chic, 
it will still be profitable. And it ensures that 
the wealth will be shared. en 

In accordance with that agreemeru, 
51% of EDL is being offered to European in- 
vestors: of the new shares, around half will 
be sold to the French. Brokers who have 
studied the pathfinder prospectus, released 
on September 12th, reckon that EDL is 
worth around FFr12 billion ($1.8 billion) so 
the new investors will be asked to stump up 
around FFr6 billion. In contrast, Disney's 
half share in EDL has cost it no more than 
FFr850m—though Disney has put in four 
years’ work. Disney will probably earn even 
more money from a management fee and 
from royalties (for using Mickey Mouse and 
pals) than from its cheaply acquired shares. 

Demand for the new shares should be 
strong—given Disney's proven ability at 

















running theme parks and the French gov- 


ernment's generosity. The "master agree- 
ment" was basically an inducement for Dis- 
s Euro Disneyland to Paris rather 
than any of 200 other potential European 
locations. The inducements include: 
USINESS continues on page 8 


















Project financing: 
the sky's the limit. 


There's no shortage of projects in need 
of financing, and there's no shortage of 
investment funding. Perfect? 

That depends. Each case requires 
careful consideration. Project owners want 
their banks to develop innovative financial 
solutions. Providing funding is not enough. 
The bank must also have technical exper- 
tise, as the projects' technical details often 
determine the optimal financing solution — 
not the other way around. 

The ideal financing partner is one who 
has performed this role for companies, 
consortia and governments on a global 


UBS. The bank of experts. 





scale. On projects as diverse as oil and 
gas, waste-to-energy, infrastructure, min- 
ing of precious and base metals, power and 
cogeneration, petrochemicals, industry, 
geothermal, pulp and paper. 

UBS has successfully financed several 
billion dollars in projects worldwide. As the 
leading bank in Switzerland and one of the 
few AAA banks in the world, UBS backs 
expertise with attention to detail. 


To know one true expert 
is really all you need. 





Worldwide network of UBS 

Europe: Frankfurt, London, Luxembourg, Madrid, Monte Carlo, Moscow. North America: New York, Chicago, Houston, Los Angeles, San Francisco, Cayman Islands, 
Calgary, Montreal, Toronto. Latin America: México, Panamá, Bogotá, Caracas, São Paulo, Rio de Janeiro, Buenos Aires. Middle East and India: Abu Dhabi, Bahrain, 
Beirut, Tehran, Bombay. Far East: Hong Kong, Osaka, Tokyo, Singapore, Taipei. Australia: Sydney. Africa: Johannesburg. 

Head Office: Union Bank of Switzerland, Bahnhofstrasse 45, CH-8021 Zurich. 





ETOP of the world. 


Widebody twin operators, the world is 
yours. The only high thrust turbofans with 
FAA approval for 120 minutes of twin- 
engine extended range operations (ETOP), 
have just been sanctioned by the FAA 
for 180 minutes. Which means there’s a 
world of difference in the value of your 
widebody twins powered by GE CF6-80A 
or CF6-80C2 engines and those powered 
by anything else. 

Now, instead of distance mandating the 
aircraft you schedule, the economics of 
passenger load can be the deciding factor. 

Instead of circuitous routes that cut into 
the operational savings widebody twins 
are supposed to deliver, your crews can 
fly the shortest routes anywhere over the 
seven seas. 

What's more, since the FAA’s ETOP 
approval is based solely on a propulsion 
system’s proven operational reliability in 
airline service, the cost of maintaining your 
world-class GE powered widebody twins 
promises to be the lowest in the industry. 

GE's phenomenal CF6-80C2. Specify 
it for your widebody twins and the world 


is yours. 




















The best 

exchanges 
happen in 
Singapore. 


|| CONFERENCES 1989/1990 























Please send me: 
E o cuia ian of _ EXHIBITIONS 1989/1990 _ DJ more information about Conferences 
M d : D] 14-16 Nov 1989 & Exhibitions indicated 
OC) cena Circles Equinex 89 D) the Singapore Convention Exhibition 
nvention Calendar 
Ub — DJ 6-10 Dec 1989 
= Sek Singapore Informatics 89 Name: 
Journalists General Assembly/ © 14-18 Feb 1990 Tide: 
Asia Pacific Press Convention Asian Aerospace 90 Ree 
Exhibition, Airshow & Organisation: 
O 4-8 Dec 1989 Conference prince 
South East Asian Regional PSS 
Computer Confederation DJ 3-6 Apr 1990 
Conference Food & Hotel Asia 90 


CONVENTION CITY © 


.. Where the world comes toge 


-Exchange of ideas, that i — — 
Because as you can see from the list 
below, there's going to be a great deal happen- 
ing in Singapore over the next couple of years. 

Whether your interests lie in electronic 
engineering, communications or psychology, 
thereare seminars, exhibitions and conferences 
which involve you. They mean a chance to 
listen to top speakers and to discuss the latest 
developments in your field. 

And when the thinking is over for the 
day, there's an exciting programme of enter- 
tainment in store. From luxurious hotels and 
thrilling sights, to unlimited shopping and 
a variety of splendid restaurants, Singapore 
offers all the best of exotic Asia. 

And, for your 
professional interest, 
some of the best 
conferences in the 
world. 











O 26-28 Feb 1990 C] 9-17 Jun 1990 
4 B 1920041989 International Banking and Singapore International Motor 
* "First Intemational Export Finance Conference Show 90 
Services Conference & C] Apr 1990 
. Exhibition 6th International Federation of 7o: Singapore Convention Bureau 
E] 14-16 Nov 1989 Purchasing & Materials Singapore Tourist Promotion Board, 
The 4th ASEAN Council on Management (IPPMM) Asia Suite 1402, Century Square, 
Petroleum Conference & Pacific Regional Conference Hs Soda. 
Exhibition (ASCOPE 89) i 




































Mickey (right) takes the French 


e Loans of up to FFr4.8 billion are available 
from a French government agency. The 
ans carry a fixed interest rate of 7.85%; 
tne best commercial rate is currently 9.25%. 
€ EDL can write off the construction costs of 
the Magic Kingdom against tax at advanta- 
geous rates. 
@ The French government is building, free 
of charge, metro and road links to Paris. A 
TGV fast train will link Euro Disneyland to 
the channel tunnel, Brussels and Lyons. 
@ Disney was allowed to buy 4,800 acres of 
land (an area a fifth the size of inside-the- 
peripherique Paris) at 1971 agricultural 
prices. The average cost of FFrll.l per 
square metre compares with FFr10,000 per 
square metre for development land in the 
Paris suburbs. "Resort and property devel- 
opment” is projected to bring in FFr12 bil- 
lion in 1992-95, a third of the scheme's total 
revenues. Walt Disney World, which Disney 
says is the prototype for EDL, was, until 
1971, 27,000 acres of Florida swamp; now 
Disney owns six hotels there, as well as golf 
-»urses and a conference centre. 

In fact, EDL could probably make money 
without Mickey, as a property development 
alone. Strangely, President Mitterrand’s 
generosity seems to have gone unremarked 
in France; stranger still when you consider 
the fierce hostility of Mr Jack Lang, France’s 
minister for culture, towards American film- 
and television-imports or any other artefacts 
of American cultural “imperialism”. 

Disney's “theme parks and resorts" di- 
vision, which includes Tokyo Disneyland, 
brought in $565m worth of operating in- 
come— nearly two-thirds of the company's 
total. There are 310m people within two 
hours air travel of EDL—better demograph- 
ics than any other Disney site. Disney owns 
a cast of characters that could tempt even 
the most sulky Euro-child (Roger Rabbit 
and the Muppets are the latest recruits). 

Disney projects that EDL will make a 
small pre-tax profit of FFr227m in 1994, ris- 
ing to nearly FFr3 billion in 2001. Disney's 
last big development, Tokyo Disneyland, 
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was completed on time and within 196 of 
budget. Brokers reckon that most of EDL's 
attendance predictions are conservative. 

Disney claims that its Tokyo experience 
shows that it can deal with non-American 
culture and weather. All the same, some Dis- 
ney imports may not be as successful as the 
company hopes: for example, "New York", 
the theme for one of its hotels, tends to re- 
mind most Europeans of crack addicts, 
muggers and holes in the road. 





Australian entrepreneurs 


The amber lifeline 


MELBOURNE 


R ALAN BOND remains Australia's 
most interesting businessman. At dif- 
ferent times he has been a sign-writer, 


brewer, property speculator, airship builder, 
telephone operator in Chile, media baron, 
miner, America's Cup yachtsman, univer- 
sity founder and art collector. Now the fu- 
ture of the debt-laden Bond Corporation 
(6096 owned by Mr Bond) appears to hang 
on one simple question: can Mr Bond sell 


















the most profitable part of his empire, his 
Australian brewing business, the d 
“amber lifeline” which makes Castlemaine ~ 
xxxx, Tooheys and Swan? i 

Neither Mr Bond nor his bankers are - 
very forthcoming about how much M 1 
he owes. Bond Corporation's ial | 
statements for the year to June 1989 will, 
probably not appear until the end of Sep 
tember. Conservative estimates put the - 
firm's debts at A$7 billion ($5.3 billion): 
Bond Corporation's share price slipped toa - 
low of A$0.27 on September 11th, giving it 
a market capitalisation of just A$114m. 

One of the more sceptical stockbrokers: 
in Australia, Baring Securities, reckons the — 
shares have a “value” of minus A$1.59. In — 
the event of a break-up, says Barings, unse- ^ 
cured lenders would get only 7096 of their — 
money back. The Hongkong and Shanghai: 
Bank, with probably more than A$1 billion - 
in debts from various Bond companies, has 
the most to lose. 

How has Mr Bond got himself into this — 
pickle? The simple answer is that he paid too 
much for a bunch of assets just before the 
stockmarket crash in October 1987. If he ` 
had sold them two years ago, he would have — 
emerged a chastened, but still respectably 













Dicing with debt 


MELBOURNE 


IRST Mr Robert Holmes à Court's 
Bell Group fell victim to the 1987 
stockmarket crash. In July of this year, 
Hooker Corporation, an ambitious 
property developer, went into provi- 
sional liquidation. Now Mr Alan Bond is 
struggling. The common link is debt. 
The debt-to-equity ratio of non-finan- 
cial companies in Australia has jumped 
during the 1980s from an average of 0.4 
to more than 1.0. Profits have also 
boomed—to their highest share of GDP 
for 20 years—but interest payments are 
absorbing a growing share of those. In- 
terest cover (operating 
profit divided by interest 
payments) fell to two last 
year, from more than four 
at the start of the 1980s, 
and from seven in the early 
1970s. With Australian 
prime rates now at around 
20% and the economy 
starting to weaken, compa- 
nies are feeling the pinch. 
In the first half of this 
year, Australian Ratings, a 
credit-rating agency, down- 
graded 23 companies and 
upgraded only 11. Mr An- 
drew Mohl, chief economist 
of the ANz Banking group, 



























reckons that, although the downturn in 
1990 will not be as severe as in 1982-83, 
there are likely to be more corporate fail- 
ures. If interest rates remain high and the 
economy goes into recession—possible if 
the airline pilots’ dispute leads to a rapid 
rise in wages—the shake-out could be 
painful. 

A big part of the build-up in corpo- 
rate debt has come from abroad. Private- 
sector foreign borrowing now accounts 
for about twothirds of Australia’s 
A$108 billion ($83 billion) net foreign 
debt—the third-biggest in the world. 
The combined empires of Mr Alan 
Bond, Mr Rupert Murdoch and Mr John 
Elliott's Elders txt account for an esti- 
mated one-third of private overseas debt. 

popular argument 
down under (also heard in 
Britain) is that the surge in 
external borrowing is noth- 
ing to worry about because 
it reflects private rather 
than government borrow- 
ing (the public sector is in 
surplus). But whether debt 
is owed by the public or the 
private sector, it still has to 
be serviced out of future re- 
sources—ie, what matters is 
how the money is invested. 
Recent events question the 
judgment of Australia's 
most aggressive corporate 
borrowers. 
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, businessman. Instead he hung onto 
m and counted on being able to shuffle 
way out of trouble. Unfortunately Mr 
's financial dexterity hasn't been 
gh to surmount his growing problems. 
ake for example Mr Bond’s radio and 
ision networks, bought from Mr Kerry 
r shortly before the stockmarket crash 
just over A$1 billion. In June this year 
Australian Broadcasting Tribunal de- 
that Mr Bond was an unfit proprietor. 
court decision on September 13th re- 
d the tribunal's finding on Mr Bond, so 
no longer either unfit or a forced seller. 
few analysts reckon that the stations are 
more than A$700m. Another big 
y, G. Heileman, an American brewer, 
ght for A$1.7 billion in September 
1987, is losing money and is now worth 
arely a third of what Mr Bond paid for it. 
The asset sales so far have been too little 
ind too late. Since May Mr Bond has sold 
stal s in Hongkong property for A$364m, 
^ ei tral Queensland Coal Associates for 
A$262m, Sydney property for A$278m and 
p art of his stake in Allied-Lyons, a British 
fc ood and drinks firm, for A$315m. On Sep- 
tember 13th, Mr Bond at last sold his 2096 
stake in Lonhro for £325m ($500m)—at a 
loss of around £60m. Another A$700m may 
come from property sales. Much of the pro- 
3 eds will be swallowed by Mr Bond's inter- 
st bill, currently running at close to A$1 
billion a year. 

Any serious corporate surgery has to in- 
volve Mr Bond's brewing assets. His first at- 
tempt—a proposal in May this year to sell 
‘them to Bell Resources (58% owned by 
Bond Corporation) for A$3.5 billion—has 

in into controversy. Brokers said that 
$2.8 billion was a fairer price. The Na- 

* al Companies and Securities Commis- 

, Australia's corporate regulator, said 

at it "had reason to suspect that offences 

E may have been committed by directors of 
M Bond Corp and/or Bell Resources". Bell Re- 
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Bond at bay 


sources has already paid a A$1.2 billion de- 
posit to Bond Corporation for the expected 
purchase. Mr John Spalvins's Adelaide 
Steamship, a company which holds 2096 of 
Bell Resources, wants Bond Corporation to 
return the deposit. 

The obvious solution is an outside 
buyer or partner for the firm's brewing in- 
terests—but problems abound. For a start, 
holders of A$700m worth of the firm's con- 
vertible notes can force their redemption at 
par value if Bond Corporation's stake in its 
brewing businesses ever drops below 5096. 
One potential acquirer, Mr John Elliott's El- 
ders IXL, may be prevented from purchasing 
any of the Bond brewing interests by mo- 
nopoly regulations. Hopes now focus on 
Britain's Allied-Lyons, which distributes 
Castlemaine in Britain, and two New Zea- 
land brewers, Magnum Brewery, which is 
controlled by Sir Ron Brierley, and Lion Na- 
than, in which Holland's Heineken has an 
indirect stake. 

— d 





Japanese antitrust enforcement 
Up, Fido, up 


TOKYO 


OMETHING strange has happened to 

Japan's Fair Trade Commission (FTC), 
the outfit charged with protecting Japanese 
consumers from monopolies and cartels. It 
seems to be doing its job. 

In the past month the FTC has fined half 
a dozen construction companies for fixing 
prices in the new ¥1 trillion ($6.8 billion) 
Osaka airport project. It has told a cartel of 
shipbuilders to sink itself. It has started to 
investigate whether consumer-electronics 
firms are acting together to try to jack up 
video cassette recorder prices. And it has 
even started a belated investigation into why 
almost everything seems to cost more in Ja- 
pan than abroad. 

In Europe or America, such actions 
would be no surprise. They are in Japan. 
Thanks to the postwar American occupa- 
tion, Japan has a perfectly good anti-monop- 
oly law modelled after America's own tough 
antitrust laws. The law itself has teeth in 
plenty; the problem is that its designated 
watchdog has been trained not to bite. 

Unfortunately the FTC's sudden hyper- 
activity is more apparent than real. Under 
pressure from irate American trade negoti- 
ators and enraged Japanese consumers, the 
commission is trying to look busy. But its 
continued complacency about cartels in a 
wide range of industries suggests that its dis- 
mal record is not about to improve. The FTC 
rarely uses the powers it possesses. Of the 
118 cases in 1987 in which it reckoned the 
competition laws had been breached, the 
commission set the full force of the law in 
motion in only six. For the rest, it issued 


only feeble warnings or cautions. Last year it 
levied a paltry Y148m ($1.2m) in surcharges 
for anti-competitive behaviour. 

The FTC is also too willing to make ex- 
ceptions. At the insistence of big business, 
the law originally provided for some cartels 
to be exempted—for instance, as a tempo- 
rary measure in recessions. The FTC’s latest 
figures show that last year it exempted 276 
cartels. Only two were recession cartels. 
Forty were “sanitary” cartels, in which bar- 
bers, cinemas and laundries were allowed to 
collude on the bizarre grounds that compe- 
tition might tempt them to shave corners 
and thus endanger public health. Incredibly, 
the Frc this year sanctioned more than 
4,500 new cartels to make sure that retailers 
could avoid a price war by passing Japan’s 
unpopular new 3% consumption tax fully 
on to consumers. 

The Ftc is a weakling among Japan's 
powerful ministries. Its last big case was i" 
1974, when it made a daring, successful a 
tack on the turf of the mighty Ministry or 
International Trade and Industry (Mrr1) by 
taking to court oil companies who had 
formed a cartel on the ministry's "advice". 
Such boldness was an aberration. Almost 
since its inception, the FTC chairmanship 
has been a comfy retirement post for less- 
than-brilliant senior Japanese bureaucrats, 
and the chairman almost always backs down 
when an industry is supported by its 
ministry. 

The commission’s chairman, Mr Setsu 
Umezawa, is himself an ex-mandarin from 
the Ministry of Finance. Somewhat confus- 
ingly, he is at pains to deny that the FTC is 
suddenly becoming more pugnacious under 
his leadership. “All Frc chairmen,” he says, 
"have operated on the same principle.” 

Yet there are some hopeful signs. When 
abuses are unmistakable, even the normally 
pliable Japanese consumer is beginning to 
complain. The commission was inundate ' 












gry reports of price-hikes after the in- 
roduction of the consumption tax. More- 
er, pressure from outside is increasing. 
On September 12th, the American con- 
-sumer-rights activist Mr Ralph Nader ar- 
.tived in Tokyo to tell Japanese consumers to 
"stand up for themselves (that'll show 'em). 
- And the United States has raised the subject 
= of the Anti-Monopoly Law and its lax imple- 
mentation in the Structural Impediments 
Initiative talks which began this month in 
Tokyo. 
7^5. In private, American officials concede 
“that they have not yet decided what they 
want. One possibility is for Japan to change 
"the law to enable individuals to take cases to 
court; another is to levy triple damages 
against firms found guilty of anti-competi- 
tive behaviour. 
Yet new legislation is unlikely, consider- 
; ee the mess the ruling Liberal Democratic 
` party is now in. The Frc has set up a com- 
7 nittee to “study” reform, which convened 
/.: „or the first time on September 12th. But Mr 
Umezawa himself is quite happy with the 











law as it is. America might do Japanese con- 
sumers more of a favour by pressing for two 
things: a bolder or more politically powerful 
FTC chairman, keen on publicity and court 
cases; and an undertaking to use to the full 
the law that is already in place. 





Computer software 


Postscript for 
PostScript 


(3 the whole world to use your 
product is every entrepreneur's dream. 
In the computer industry, it is called setting 
a standard. But, as a young American com- 
pany called Adobe is discovering, setting a 
standard in software is no guarantee of con- 
tinuing success. The big problem is that 
most software can be imitated legally. The 
more popular a program, the more imitators 
it attracts. 





IVEN enough time and a 

gang of 22-year-old hackers, 
anyone can legally replicate just 
about any piece of software. This 
is because software is protected by 
copyright rather than patent. 
Copyright—originally | intended 
for journalism, books or music— 
; prohibits the copying of the "ex- 
| pression" of an idea rather than 
zd]. its function, which is what patents 

| are designed to protect. 

di^... When software sold tens and 
|... hundreds of copies, this quirk of 
/ the law did not matter much. But 
as the personal computer created 
mass markets for software, the 
ability to copy the function of a ri- 
product, without. infringing | its 
right by matching i its exact formula- 
created a minor industry. The 
 granddaddy of the software-cloners is a 
firm aptly called Phoenix Technologies. 
“ts. efforts, especially on software for 
.. IBM’s personal computer, are still a model 
the cunning art. 
In 1983, when sales of tBu's PC began 
to take off, a host of companies wanted 
'to make computers that would work like 
IBM's. They were stymied by 1BM’s copy- 
right on a crucial piece of software, called 
e BIOS, which linked the hardware to 
Microsoft's operating software. 
~To:tackle that problem, Phoenix split 
its Bios-development team into three 
A parts. The first group, located in Texas, 
J| wrote a minutely detailed description of 






































How to copy software 





See eRe | 
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just what the Bios did. Meanwhile, in 
Massachusetts, Phoenix assembled a 
group of mainframe programmers com- 
pletely unfamiliar with 1BM's PC. This | 
group wrote software that duplicated the | 
functions specified from Texas. A third 
group tested the Phoenix software | 
against a variety of programs that ran on 
IBM's computer. While the legality of 
Phoenix's BIOS has never been proven in 
court, IBM’s normally hyperactive lawyers 
haven't even tried to challenge it. 
Versions of the BIOS now provide 
most of Phoenix's $65m-a-year in sales, 
and the company is turning its hand to 
cloning other standard bits of software. 
One of its more popular new products is 
a perfect clone of Adobe's PostScript, 
without, alas, its Botticelli Venus logo. 
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Adobe's standard, called PostSc 
"language" for describing how te 
graphics are laid out on a page. Post 
used to describe the width and lengt 
umns of text, the size and shape of 
ters (called fonts in the tra 
drawings should look like and ho 
should fit into the text. In addition. 
ing it easy to describe these thi 
Script also makes it easy to change them 
Desktop publishers everywher: 
PostScript. Because it is a standard, cc 
nies can compose. publications 
sively in their own offices and t 
ready-to-print copy to a commer 
lisher for mass reproduction. So po 
PostScript that Adobe's royalties on 
guage are running at over $70m a yea 
products based on it are expected to 
company's total sales past $100m 
compared to $83m last year (988 pi 
profits: $36m). 
Nearly all of those royalties come 
printer manufacturers, who sell. PostS 
with flashy, $3,000-and-up laser. p 
But Adobe’s ambitions do not stop th 
the office of the future, it reckons. di 
ments will zip round both scree 
ers. It wants to use its product t 
display of documents on screens just 
ble and consistent. To that end ^ 
Jobs (that famous ex-Apple man) 
censed a version of PostScript, pred 
called Display PostScript, to paint 
screen of his much-praised NeXT com 
The industry's giants, IBM and DEC 
experimenting with Display PostScri 
If PostScript became a stand 
screens, Adobe could get royalties from 
lions of workstations sold each year a: 
as tens of thousands of laser printers; Un 
tunately, success breeds imitation. 
Work-alike imitations of PostScti 
now beginning to cut into Adobe's me 
threatening to squeeze Adobe's p 
profit margins of nearly 50%— amo 
highest in the software industry. Qum 
Californian producer of laser. printe: 
printers using Adobe's PostScript as w 
cheaper models using a clone of t 
guage. Others sell software that en 
cheap printers to work like expensive 
Script ones. ! 
Mr Chuck Geschke—who left 
gether with Mr John Warnock 
Adobe in 1982—says that he exp 
first spate of clones years ago, and 
his strategy accordingly. What Mr 
cannot entirely have expected, ho 
that his biggest customer would grow so 
ous of Adobe that it would start tryi 
build a rival standard to PostScript; - 
Apple Computer was the first licer 
for PostScript and it now provides abou 
third of Adobe's royalties. Recently . 
has tightened its grip on its own tech 
So, rather than adopt Display: P 
Apple is developing its own propri 













































































- I 


BUSINESS 





of describing the layout of text on a screen. 


Though it will continue to offer PostScript, 
Apple also plans to extend its own propri- 
etary technology to printers. 

Adobe's task now is to make sure that 
people do continue to ask for PostScript. 
Messrs Warnock and Geschke are trying to 
do that in several ways, including: 
€ Extending the technology. In addition to 


— Display PostScript, Adobe has extended 





PostScript to cope with colour printing. 

€ Proprietary products. By definition, 
Adobe cannot keep its PostScript language 
secret—otherwise nobody would be able to 


- use it. But it does keep secret some of its 


more esoteric workings, such as how it de- 
fines a wide array of fonts. 
€ Branding. Adobe is advertising PostScript 
heavily—assuring customers that its version 
of the language is the most reliable today 
and will be the whizziest tomorrow. 
€ Diversification. Adobe is selling its own 
PostScript-based applications software 
which draws pictures or designs forms. 
Succeed or fail, Adobe's efforts to con- 
tinue to profit from its own success should 
provide many lessons for younger entrepre- 
neurs. But politicians may also want to keep 
an eye on Adobe's battle with its imitators. 


- The outcome may, eventually, help settle a 
À om debate: does protecting software 


copyright encourage healthy compe- 


_ tition, or bring ruinous copying? 
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. Manufacturing in Mexico 


On Uncle Sam’s 


: coat-tails 


TIJUANA 


EXICO'S economic crisis since 1982 
has been tackled by many stopgap 


"measures that have not worked, and by one 


regional policy that increasingly does. Mexi- 
co’s border area with the United States is 
humming with activity from its so-called 
maquiladora industries: Mexican factories 
assembling duty-free imported components 
and then re-exporting their output. 

Maquila plants have existed since 1965, 
but only really took off from 1982 (see ta- 
ble). The Ciudad Juarez/El Paso area has the 
most jobs; Tijuana/San Diego the fastest 
growth and the most companies. 
Maquiladora manufacturing is now Mexi- 
co’s second-biggest export earner, after oil 
but ahead of tourism. 

Maquiladora plants operate under tariff 
concessions from both the American and 
the Mexican governments. They can import 
taw materials duty-free, provided that 80% 
of their production is re-exported from 
Mexico. And America charges tariffs only 
on the goods’ value-added—that is, minus 
the cost of any American components. 
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Since the big peso devaluations that started 
in 1982, Mexican labour costs have kept 
that value-added low. At present, wages in 
Tijuana maquiladoras average around $1.40 
an hour; that may drop back to around $1 if 
the peso is devalued later this year. 

With such low wage rates, Mexico has 
the edge over many Pacific-rim sites such as 
South Korea, Hongkong, Taiwan and Sin- 
gapore. Big American companies often find 
it easier to manage a factory in Tijuana than 
in Seoul. Such companies keep a small man- 
agement team in San Diego, the Californian 
city that is only a short drive from the fac- 
tory. The original idea of some companies 
was that there would be twin plants, one on 
each side of the border; but most of those 
schemes have been abandoned. Hence the 
explosion of independent American plants 
that assemble electronics, textiles, metals 
and wood products. 

The maquiladora industry has some 
fierce critics. American trade unions argue 
that it is siphoning off jobs and being used 
as a threat to hold down wages in the United 
States. Employers reply that the low-skill 
jobs involved would have left high-cost 
America anyway. The American economy 
gains when the work is done in Mexican 
border areas with American components, 
rather than in Taiwan with Japanese compo- 
nents. The job-loss argument will grow 
louder when basic-assembly maquiladoras 
are joined by data-processing operations for 
banks and airlines, a trend that will shortly 
depopulate many back offices in Los Ange- 
les. But here again the work could eventually 
have switched to low-wage locations in any 
case. 

A stronger argument against 
maquiladoras is that they pollute the envi- 
ronment. Rapid growth in Tijuana has 
strained local sewerage and waste-disposal 
facilities. The Mexicans understandably 
have much laxer rules than America. While 
it is silly for Californians to insist that third- 
world countries should live by the standards 
of the first, American companies today have 
to worry about bad green publicity wherever 
they are located. Some sweeteners are being 
applied. The Mexicans recently closed five 
companies in Baja California for environ- 
mental offences. 

There are grumbles about the working 
and living conditions for the Mexican work- 
ers, most of whom are young women. Their 







housing is often poor and their 
husbands may not be able to 
find work. Some claim that ille- 
gal border-crossing is increased 
by the maquilas, since they at- 
tract people to the border ar- 
eas. But the pull of the United 
States has always been strong. Jobs 
in maquiladoras are better than 
no jobs at all. Many companies are 
beginning to invest more in things 
like housing and occupational 
health, for they have an interest in an effi- 
cient and stable workforce. They have been 
allowed by the Mexican government to in- 
vest in better infrastructure, notably tele- 
communications and roads. 

The newest argument against 
maquiladoras is that they offer a back-door 
entry route into the American market for 
the Japanese. Japanese firms that assemble 
in maquiladoras still face tariffs; but because 
their products come from Mexico, they art 
not blocked by import quotas. That is an ar- 
gument against import quotas, not against 
maquiladoras. In a world where production 
facilities can be sited anywhere, import quo- 
tas fortunately become impossible to police. 
The truth is that Japanese firms open Mexi- 
can assembly plants for the same reason that 
American firms do: high labour costs at 
home and in America. 

Maquiladoras are therefore going from 
strength to strength. Their appeal would be 
undermined by a free-trade agreement be- 
tween the United States and Mexico, but 
that looks a long way off. Their next big 
group of customers could be Hongkong 
Chinese: they have grown accustomed to 
cross-border operations in the Shenzhen 
special economic zone of the Guangdong 
province of China, near to Hongkong. As 
1997 and the British colony's return to 
China approaches, watch for a booming 
San Diego to be the new Hongkong. 





Maquiladoran hat-trick 
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it’s fortunate there's a new Europages every year. 





























Going or C 


MART 








, 1 'ravel & Tourism Analyst gives travel-related businesses the 
information needed to maximise profit. 

This bi-monthly publication is a unique source of intelligence for 
anyone concerned with international travel and tourism, providing 
facts, figures and authoritative analysis of key trends 

Whether it's transport, hotels and accommodation, outbound 
markets or the service industries, you can have the up-to-date facts 
six times a year for just £395 (plus postage outside UK). 

Mail or fax your order now for your first issue of Travel and 


Tourism Analyst. ; | 
Q rterly International Tourism "I h e E conomist 
uarterly. n i l 
*"nalvse the importance i 
per rts analy ment of tourism I nte | | l ge nce l | nit 
= the economies of destination 
countries; 4 countries per hp T 
ssues per year for £155 post. €x 
i Mail or fax your order. 









GLOBAL BUSINESS INFORMATION AND ADVICE 


THE ECONOMIST SEPTEMBER 16 1989 






To find new customers, the best 
suppliers or your future business 
partners while saving time and 
money — consult Europages. 

Europages '89 means 340,000 rea- 
ders throughout Europe, a choice 
of 6 languages, 10 countries and 
over 140,000 companies at your 
fingertips. For 365 days a year. 
Until the next edition. 





Sales representative: 

THOMSON DIRECTORIES 

Thomson House, 296 Farnborough Road 

| Farnborough, MMA ER 
Hampshire GU14 7NU 

Tel. (0252) 516111 

Fax (0252) 377005 





oming, they mean Business 
z Br 








Please enter an annual subscription to Travel & Tourism Analyst 

Price including postage: UK £395; Europe £405. North America US$795; 
Rest of World £430 

Please enter an annual subscription to International Tourism Reports 
Price including postage UK£155; Europe £160; Rest of World £168 North 
America US$316 


[] Please send details of other EIL publications 


Name 

Company 

Address 
————— M ———— 
Title Position 

Naturc of Business 


Daytime Telephone No 





Please invoice 


Payment Cl 


1 enclose a cheque for £/US$ ____ payable to The Economist 


Intelligence Unit Limited 


Please charge VUSS to my C] American Express Visa 
Account no Expiry Date 


New York - 215 Park Avenue South, New York. NY 10003, USA. Tel (212) 460 0600. r1 
Telex: 175567. Hong Kong - 11/F Mount Parker House. ¢ ityPlaza. Taikoo Shing 
Hong Kong. Tel: (852) 567 0491. Telex: 74364. Fax (852) 5 885 3279 


c 

















DSM is one of Europe's leading chemical groups, with 
eadquarters in the Netherlands. At the end of September 
tt e Dutch Government will offer one third of the shares in 
M 0 the Dutch public and certain international institutional 
estors, 

In February of this year a first offer of 12 million DSM 
res held by the Government was considerably oversubscribed. 

DSM employs 29,500 people worldwide, 2,000 of 
rhom are involved in Research and Development. 

With worldwide group sales in 1988 of over Dfi 10 
n, DSM’s net profit for the year was Dfl 622 million. 
je profit recently announced for the first half of 1989 was 
640 million. 

Last year the company invested Dfl 1 billion on new 
lations, improvements to production processes, environ- 


tal protection and safety control in additon to acquiring 


ns hot an offer. of DSM shares. 


ement is issued by Naamloze Vennootschap DSM and its contents, which have been 
woe & Co. Limited, financial riter to Naamloze Vennootschap DSM 





The ares have not been and will not be 


tered under the US securities laws and accordingly may not be publicly offered or sold in the us 1 


companies importànt to the long term growth strategy of DSN 

A further Dfl 360 million was: spent on Research ar’ 
Development, improving a whole range of already Suct 
products. and processes, as well as developing a range of know 
how intensive products. In- the- past, literally thousands « 
patents have been taken out on new discoveries. These disco 
eries will form the basis of the company's progress well into th 
next century. 

This emphasis on the future is typical of DSM. It’s 
philosophy that has seen the company achieve significant growt. 
over the past twenty years. It is now involved in areas ranging 
from bulk chemicals to a variety of high grade materials, anii 


some of its products are . > 








among the world’s leaders. 
DSM faces the 
future with confidence. 





prepared by and are the sole responsibility of Naamloze Vennootschap DSM. i have been approved by f. Henry Schi 
ap andamemberof The Securities Associati 
down as well as up in Sterling terms, aere on the Sterling /Guilder rate of exchange. The DSM shares may be 


ion. Shares may go down as well as up. The DSM 


shares, being denominated in Dutch Cuilders, may 
difficult to sell other than on the Exchange. 



















































KYO 


G€TN TWO years the Euromarkets will be 
dead. Then where will London be [as 
an international financial centre]?” That is 
a view expounded by a top Japanese banker 
in London. Exaggeration? Yes; but there is 
something in what he says. 
© Japanese companies are the biggest issu- 
_-ers of Eurobonds. At present, it is easier and 
“cheaper for them to use the Euromarkets 
than the regulated domestic yen-bond mar- 
|: ket, even though Japanese investors are also 
. the world’s biggest bond-buyers. But Japa- 
-nese financial liberalisation is changing that. 
‘Eventually (the argument goes), there will be 
‘little reason for most Japanese companies 
- to raise capital offshore, so they will repatri- 
“ate their bond issuance. Since Japanese in- 
-vestors are so wealthy and since deregula- 
“tion will allow more financial institutions to 
become underwriters, other issuers will fol- 
‘ow the returning Japanese borrowers. 
rose issuers will include most foreign com- 
panies, international agencies and 
governments. 
Hardened Euromarket folk scoff 
that they have heard this sort of thing 
before: Several times in the past two 
decades imminent death has been 
< forecast for the Eurobond market, 
cbur the rattle has yet to be heard. The 
vo market will survive as long as some 1% 
. group of borrowers—Americans, Jap- — | 
-. anese, Taiwanese, South Korean, the 
- market couldn't care wBich—finds it |125 
* cheaper to issue bonds offshore than 











































“in their domestic market. But if (a big H2 
if) Japan really turns liberal, they |75 
~~ could do that as easily in Tokyo asin P 

London. Still, the integration of the  (50_ 
European Community’s internal x 





- market after 1992 will create new fi- 
- nancing needs and might even pro- 
- duce a consolidated European capital 
arket for big borrowers, based in 





Look east, young Eurobond 


Eurobond issues by currency 


the City of London. 

This card of Euro-confidence can be 
overplayed. If Japanese companies do leave, 
London would be hurt. In the first half of 
this year one-third of the value of new issues 
was accounted for by Japanese offerings with 
equity warrants attached. That business has 
been a profitable island in a sea of under- 
writers' and dealers' losses. 

Whether—or when—the worst hap- 
pens depends on the pace of the 
liberalisation of financial markets in Japan. 
There is little doubt about the Japanese 
Ministry of Finance's desire to bring the 
market home to Tokyo. For the past two 
years it has been peeling away layers of re- 
strictions-to stimulate both the market for 
domestic yen bonds and for yen bonds is- 
sued in Japan by foreigners (samurai bonds). 

Most recently, in June, it allowed for- 
eigners to issue short- and medium-term 
Euroyen bonds in Japan and permitted simi- 


: Japanese domestic bond issues 
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Corporate 


Foreign 
bonds 


Convertible. 


lar maturities for domestic yen bonds, Pre 
ously, companies have not been allowed 
issue bonds of less than six years’ mati 
so as. not to compete with the longt 
credit banks’ five-year debentures. Floa: 
rate bonds could come along soon. Ear! 
this year the ministry ended its ban o 
curities companies stripping warrants. 
bonds and selling both separately—a pro 
able practice in the Euromarkets. * 
Earlier changes by the Japanese Mi 
of Finance included a tripling (to.aroun 
180) of the number of companies allow: 
issue straight bonds in Tokyo. Double t 
number can issue convertible bonds. 
pendent credit rating is now allowed as 
alternative to “rigorous financial. criter 
Japan's old behind-the-scenes way of pri 
new issues. These (and other) changes h 
so far had only a modest effect in revita 
Tokyo's new-issue market (see chart). . 
The pool of eligible issuers is still s 
and, with the exception of issues from 
ties, most offerings are too small to inter 
institutional investors because of low ley 
ceilings imposed on the value of out 
standing bonds that companies 
permitted to have; the bonds’ inte 
is also subject to withholding tax. * 
cost to issuers also remains too h 
because underwriting is. an oligo 
of the four big securities houses. 
All three impediments are | 
tackled. The first is the easie 
finance ministry has repr 
on a justice-ministry- committee. 
reviewing the commercial law. ^ 
hope to have the ceilings on the vah 
of a company's outstanding bo: 
scrapped next year. : 
The second two impediments : 
trickier, but new efforts are. bei 
made. In July the securities-i 
side of the finance ministry set u 
committee to study the underw 
oligopoly of the four big. se 
houses. This was part of 




























ef to find ways to revitalise the domestic 
porate-bond market and its place in the 
oader deregulation of the financial 
stem. 
Corporate-bond underwriting is at the 
front line in the battle between the commer- 
al banks and securities houses. The banks 
have made advances into the government 
nd market as underwriters are allowed, 
with restrictions, to make private place- 
ments for corporate issuers. Through their 
Overseas subsidiaries, they are also active 
Corporate underwriters. But they are pre- 
nted by a 14-year old internal finance- 
ministry rule—the "three bureaus agree- 
nent"—from lead-managing the overseas 
bond issues of Japanese companies. 

-. Commercial banks have one main bar- 
gaining weapon in their fight to be allowed 
to underwrite corporate bonds domestically. 
This is to discard "commissioned banks”, 
unnecessary requirement that all new is- 

must appoint a commercial bank as a 
fiduciary agent for a fixed, fat fee. The com- 
promise that will eventually be struck be- 
een the banking and securities industries 

ks increasingly likely to be the creation of 
new sort of licence for wholesale invest- 








ment banking, through which the banks 
would be able to underwrite domestic cor- 
porate bonds. Many believe wholesale in- 
vestment banking will arrive by 1991, and at 
the same time the commissioned-bank sys- 
tem will depart. 

The commercial law is likely to be 
changed to allow companies to make larger 
new-bond issues. That could come at about 
the same time as the likely end of the com- 
missioned-bank system (which also requires 
amending the commercial law). Together 
with those changes, greater competition for 
underwriting would cut the cost of new Japa- 
nese issues. The domestic market could then 
be a serious rival to the Euromarkets. 

One implication for operators in Lon- 
don is that they might then have to chase 
the business halfway around the world. The 
other is one they have been even slower to 
start thinking about. If Japanese commercial 
banks are allowed to be lead underwriters, 
then their own opportunities for sub-under- 
writing may be greatly decreased. Placing 
power is important for an issuer when 
choosing an underwriter. Japanese banks 
will need to build up their own distribution 
systems if they are to win underwriting busi- 


ness. Japan's "city" or national commercial 
banks are only the tip of the iceberg of the 
country's commercial banking system. 

The mass of regional banks, some larger 
than city banks, are an ideal conduit that de- 
regulation is just waiting to open. And the 
regional banks will want a slice of the sub- 
underwriting business in return. It will be 
foreigners who risk being brushed aside. 








uth Korean stockmarket 
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HIS month the South Korean stock- 
market is opening itself a bit more to di- 
ct investment by foreigners. It is doing so 
n a way that even the Japanese would have 
dmire as being more symbolic than 
bstantial. 
Foreigners who switch into equity one 
five convertible Eurobonds issued by 
uth Korean companies will be allowed to 
de the shares with other foreigners on the 
er-the-counter market. There is to be no 
ing on the Korean Stock Exchange until 
, the date specified for opening the 
le market to direct foreign investment. 
ut nor is there likely to be any trading of 
he converted equity for the time being. As 
the table shows, the bonds are trading at a 
premium to the underlying share price be- 
cause they are one of the few ways in which 
foreigners can play the Korean market; they 
also pay interest. That combination is better 
than simple shares. 
. Thanks to sales of shares in state compa- 
ies, the Korean market is the world's tenth- 
iggest. For now, accessto it remains limited 
o a number of unit trusts and closed-end 
nds— eg, the New-York listed Korea Fund 
and the London-listed Korea Europe Fund. 
The Korea Fund has recently been given 
permission to increase its capital by 5096, to 
. $150m, and the same sort of increase will be 
allowed for the Korea Europe Fund. Three 
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onshore unit trusts, the Seoul Investment 
Trust, the Korean Growth Trust and the 
Seoul Trust, have also been allowed capital 
increases of $30m each. 

Originally foreigners were going to be 
allowed direct access to the market in 1988. 
That deadline slipped, because the coun- 
try's big current-account surpluses have left 
the economy awash with liquidity—and the 
government is not keen to add to that with 
inflows of foreign investment. However, as 
in Taiwan, reform-minded civil servants are 
committed to freeing up capital markets in 






South Korean convertibie bonds f 
80p1121989 Share price Premium" B agi 
(Won) (X) 3 











order to wean the economy off its sleepy de- 
pendence on bank debt, and particularly 
loans from state-run banks that too-easily 
use such credit as an instrument of indus- 
trial policy. 

Aggregate foreign ownership of any 
stockmarket-quoted company is likely to be 
restricted to a maximum of 20% initially, ac- 
cording to finance-ministry officials. They 
worry about South Korean companies being 
swamped by foreigners—ie, the Japanese. 
Nonetheless, non-Japanese foreign securi- 
ties houses sniff a boom. 

Mr Todd Kilburn of James Capel thinks 
that foreign houses could account for — 
much as 10% of total stockmarket turno 
once it is fully open. By the end of this year 
there will be some 30 foreign securities com- 
panies with representative offices in Seoul 
(against 25 domestic ones). S.G. Warburg 
opened up last month; Salomon Brothers 
will in October. Foreigners are due to be al- 
lowed full branches from 1991. 

At present, the five top domestic bro- 
kerages account for about half the market, 
and the next five for a further 30%. But they 
are not strong enough to fend off the foreign 
competition that liberalisation would bring. 
A recent government-prompted foray into 
international investment is said to have had 
them retreating into the Korea Fund and 
the Korean convertible bonds after taking 
losses on some flaky bond investments. If 
they have not shaped up by 1992, the gov- 
ernment may be tempted to give them more 
time by letting the deadline for direct for- 
eign access to the Seoul market slip—again. 

. 
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HE total return (that is, price in- 
creases plus dividends) from British 
equities has been around 34% so far this 
| year ir sterling terms. That is their best 
performance since 1980 and compares 
| with the decade's average annual return 
|" of 2196. Both the rr-se 100 index and the 
CFI-Áctuaries all-share index are almost 
back to the records reached before the 
] ^ stockmarket crash of 1987. The FT-SE is 
- hovering around 2,400, compared with its 
record of 2,443, and the all-share is at 
“1,215, against an all-time high of 1,238. 
The market's present attempt to scale 
the peaks appears more soundly based 
than'its previous expedition in 1987. 
hare prices are now a compara- 













Cracks start to show 


- Times are good for investors in British equities. Too good 








the first half, according to government 
statistics, they borrowed £18.6 billion. 
Companies have increased their divi- 
dends and their debts often for the same 
reason: to avoid being taken over. In 1988 
British companies used cash to pay for 


1096 of their acquisitions: a year earlier, 


70% of their takeovers had been financed 
by equity. In 1988 takeovers in Britain tri- 
pled in value to £20 billion compared to 
the previous year. Takeovers so far this 
year amount to £14 billion, excluding Sir 





"tively modest 13.5 times annual 
earnings. At the height of the bull 
market they were 21 times. 

This means that growth in earn- 
ings has, so far, underpinned the 
market's rise. In 1988 British com- 
panies increased their post-tax 

earnings by around 27%; this year 
they are increasing their earnings at 
the more modest rate of 1296. Earn- 
ings’ growth will probably slow 
again next year to single figures— 
even if the government's policy of 
keeping interest rates high to sober 
up an economy drunk on credit has 
-an effect sooner rather than later. 
A quick cure would mean that the 
government could start lowering 
interest rates by at least 196 before 
the end of the year. By then the 
government's policy might have al- 
“ready forced the British economy 
| into a recession. According to offi- 
- cial estimates, the economy's out- 
put in the second quarter of 1989 fell by 
0.496. Another successive quarter when 
the economy contracted would, on the 
American definition, constitute a reces- 
sion. 
Despite these tougher business condi- 
tions, British companies have kept their 
_ investors happy by raising dividends. This 
“year companies listed on the stockmarket 
"have increased their dividends by an aver- 
age of 1596. Whether they can continue to 
> increase dividends in 1990 at a faster rate 
“than earnings is doubtful. 
to" British companies have been borrow- 
-ing heavily. In 1988 industrial and com- 
‘mercial companies, led by property firms, 
borrowed about £30 billion ($53 billion) 
from banks: in 1987 they borrowed £15 
billion. Companies do not seem to have 
‘moderated their borrowing this year. In 
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James Goldsmith's still unsettled bid for 
B.A.T Industries. 

The problem is that by increasing both 
debt and dividends, British companies are 
over-gearing. The gearing of corporate in- 
come (ie, borrowing as a percentage of to- 
tal income) is at the unprecedentedly high 
level of 4096. Two years ago it was barely 
2596. This is leverage on an American 
scale: total income gearing for Amerícan 
companies has been around 40-45% since 
1980. Although Amerícan companies 
have borrowed more ($174 billion in the 
first quarter of 1989), they have spent a 
lot of the money on buying back their 
shares and thus shrinking their dividend 
payments. British companies have not 
looked after their cash-flow as well. 

The over-indebtedness of British com- 
panies could lead to problems for the 









stockmarket as the economy weake 

ther. In America the gently weake 
economy has slashed corporate profits | 
an average of 10% in the past six month 
alone, according to Kleinwort Ben: s 












tipped a clutch of highly leveraged com 
nies into default on their debts. 

America started on its debt. binge five 
years ago, when its economy was growin: 
fast. Britain's infatuation with leverage 1 
coming at a more awkward time in the 
economic cycle. Retailers are reporting 
slower sales and manufacturers' stocks a 
building up. Some investors are scentin 
the prospect of forced rights issues and 
recapitalisations, which. have not been 
seen in Britain since the depths: of de 
mid-1970s recession. 

Normally companies pre-empt sui 
developments by issuing equity before. 
they run into trouble in order to bri 
their balance sheets back into 
shape. They did it when: their li- 
quidity ratios (ie, the ratio of their 
short-term assets to short-term 
abilities) fell in 1980 and they did 
again in 1985. British corporate li- 
quidity is now at the lowest it has 
been this decade. 

Despite these precedents British 
companies are unlikely to issue eq 
uity voluntarily. For a start, issuing 
equity for no particular reason ex 
cept to remedy the previous policy 
of overborrowing and paying out 
high dividends would not go down 
well with shareholders. Secondly, 
companies have begun to find th 
equity is a comparatively expensive | 
way to raise capital. Investors’ de- 
mands for ever-higher. dividends 
mean that long-term, fixed rate 
debt is often cheaper. ; 

Companies’ apparent lack of in- 
terest in the equity market is posing. 
a problem for institutional inves- - 
tors, such as pension funds, life insurers. 
and insurance companies. They are sitting | 
on record amounts of cash—around 5.596 
of their combined total assets. This £23 
billion (or so) is roughly equivalent to 
their annual net income from investment 
and premiums. Some of this money is ear- 
marked for the privatisations of water and 
electricity. 

Few brokers believe that much of this 
institutional hoard will be invested in the 
London market. Turnover remains poo 
Institutional investors prefer to invest 
abroad. They spent around £5 billion on 
foreign shares in the second quarter | 
alone. Total returns have also been better 
there: thanks to the dollar's rise against: 
the pound, a British investor would have 
made 4596 if he had bought shares in the 
American S&P 500 index on January lst 












































CONOMIST SEPTEMBER 16 1989 



























































s: ey management in London- 
dex fingered 


HE traditional “have a hunch, buy a 
unch” style of active: stock-picking is 
inder attack in Britain. According to a 
soon-to-be-published survey by Greenwich 
Associates, an American consultancy, pas- 
management of equity assets—which 
usually involves investing funds in a stock- 
arket index like the Fr-Actuaries 
llshare or the Standard & Poor's 
00-—will soon be more popular in 
tain than on Wall Street, the home 
af its birth. Does this mean that the 
y-of London's money managers 
S id both their touch and their 


* Mr. Bruce Pullman reckons not. 
a director of County NatWest 
nvestment Management which, 
ng with Bzw Investment Manage- 
nent, is one of the City's biggest in- 
fund managers. He says that Brit- 
moneymen are ‘simply moving 
h the times. Rather than take a 
nce on a particular stock or sector 
a market, fund managers are now 
ying indices of the market itself— 
^ benchmark against which they 
imately judged. This has been 


early 1980s; witness the fact that 


sion funds now use stock-index funds. 
nsultants' at Greenwich Associates 
kon that some 21% of the domestic eq- 
ty portfolios of American corporate pen- 
ion funds are now passively managed. 
ritish managers, who started to use 
ar techniques about three years ago, are 
behind in the indexation stakes—but 
y by.a neck. The Greenwich survey of 
British pension funds earlier this year 
d that. 19.696 of their domestic equity 
ings were indexed. By 1992, Greenwich 
dicts with suspicious accuracy, this figure 
Il be nearer 26%. That will compare with a 
otal of about 22% for American corporate 
pension funds. 
- -Indexation has caught on in Britain for 
several reasons, but mainly because of the 
ibysmal performance of active managers. 
Look at the chart above, prepared by the 
wM Company, an Edinburgh-based consul- 
ancy that collects data from over 1,400 ac- 
ively managed funds representing more 
in 7096 of the £236 billion ($365 billion) 
ritish. pension-fund market. It shows that 
most of these funds out-performed the all- 
hare index in only three of the years be- 
tween. 1978 and 1988. So while the index 
ely makes it into the top 25% of the class, 
Imost always performs better than the av- 
erage manager. 
One of the reasons is that indexation is 
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er. half of that country’s 200 largest 





a cheap way to manage money. While an ac- 
tive manager usually charges an annual fee 
of 10-15 basis points—one-hundredths of 
one percent—of the funds under manage- 
ment, indexers probably charge five basis 
points or less. And because they churn their 
portfolios less, passive managers save on 








broking commissions. 

However, not everyone is impressed by 
indexation—least of all active fund manag- 
ers. Much of their scepticism stems from a 
belief that stock indices are cyclical invest- 
ments. In a bull market, when it makes sense 
to be fully invested in equities, buying a 
stock index is an ideal way to cash in on ris- 
ing stock prices across the board. However, 
in a bear market equity strategies are point- 





less and the only decision that matters is 
timing the switch into cash and bonds. 

Other funds, though, think that 
indexation is the key to improved perfor- 
mance. Postel, the fund-management. arm 
for British Telecom and the Post Office.— 
and which looks after £17 billion of assets, 
has gone one step further in refining the use 
of indices. Mr Andrew Threadgold, Postel's 
chief executive, refers to its strategy as a 
“net-zero” concept. This works as follows: if 
one of the fund's active managers is bullish 
about a stock, he “borrows” another 
one that he thinks will under-perform 
from Postel's £9 billion indexed fund 
of British equities. He then sells this 
and uses the cash to.take a bet on his 
favourite company. Ánd if he is bull- 
ish about the market, he can borrow 
cash from Postel's treasury operation 
to buy stock. 

The beauty of this system, savs 
Mr Threadgold, is that it kee 
money managers on their toe. 
Rather than buying and selling on a 
whim, they have to keep an eye on the 
relative prices of stock and on their 
own internal accounting. position. 
Moreover, whereas most active man- 
agers do not hold stock unless they 
havea view about it, the Postel system 
keeps at least an index-weighting in 
those stocks that are neglected. At 
the end of each year, each active man- 
ager's slate is wiped clean and he 
starts the new year with his assets at zero. 

There are plenty of other variations on 
this theme of an indexed "core" portfolio 
surrounded by a band of aggressive manag- 
ers. This has led some of the boldest (and 
most foolish) indexers to predict the immi- 
nent demise of stock-pickers. Don't hold 
your breath. After all, with financial folk 
rushing lemming-like to mimic the index, 
now may be the best time to bet against it. . 





Soft commissions 
Hard nuts to crack 


NEW YORK 


OT before time, America's securities 

regulators are waking up to the prob- 
lem posed by the growth of soft-dollar com- 
missions. Soft dollars are gifts by stockbro- 
kers to clients in return for an agreed 
amount of commission business. The perks 
can range from free research and paying 
money managers' computer and telephone 
bills to, in the case of pension funds, paying 
consultancy and other fees. 

The regulators' concern is not only the 
potential for abuses, such as brokers paying 
for money managers’ holidays and other 
freebies. They are also worried about ad- 


verse effects on the stockmarket’s liquidity . 





(ie, the ability to buy and sell large amounts 
of shares without moving prices sharply). 
Those -big securities firms, principally 
Goldman Sachs and Morgan Stanley, that 
still refuse to do soft-commission business 
are increasingly reluctant to risk their own 
capital in trading large blocks of equity. Be- 
cause a growing share of commission dollars 
is allocated to soft deals, they do not think 
they are being paid enough in commission 
income to compensate for the risk. 
Prompted-by these concerns, the SEC 
held a discussion on soft-dollar commissions 
in late July. It was attended by the departing 
SEC piam" Mr David Ruder, as well asby 
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: “Bullfright 


: ALL Street pundits who have 
| been correctly enthusiastic about 
CE. the stockmarket since the October 1987 
-[-serash are starting to cash in their chips 
| and recommend investors to take some 
< profits. With total returns (capital gains 
| plus dividends) on the Standard and 
s Poor's 500 index having risen by 29.3% 
:'in.the first eight months of this year, 
> shares have alreadyenjoyed a good run. 
~ Many now look expensive. 
Although the stockmarket sells on an 
average price/earnings ratio of between 
- |. 13 and 14, depending on whose earnings 
“IP estimates are believed, this figure masks a 
. | distinctly two-tier market. Popular large- 
“Al capitalisation brand-name shares, 
such as Coca-Cola and McDonald's, 
we, sell on p/e ratios of up to 20 and 
over. By contrast, companies whose 
fortunes wax and wane with the 
economic cycle, such as car- 
makers, and chemical and 
technology: firms, have p/e 
ratios as low as six. This re- 
flects the remarkable fact that 
the economy is in its 27th quarter of J 
expansion. Investors naturally won- 3 
der how much longer it can last. = 
Renewed optimism about the 
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levels of cash held by institutional inves- 
tors. These are near ten-year lows. 
Indata, a firm based in Connecticut, 
monitors investment performance. It 
says that at the end of August the 1,287 
institutional equity portfolios that it sur- 
veys had 6.3% of their funds in cash. 
This is not far above the ten-year low of 
5.196 recorded in May 1985. 

However, institutional investors' en- 
thusiasm for the stockmarket is still not 
shared by retail investors. Scared off by 
the crash, individual investors remained 
net sellers of shares throughout 1988. In 
the summer of 1987 sales of equity mu- 
tual funds (American for unit 
trusts) were running at $2 billion a 
month. The current rate is just over 
$1 billion a month, compared with 
the net selling which persisted until | 
last November. 

That the small investor is not | 
yet back in force is one reason to 
remain bullish. It means that 
one of the normal ingredients 
of a bullmarket top, namely | 
popular enthusiasm (ie, gullibil- 
ity) is not yet evident. Watch 
those mutual-fund sales. 


] 
| 
stockmarket also is clear from the scanty | 
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generate enough 
on to justify: re- 
a traditional full 
_ broking service. Morgan 
|. Stanley's remaining institu- 
ti clients still enjoy 
such a service, which in- 
. - cludes talking directly to re- 
^. search analysts. 

A lot of stockbrokers 
‘have succumbed to offering 
soft commissions at a time 
hen total commission vol- 
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ume has been falling. Institutional equity 
commissions in America totalled about $2.5 
billion last year, down some $900m from 
1987. Soft commissions account for, maybe, 
between a third and half of all institutional 
equity business on Wall Street. 

On Wall Street the practice is spreading 
rapidly into the over-the-counter equity 
market and into the bond markets, includ- 
ing Treasury, corporate and municipal 
bonds. This is odd, since bond trading is al- 
most entirely a principal business, where in- 
termediaries use their own capital and make 
money from trading spreads rather than by 
earning a commission as an 
agent. In bonds the soft- 
dollar broker will mark up 
the price of a bond and 
keep, say, half the trading 
spread as remuneration. 
The other half will go to- 
wards paying the client’s 
bills. The result is that the 
institutional buyer of the 
bond pays more for the se- 
curity than it needs to. This 
appears to violate the legal 
duty of a fiduciary such as a 
pension fund, to deal at the 
best price. 
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 Foreign-exchange dealing 


































































Common cents 


NEW YORK 


ENTRAL bankers, say foreign 
change specialists, have already 
some $50 billion this year selling dollars 
vain attempt to keep it from rising. Th 
not a wild guess. The Federal Reserve Ba: 
of New York has admitted spending $1 
lon in May-July, the largest American t 
vention ever for any three-month period. 
Despite this colossal supply, the do: 
still valued near its 1989 high and abov 
top of the central banks' preferred tra 
range. Is central-bank intervention, t 
fore, a waste of time? Yes, say the 
boiled gents who sit on foreign-exchan; 
trading desks. The forex market is a h 
unruly beast which scarcely notices cen’ 
banks’ piffling dollar sales. The reason 
simple. The central banks do not hav 
ammunition to influence prices; save p 
haps in the very short term. 
The worldwide turnover of foreign 
change is now estimated at more than $ 
billion a day. A survey published by 
Bank of England on September 13th r 
ons that London's share is around $187. 
lion. The New York Fed estimated t 
America's forex business was $130 billio 
day. Tokyo is in third place with $115. 
lion a day; three years ago it was a dis 
laggard. 8 
The Montreal-based: Internatio 
Bank Credit Analyst recently reported. 
as much as 7596 of the turnover in the fc 
market was following daily trading model 
where money is invested according to ch 
and the arcane logic of technical anal 
This figure is widely disputed. But even. 
is only $100 billion, not almost $400 billi 
that is still a huge amount of money that 
impervious to central-bank promptings. 
lt is therefore amazing that cen 
bankers are so confident of success that : 
are prepared to continue to throw mo 
into this speculative whirlpool and sell 
preciating dollars for depreciating cur 
cies. Mr Richard Witten of Goldman Sach: 
a New York investment bank, argues t 
the central bankers became too cocky 
cause of the success of their dollar selling 
lowing the Plaza agreement of Septemh 
1985. Being central bankers and not. 
rency dealers, however, he thinks they ch 
to forget one vital point. The dollar wa: 
ready falling before Plaza and the cen 
banks were, like traders, simply following 
trend. ; 
The opposite is now the case. Mr Witten 
and others argue that the dollar is in t 
midst of a “bull cycle” and the central 
are engaged in a hopeless task of trying t 
it below its fundamental value. As evid 
Mr Witten says that dollar buyers ar 







































en out of their positions by intra-day in- 
terventions. Central-bank intervention is 
most effective against the most short-term of 
ators. For those investing with a 
longer-term view, it is meaningless. 

__ An example is the decision this year by 
Japanese institutions with large Treasury 
bond portfolios to start removing the ex- 
pensive hedges that protected them against 
a decline in the value of the dollar. About 
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Banca Nazionale del Lavoro 


ROME AND WASHINGTON, DC 


NEVITABLY the Banca Nazionale del 
A. Lavoro (BNL) affair—which involves 
unauthorised loans to companies exporting 
to Iraq made by the state-owned Italian 
bank’s tiny branch in Atlanta, Georgia— 
has conjured up memories of the Banco 
Ambrosiano scandal in 1982. Mr Nerio Nesi 
and Mr Giacomo Pedde, the chairman and 
managing director of BNL, have already lost 
their jobs. But their departure will not solve 
the bank's problems. Its fate now lies in the 
hands of government officials in both Rome 
and dad. 
Somehow, and nobody still seems to 
know quite how, the Atlanta branch issued 
between February 1988 and July 1989 2,500 
ers of credit, producing $2.6 billion in 
inauthorised export credits for Iraq, $920m 
of which have yet to be disbursed. As a re- 
sult, the branch's exposure to one bor- 
rower—the Iraqi government—could come 
perilously close to equalling BNL's entire cap- 
ital which stands at around 4.5 trillion lire 
($3.2 billion). 
— How did this happen? Mr Nesi and sev- 
eral BNL executives still in office blame Mr 
Christopher Drogoul, the 36-year-old man- 
-ager of the Atlanta branch who was fired 
last week. BNL’s lawyers have filed a com- 
plaint against Mr Drogoul with the chief 
.prosecutor's office in Rome, accusing him of 
fraud. The prosecutor's office confirmed 
. this week that it had opened a preliminary 
. inquiry into the affair. 
To excuse the fact that they were asleep 
on the job, BNL executives allege that Mr 
Drogoul hoodwinked both America’s Fed- 
. eral Reserve Board and the state authorities 
in Georgia as well. It was the Federal Bureau 
. of Investigation that tipped off bank super- 
— visors in Italy and the United States that all 
. was not well at the BNL branch in Atlanta, 


rgia. 
. . The bank's management will have to do 
-~ better than that. Mr Drogoul financed his 
= Operations through short-term credit lines 
= with American and other international 
. banks, Given that the average maturity of 
.. the $1.7 billion of loans disbursed was five 


6596 of the value of these portfolios is now 
reckoned to be hedged, compared with 9096 
at the peak. Likewise, American companies 
are increasingly moving their cash from for- 
eign currencies back into dollars. 

How far can the dollar go? Based in part 
on  purchasing-power parity analysis, 
Goldman Sachs guesses that in 18 months' 
time the dollar will be worth Y185 and 
DM230. If that is right, central banks risk 
frittering away tens of billions of dollars. 





The road to Baghdad 


years, how could Mr Drogoul disguise “mis- 
matching" problems on such a scale? And 
how could BNL's New York branch remain 
unaware of his substantial activities on the 
interbank market? 

Mr Luigi Sardelli, the former manager 
of BNL's New York branch, has told The 
Economist that when he first arrived in New 
York in July 1987 he found that none of 
BNL's North American offices other than 
the flagship New York branch had been in- 
spected since 1985. It is hardly surprising, 
then, that in its first report to the Italian 
Treasury on the case, the Bank of Italy un- 
derlined the need for immediate action to 
improve internal controls at BNL. 

The rapid removal of Mr Nesi and Mr 
Pedde was intended to restore confidence in 
the bank. But Mr Nesi refused to go quietly. 
A prominent member of the Socialist party, 
he launched a searing attack on Mr Guido 
Carli, Italy's Christian Democratic treasury 
minister. Mr Nesi accused Mr Carli of trying 
to use the scandal as an excuse to privatise 
BNL by selling it to one of Italy's big indus- 
trial companies. 

Nesi will be replaced as chairman of 
BNL by Mr Giampiero Cantoni, a socialist 
entrepreneur and banker who was previ- 
ously head of the Milan-based Istituto 
Bancario ltaliano. Mr Paolo Savona, who 
took over as BNL's new managing director 
this week, is a politically well-connected pro- 
fessor of economics who worked with Mr 
Carli at the Bank of Italy. 

Mr Savona’s first priority is to 
recapitalise the bank. Even before the scan- 
dal blew up, BNL needed 2 trillion lire in new 
capital before 1992. It could now do with 
this cash sooner rather than later. Earlier 
this week, the Italian central bank told BNL 
that it must now put twice as much capital 
against its foreign loans as against domestic 
ones when calculating its capital-adequacy 
ratios. On September 13th INA and Inps, Ita- 
ly's state insurance and pension agencies, 
agreed to underwrite an 800 billion lire capi- 
tal increase for the bank—a start, but not 
enough. 


BNL is also at the centre of an interna- 
tional political row. Iraq's government is de- 
manding that the bank honour the $920m 
of export credits that have yet to be dis- 
bursed. To chivvy BNL along, the Iraqis are 
threatening to extend a delay on payments 
to Italian companies totalling $4 billion un- 
til their demand is met. 

Moreover, reports that Iraq may have 
used the Atlanta credits to obtain equip- 
ment that could be used by its armed forces 
have rendered the whole affair diplomati- 
cally sensitive as well. Several European 
firms, including Matrix-Churchill, a British 
manufacturer of machine-tool equipment, 
are now owned by Iraqi businessmen. Ear- 
lier this week, Matrix confirmed that it has a 
contract to set up a die-forging factory for 
“the emerging Iraqi automotive industry” 
which is financed by a DM81m ($41m) let- 
ter of credit from BNL's Atlanta branch. 

The BNL affair could also turn into a 
mini-scandal in Washington, as $720m . 
the loans made by the Atlanta branch we.. 
guaranteed by the Commodity Credit Cor- 
poration (CCC), which is administered by 
the Department of Agriculture. Congress- 
men are asking why the ccc failed to notice 
that there was something peculiar about 
BNL's heavy involvement in the loan pro- 
gramme. If the answers are not good 
enough, the General Accounting Office, an 
investigative arm of Congress, may be asked 
to look into it. 














-Is the universe computable? 


SANTA FE, NEW MEXICO 


TIS an ancient paradox that the rules of 
nature are simple but the world itself is 
complex. The universe is populated by a 
rich variety of physical forms. Yet whether 
they are galaxies, clouds or bacteria, these 
forms are generated and sculpted by the 
same underlying laws. 

. . Fast computers have led to a revived in- 
terest in the old questions of complexity. An 
institute for complex systems has recently 

o been set up in Santa Fe, New Mexico. Math- 
i naticians, physicists and computer scien- 
“sts pondering complexity have been led to 
make speculations that once lay in the prov- 
ince of philosophers and mystics. Alchough 
__ it is mainly concerned with physical things, 
complexity theory has been applied to social 
“and economic systems too. 
At the heart of these studies is the as- 
sumption, that a general-purpose computer 
can, in principle, simulate any real-life sys- 
tem. This assumption is connected with a 
-© widely accepted conjecture about computers 
/ which goes under the name of the Church- 
Turing thesis, named after two mathema- 
ticians, Alonzo. Church and Alan Turing, 
who helped lay the logical foundations of 
computing in the 1930s. 
. Alan Turing is justly famous in England 
for cracking the German “Enigma” code 
during the second world war. But scientists 
- everywhere remember him better for his in- 
vention of the "Turing machine", a hypo- 
i] device for performing mathematics 
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mechanically which is the conceptual fore- 
runner of modern all-purpose computers. 
Turing envisaged a machine rather like a 
typewriter printing symbols on to a paper 
tape of infinite length. The function of the 
machine was simply to move the tape back 
and forth, type new symbols on it and erase 
existing ones, according to a well-defined set 
of rules. 

In essence, a Turing machine is a proce- 
dure for converting one string of symbols 
into another. In spite of its simplicity, it is 
easy to see that it can perform mathematical 
operations. For example, the computation 
“2+2=4” can be performed merely by ap- 
plying a rule that converts the string of sym- 
bols “2+2” into the symbol "4". What is 
perhaps more surprising is that (according 
to the Church-Turing thesis) the same sim- 
ple machine can perform mathematics of 
any degree of complexity: anything that is 
computable at all is computable by a Turing 
machine. What matters is not the physical 
form a Turing machine might take but the 
notion of computability—that a purely me- 
chanical device can, by following a system- 
atic procedure, perform what are normally 
regarded as "mental" manipulations. Real 
computers are not built like typewriters; 
they are electronic machines. But the logic 
of their operation ís the same as that of a 
Turing machine. 

In a paper published in 1937 Turing 
adapted the work of a philosopher, 





. sums—which involve considerin 










Bertrand Russell, and a logician, 
Gédel, to demonstrate that there are. 
ematical operations which’. are 
computable—ie, which cannot. be 
formed by any Turing machine. 
immediately raised some profound 
tions. Is the human brain a Turing machi 
If so, how can people make judgments al 
something (ie, non-computable mathe 
ics) which is not accessible to a Tur 
chine? If not, does this imply that th 
is more than a mere machine? There 
even more baffling possibilities. Dr Rog 
Penrose, a mathematician at Oxford Ur 
versity, argues in a forthcoming boo 
the brain can compute things which a 
ring machine cannot, by somehow harn 
ing quantum-mechanical processes. If 
the standard version of the Church-Tur 
thesis would be false: some things wou! 
computable without being Turing-compu 
able. 

Turing’s work also raised some 
tions about the link between mathema 
and the physical world. At the core of phy 
cal science is the assumption that na 
conforms to certain mathematical laws; 5 
as Newton’s inverse square law of gra 
tion. The reason why science works. is t 
the real world can be modelled using s 
computable mathematics. When peo; 
mental faculties become strained, they can. 
enlist the help of computers—T 
machines—and thereby tackle problem: 
ever greater complexity. But how can you 
sure that nature always avails itself of com. 
putable mathematics? What if some la 
nature are non-computable? : 

This disturbing prospect has bee 
cussed by Dr Robert Geroch of the Uni 
sity of Chicago and Dr James Hartle oi 
University of California at Santa Barb: 
They attempt to work out the effect: 
quantum mechanics on the shape of sp: 
an arcane subject known as qu 
cosmology. The mathematics used 












































































ble trajectories of particles and all pe 
topologies (ie, shapes of space)—may- 
trinsically non-computable. The idea 
some points of principle about the lim 
what can be known about the phys 
world. If it should turn out that mather 
ics which is not Turing-computable h 
sway the power of science could be serious 
curtailed. ed 
Despite such recent imponderable hic 
coughs, most scientists continue to-be 
that nature can be simulated by a Th 
machine to an unlimited level of com 
and detail. According to this idea; 
nomena of nature are so analogous t 
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| putational processes that there is no real dif- 
— — ference between what a computer does and 
what nature does. Dr David Deutsch of Ox- 
ford University points out that this implies 
something profound about the physical 
world. Any actual computer, whatever its 
design, has to work within the laws of phys- 
v ics. So what is computable is dictated by the 
© Structure of the physical world. A simple ex- 
ample of this is the size and age of the uni- 
verse. One limit to the size (and thus the 
power) of computers is the amount of mat- 
ter in the universe out of which computers 
could be fashioned. Similarly, the duration 
of the universe sets an ultimate limit to the 
length of calculations (unless, as some 
cosmologists think, the universe in its final 
moments would shrink so small so fast that 
an infinite number of calculations could be 
squeezed in). 
It is taken for granted that simple Tu- 
— fing-computable operations, which include 
arithmetic and algebra, apply to the real 
world of dollars and sheep. (Though they 
- apply only as approximations: in the real 
— world, the answer to the child's sum “If one 
television costs £100, how much do 100 tele- 


visions cost?" is not £10,000. Anybody buy- 
ing that many would get a discount.) But the 
fact that these operations apply at all is for- 
tuitous. It is possible to imagine a hypotheti- 
cal universe in which the physical laws are so 
different that operations (such as addition) 
which are regarded as computable are non- 
computable, and vice versa. The fact that 
they are in fact computable depends, for one 
thing, on the stability of electrons. If elec- 
trons behaved as wildly as hurricanes—or 
multiplied as uncontrollably as rabbits—it 
would be impossible to build the sort of 
on-off circuits that can be used to do 
arithmetic. 

Another good thing about this universe 
is that the same mathematics which the laws 
of physics render computable can also be 
used to encode those laws in a simple and 
elegant fashion. There is thus a crucial self- 
consistency in which physics and comput- 
able mathematics mutually support each 
other. Mathematicians have proved that 
there are far more non-computable func- 
tions than there are computable ones. It is 
lucky that the ones needed to apply most of 
physics seem to be computable—so far. 
————À 








Cereal crops 


— Try triticale 


HE news that Poland is in the van of an 
agricultural revolution may come as a 
surprise. Next year the Poles expect to har- 
vest Im hectares—about 20% of their cereal 
acreage—of triticale, a cross between wheat 
— and rye. It is not a new crop, but it is one 
b that is having a second go at revolutionising 
——— farming. When first mooted, it was so highly 
- vaunted that the producers of "Star Trek” 
saw it as the food of the future. But the first 
attempts to make it fulfil its promise, in the 
1970s, flopped. 
Triticale's father, rye, is tough; its 
mother, wheat, is productive. The offspring 
is supposed to be both. It makes good bread, 


! 





To seek out strange new cereals... 
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unlike rye, and thrives in cold and acid soils, 
unlike wheat. Indeed, as is often the case 
with hybrids, its vigour can exceed that of 
either parent. By the end of the 1960s, the 
researchers who had produced viable triti- 
cale hybrids at the World Bank's Centro 
Internacional de Mejoramiento de Maiz y 
Trigo (CIMMYT) in Mexico were willing to 
predict great things for triticale. By 1990 it 
would be competing with wheat. 

Farmers quickly grew disillusioned. Trit- 
icale yielded poorly, failed to set enough 
seed, shrivelled easily, proved less adaptable 
to cold and heat than expected, grew tall 
and fell over, sprouted green shoots from 
the seeds in humid weather, 
took a long time to ripen and 
baked into stodgy bread. 

Back to the laboratory. 
Now CIMMYT is ready to try 
again, as a recent report from 
America's National Research 
Council demonstrates. Re- 
searchers there have raised the 
gluten level (which makes 
bread rise) almost to that of 
wheat, they have overcome the 
"mule-like" sterility that led to 
poor seed, got rid of most of 
the shrivelling, raised the aver- 
age yield above wheat's in side- 
by-side trials and shortened 
the maturation season appre- 
ciably. Diseases and pests have 


tended to leave triticale alone. 

The crop has caught on mainly where 
soils are poor, which is why Poland is the 
leading planter, with perhaps one-third of 
the world's crop. Although Europe domi- 
nates the market now, CIMMYT hopes that 
poor countries will be the main beneficiaries 
in the long run: Tunisia, Morocco, Brazil 
and Kenya are showing interest. 

The genetics of plant hybrids are more 
complicated than those of animals. Whereas 
all animals have two copies each of every 
gene, most commercial plant crops have 
more: the extra copies are what make tame 
bananas so much bigger than wild ones, for 
instance. Most types of wheat have four or 
six copies. The commonest triticale varieties 
are made by crossing “tetraploid” (four 
copies) wheat with diploid (two) rye to make 
hexaploid (six) triticale. CiMMYT has also 

n experimenting with "substitute" triti- 
cales in which one of the two rye chrome 
somes has been replaced by one from 
bread wheat (the mother of triticale is di 
rum wheat, of the kind used for pasta). 
These make better bread, but are less tough. 
Still better, there now exist varieties in 
which the bread-wheat chromosome has re- 
placed not a rye chromosome but a durum 
wheat one. These varieties make better 
bread and have the toughness of rye. 

Plant breeders are determined to play 
tortoise to the hare of genetic engineering. 
Crosses between wheat and barley, wheat 
and wheatgrass, rye and barley and other 
combinations are all being tried. Crosses be- 
tween wheat and triticale may soon be a 
source of genes for improving wheat. 





Semiconductor particles 


Oyster brew 


Toren is not always a bad thir 
Sand, for instance, can irritate oysters 
into making pearls. Using a similar princi- 
ple, two teams of American scientists have 
goaded yeast cells into producing tiny parti- 
cles of a semiconductor, cadmium sulphide, 
by poisoning them with cadmium ions. 

This could be good news for chemists, 
who have had a hard time using such parti- 
cles as light-sensitive catalysts for turning 
the sun's rays into chemical energy. The 
smaller the particles, the better they do the 
job. But the way that chemists usually make 
them yields a messy range of sizes. The yeast- 
goading approach makes all the particles 
uniformly tiny. 

The work also suggests some intriguing 
possibilities. The teams think that some cells 
could be made to manufacture tiny metal- 
sulphide particles to purge themselves of 
toxic metals such as cadmium. They also 
think some simple organisms might be able 
to use the photosensitivity of metal-sulphide 
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- Imagine a 900 page encyclopedia of books, with thousands of titles under scores of subject headings, 





5 including brief analyses of the authors and descriptions of their works. 





A revised and improved version of Waterstone's famous book of books, with advice and criticism from. 
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Wouldn't that be a good idea? That's what we thought. 
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F YOU often hear voices that are not 

really there, try switching on the radio, 
preferably tuned to BBC's Radio 4. It could 
make the imaginary voices more bearable, 
even after the broadcast ones have been 
switched off. This unlikely advice comes 
from three London psychiatrists who 
have had some success in treating persis- 
tent auditory hallucinations with tapes of 
tadio broadcasts. 

The first patient to be treated in this 
way by Dr Mark Collins, Dr Christine 
Cull and Dr Lester Sireling of St 
George’s, Springfield and Barnet General 
Hospitals was fairly typical of people who 
hear voices: a 53-year-old woman who had 
been in hospital for 14 continuous 
months, who was admitted with delu- 
sions, and who began to complain about 
voices three months after admission. The 
voices discussed her in the third person 
and were less than flattering about her. 
They yammered on for many hours each 
day; treatment with first mild and then 
powerful drugs, like neuroleptics, antide- 
pressants, lithium and carbamazepine, 
failed to shut them up. 

The three doctors decided to test an 
old theory about auditory hallucina- 
tions—the theory that they are due, at 
least in part, to faulty communication be- 
tween the two hemispheres of the brain, 


The sane voice of Auntie 


and that thoughts originating in one 
hemisphere appear to the other as voices 
from outside. The theory's supporters 
think it might be a good idea to reduce the 
auditory stimulation to one hemisphere, 
so that it would be less liable to respond 
by producing thoughts which are then in- 
terpreted as voices. 

If this were right, ear plugs would be as 
effective as (or better than) tapes or 
broadcasts at stopping imaginary voices. 
The psychiatrists tried both. For two 
hours a day they played their patient ei- 
ther tape-recorded classical music, "inter- 
esting" speech (Radio 4), boring speech 
(the speaking clock), pop music and a disc 
jockey, or—as a control—a blank tape. 
They also tried hearing aids and ear plugs. 

The ear plugs and the blank tape had 
some effect, but less than the sound tapes. 
So the results did not support the idea 
that less auditory stimulation means fewer 
hallucinations. Of the sound 
tapes, the Radio 4 speech re- 
cording was more effective than 
either classical or pop music. 
And Radio 4's benefits out- 
lasted the experiment, whereas 
the effects of the other tapes 
stopped as soon as the patient 
stopped playing them. 

The first patient’s improve- 





ment was so marked that she bought her 
own cassette player and was able to leave 
hospital and take fewer drugs. Nine 
months after leaving hospital she had 
taken a part-time job, using her cassette 
player whenever it was necessary to sup- 
press hallucinations (most days). 

Seven patients have now been treated 
in the same way. The three psychiatrists 
have seen remarkable improvements in 
three of them, moderate improvements in 
two more, but no improvement in the re- 
maining two. Since all had failed to re- 
spond to drug treatment, these results 
suggest that “radio therapy” could help 
plenty of people. Not to be outdone by 
Radio 4, the BBc's World Service has 
asked listeners who hear unreal voices to 
try using its broadcasts as therapy, and to 
write in describing the results. 











particles to “switch on” their own biochem- 
ical processes. 

For about a decade, chemists have been 
studying how semiconducting particles can 
use light to catalyse chemical reactions. Dr 
Michael Gratzel, at the Federal Polytechnic 
in Lausanne, Switzerland, has deposited 
tiny amounts of precious metals and their 
oxides on to ultra-small cadmium sulphide 
particles. When he and his colleagues sus- 
p these particles in water and shone 
ight in, they catalysed chemical reactions. 
For example they split water into hydrogen 
and oxygen, but not efficiently enough to be 
the basis of any practical device for convert- 
ing solar energy. 

One of the problems is that the particles 
chemists usually produce come in a variety 
of sizes, between two and 50 nanometres in 
diameter. It is che smallest ones that work 
best. Chemists can control the particle size 
to some extent by adding substances that 
stop the particles coalescing. Now, however, 
material scientists at AT&T Bell laboratories 
in New Jersey, led by Dr Lewis Brus, and bio- 
chemists at the University of Utah Medical 
Centre, led by Dr Denis Winge, can make 
yeast cells produce particles of cadmium 
sulphide that are uniformly about two 
nanometres across. 
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They did it by culturing two varieties of 
yeast cells, Candida glabrata and 
Schizosaccharomyces pombe, in the pres- 
ence of cadmium salts. The cells respond by 
making short peptide chains, which are like 
mini-proteins, and increasing their produc- 
tion of sulphide. Together, the two pro- 
cesses produce tiny cadmium sulphide parti- 
cles, “gift-wrapped” in a coating of about 30 





Valuable waste disposal 





peptide molecules. This coating stops the 
particles of cadmium sulphide from coalesc- 
ing into larger aggregates. It is as if the 
oysterish yeast cells have been goaded into 
producing tiny pearls of cadmium sulphide. 

What is unusual about these particles is 
their crystal structure. Normally cadmium 
sulphide crystallises in what chemists ca 
zinc blende lattice: neat tetrahedrons of su. 
phur and cadmium atoms. But in the parti- 
cles made by the American team the yeast 
cells force cadmium sulphide to adopt less 
stable rock-salt lattice shapes. 

Why, if all they are doing is ridding 
themselves of toxic cadmium, do the yeast 
organisms go to the trouble of making pep- 
tides that alter the crystal structure of cad- 
mium sulphide? The answer could lie in the 
optical and catalytic properties of the parti- 
cles. Dr Winge thinks that some organisms 
might use light-sensitive metal-sulphide par- 
ticles as photoreceptors to catalyse reactions 
inside cells. There is, for example, one bacte- 
rium, arthobacter, that makes a protein 
whose production is “switched on” by light. 
It could be that the light causes another pro- 
tein to change its shape, and that a metal- 
sulphide particle is the photoreceptor which 
catalyses the change. 
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Can Mitteleuropa find itself? 


S THE real Central Europe emerges 

from under the rubble of falling impe- 
rial masonry, who better to present it to a 
curious world than an Italian from Trieste, 
that quintessentially Mitteleuropáisch city 
and, until 1918, the Habsburg empire's 
main port on the Adriatic! Professor 

"Claudio Magris, who teaches literature and 
ilosophy at the University of Trieste, of- 
rs in his DANUBE! an erudite and lively 
guide, written con amore and 
con brio, to the splendid Cen- 
tral European civilisation that 
had its centre in Vienna and 
spread from there along the 
Danube, leaving a rich deposit 
in all the lands of the former 
empire and beyond. 

The book starts, quite 
properly, at Donaueschingen 
in the Black Forest, the source 
of the Danube's principal 
branch (a claim passionately 
disputed at Furtwangen, 34km 
away) and ends at Sulina, the 
"official" mouth of the river, a 
rather desolate spot on Roma- 
nia's Black Sea coast. Along 
the way the author paints a fas- 
cinating portrait of Vienna, 
the city of Franz Joseph I, of 

e Pischinger cake, of Witt- 
genstein and of Freud; but also 
the city where, in an opulent 
Secessionist building, Adolf Eichmann 
spent "the happiest and most successful 
years of my life" directing the racial policies 
of the Third Reich. 

Mr Magris has an eye for characteristic 
detail: the whereabouts in Budapest, for ex- 
ample, of the grave of Gul Baba, the six- 
teenth-century Muslim holy man, a fact re- 
minding the reader that most of Hungary 
was once occupied by the Turks. He draws 
attention to Hungary's bitter anti-Austrian 
feeling, gone today, but so strong before 
1918: Count Karoly tells him that his great- 
grandfather had a votive chapel built to 
thank God for the Habsburg army's defeat 
at Kóniggratz in 1866 and that his mother, 
whenever she had to go to Vienna, 
through the town in a carriage with her eyes 
shut, so as not to see it. 

Perhaps because he is an ltalian, Mr 
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Magris manages to stay above the local ha- 
treds. He records with sadness the brutally 
destroyed Jewish culture, so impoverishing 
for today's Mitteleuropa. And as a German 
specialist he carefully notes the contribution 
of that other vanished glue of Mitteleuropa, 
the Germans, expelled after 1945 and now 
emigrating in large numbers even from Ro- 
mania, where they had been allowed to stay. 

The old empire has generated many 
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Crossing the Danube, Budapest 


myths. One of them, according to Francois 
Fejto, a Hungarian-born journalist and his- 
torian living in Paris, is that Austria-Hun- 
gary collapsed as the “inevitable” result of 
internal conflicts between nationalities that 
the rather effete monarchy was unable to 
contain. This, says Mr Fejto, is to underesti- 
mate the centripetal forces that held the em- 
pire together: the emperor, the army, the 
civil service. He argues for those forces in an 
essay called “Collapse or Destruction?” in 
Le GENIE DE L’AUTRICHEHONGRIE?, a col- 
lection of papers by European experts (sev- 
eral of them, like Mr Fejto, born Hungar- 


1. Collins Harvill; 416 pages; £15. Farrar, Straus & 
Giroux; $22.95. 

2. Presses Universitaires de France; 219 pages; FFr140. 

3. Polity Press; 221 pages; £29.50. 

4. Granta; £12.95. Random House; 306 pages; $19.95. 










































ians). He inclines to the view that the old 
empire was deliberately destroyed as the first 
world war, started with no thought of its de 
mise, became more and more ideologic 
and the aim of the war became “u 
tional surrender”. For Mr Fejto, the rejec- 
tion in 1917 of the peace initative by the 
new Emperor Karl was a tragic mistake 
“paving the way for retrograde dictators". 
The growing number of books on vari. 
ous aspects of Mitteleuropa should not be 
seen as an exercise in nostalgia. Rather, it 
reflects the desire of Central Europeans to 
find, by studying what they had and have 
lost, new patterns appropriate for their freer 
but more complicated lives after the demise 
of the Pax Sovietica. One of the most i 
esting subjects—addressed in a book of es- 
says called IN SEARCH OF CEN- 
TRAL Europe}, edited by 
George Schópflin, a Hungar- 
ian-born academic at n 
University, and Nancy Wo 
who teaches media studies 
Sussex University—is that 
the sort of relationship the 
Central Europe of the future 
should have with Russia. 
Characteristically, the de: 
bate starts from the question. 
whether Russia, with its cul- 
ture and intelligentsia, is part 
of Europe at all. This is a ques- 
tion that many of those still liv- 
ing under the Kremlin’s 
though perhaps not for much 
longer—would prefer not to 
tackle or, if they did, would an- 
swer in the negative. But some- 
thing more positive and 
structive will clearly be ca 
for, if only to avoid the awful. 
past repeating itself. Á 
Central Europe is confronted, too, by 
the even trickier question of the role of Ger- | 
many. For the Germans, Mitteleuropa. 
means Germany and its neighbours in the 
East, not the Kleinmitteleuropa consisting 
of the former Habsburg lands. The i 
dimension is tackled perceptively and with 
great clarity in THe Uses or Apversiry* by 
Timothy Garton Ash, a collection of essa 
most of them previously published in 
Spectator and the New York Review. 
ready back in January 1985, Mr Garton 
Ash, an Oxford don-cum-journalist, wa: 
warning that being serious about a 
term, “evolutionary liberation” of Central 
and Eastern Europe from Soviet domina- 
tion also meant being serious about = 
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erman 


coming the division of Germany, a connec- 
tion not entirely clear to everybody in the 
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West at the time. His other essays, on Po- 
land, Hungary and Czechoslovakia, have 


- also stood up well to tumultuous recent 


events. [t must surely be a good omen for 
Mitteleuropa that it should increasingly be 
attracting fine minds and fine writing. 





Modern times 


No small matter 


Microcosm: THE QUANTUM REVOLUTION 
IN ECONOMICS AND TECHNOLOGY. By 
George Gilder. Simon & Schuster; 426 
pages; $19.95 


EORGE GILDER is a gadfly. When 
America worried about deficits, he 
wrote “Wealth and Poverty", which said 
they were a sign of economic health; when 
the world turned feminist, he wrote “Sexual 


Suicide", which said feminism hurt women; 
when industrial policy was in fashion, he 
championed the entrepreneur in “The 
Spirit of Enterprise". He is contrary but not 
for the sake of it. He believes with a passion 
that mankind is wrong about something, so 
to change the world he buries himself in the 
details for a while and emerges with a book. 

On this occasion, the burial has been 
longer and the details more intractable. Mr 
Gilder has tackled quantum physics, cy- 
bernetics, electronics, chip design, artificial 
intelligence, entrepreneurs—and how they 
have changed the politics and economics of 
the world. He dares to pass judgment on 
fields that would employ a thousand more 
specialised authors. i 

He contends that the arrival of the “mi- 
crocosm”’, by which he means science based 
on quantum effects and its penetration of 
economic life, has changed the rules at many 
levels. Just as scientists struggled against 
their instincts to comprehend a world in 





which particles could pass through two slit 
at once, so governments now refuse to ac 
knowledge that it is the flows of informatioi 
and money, not those of products, tha 
count. Mankind is struggling to emerg 
from a chrysalis of matter-bound thinking. 

Mr Gilder claims the following thre 
truisms for his theory. Everybody though 
computers would centralise power, so the 
concentrated on faster, more powerfu 
switches (macrocosm), whereas in fact com 
puters now rely on low-power, slow switche 
and are many and small (microcosm). Mak 
ing memory chips is like making flat ba! 
bearings with pictures on them, and all th 
value is in the matter; makin; 


microprocessors is like publishing book 
and most of the value is in the informatio: 
imprinted thereon. The Japanese did no 
succeed in electronics because of macro-in 
dustrial policy; they succeeded because the 
produced entrepreneurs. 

The Japanese entrepreneurs—such 1 








Two men in a boat 


66 A GAINST GOLIATH” is a strange 

title for David Steel to have given 
his memoirs*. In all the famous renais- 
sance sculptures of the subject David is 
depicted as standing in triumph over Go- 
liath, whose head is severed with David's 
stone embedded in his brow; but in the 
real world of British politics it is Goliath 
who has come out on top (as the Israelites 
always feared he would). Two-party poli- 
tics has, against all the odds, reasserted it- 
self; the merged Liberal and Social Demo- 
cratic party that Mr Steel worked so hard 
to create has so far been a failure; and it is 
Mr Steel who, at the age of only 51, has 
left the field to lick his wounds. 

This outcome must be especially hurt- 
ful to someone like Mr Steel who is, above 
all else, a professional politician. Like Mr 
Neil Kinnock, he learned the game of poli- 
tics at university. Like Mr Kinnock, he has 
never known any occupation other than 
politics. Like Mr Kinnock, he has never 
held government office. His only endur- 
ing accomplishment, the 1967 Abortion 
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Act, dates from when he was still in his 
20s. It is not entirely clear how he will 
spend his remaining years, though he as- 
sures the reader that he has received a va- 
riety of job offers "ranging from chairing a 
major charity, becoming the European 
consultant to an American firm, joining 
the board of an investment company, 
down to advertising a chocolate bar [he 
does not say which] on television." 

Mr Steel has had only one great politi- 
cal success, the creation of the Liberal-spp 
alliance, and one great political failure, its 
destruction. Predictably, he is more forth- 
coming on the one than the other. Al 
though he reveals little that is entirely 
new, Mr Steel again shows how consistent 
he was in insisting that the Liberals could 
never make it into government on their 
own; they had to do business with politi- 
cians in another party, preferably the La- 
bour party or, better still, some breakaway 
from it. Mr Steel's whole career pointed 
to the alliance with the Social Democrats. 
He relished working with politicians of 






































other parties, on the Abortion Act, on 
race relations and immigration, over Eu- 
rope, over devolution. He always com- 
ported himself more like a free-wheeling 
American congressman than like a con- 
ventional British party leader. 

Indeed nothing emerges more clearly 
from these pages than Mr Steel's distaste 
for many—perhaps most—of his fellow 
Liberals. He wanted order, his kind of or- 
der; they preferred, or behaved as though 
they preferred, an aimless anarchy— poli- 
tics as street theatre. At one point during 
the 1976-78 Lib-Lab pact, Mr Steel sug- 
gested to Mr James Callaghan, the prime 
minister, that they should organise a joint 
weekend meeting of the Labour party's 
executive and the Liberal party's coun- 
cil—and then take the weekend off. The 
prime minister liked the idea. 

But it was not his fellow Liberals who 
were mainly responsible for the debacle of 
the Liberal-spp merger two years ago. It 
was Mr Steel and the spp leader, Dr David 
Owen. Mr Steel clearly failed to reckon 
with both Dr Owen’s obduracy in refus- 
ing to merge his party with the Liberals 
and his determination to maintain the 
SDP as a separate political force. He then 
compounded the error by being away on a 
charity mission in Africa when the new 
SDP leader, Mr Bob Maclennan, and some 
of his young friends were drawing up the 
joint leaders' (sic) policy document, the 
so-called "dead parrot". Mr Steel subtitles 
his chapter on the merger “Back from the 
Brink": it should have been called “Over 
the Brink”. Sadly, he reveals almost noth- 
ing of his thoughts or feelings during the 
crucial months. Maybe he was just tired. 


*Weidenfeld & Nicolson; 318 pages; £14.95. 
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Tom Kubo, who scoured America for ideas, 
set up tiny Tokyo Electron Laboratories and 
was introducing innovations long before 
many American companies—are some of 
the heroes in the book. Mr Gilder concen- 
trates on a few embattled careers, especially 
that of Carver Mead, a chip designer; this 
gives the book a narrative thread it would 
otherwise lack, and a sense of the incurable, 
pig-headed conservatism of the world that is 
certainly accurate. 

At the end, in a final lurch into philoso- 
phy, he predicts the inevitable downfall of 
materialism and determinism before the in- 
exorable rise of quantum freedom. Man- 
kind, he says, has crashed into the micro- 
cosm and his life will never be the same 
again. Described thus, the book may sound 
like yet another piece of soft-headed, quan- 
tum-physics-equals-homeopathy-and-god 
nonsense, but it is not. It is a maddeningly 

hard-headed book. Sometimes it fails or 

e but at least it tries, as all politicians 
d scientists should, to think broadly. 

SS £M 





British writers 
Preposterous 
raiment 


Tur BRIDESHEAD GENERATION. By Hum- 
phrey Carpenter. Weidenfeld & Nicolson; 
523 pages; £15.95 


(T ee Evelyn Waugh at a party in 
1937, a friend remarked that of all 
their generation only he and Robert Byron 
had succeeded. “Byron has not succeeded” 
was Waugh's conversation-stopping reply. 

The comment was graceless but, in the 
context, justifiable. "Their generation" 
meant a literary group of men in their early 

Js, most of whom were Catholic or High 
Church and many of whom were homosex- 
ual. Graham Greene had made his name 
only with a fairly good adventure story. An- 
thony Powell had not started on his trek to 
dodecalogical glory. It was slightly too early 
to foresee the success of Robert Byron's 
“The Road to Oxiana". Cyril Connolly's 
career had been noisily unremarkable: “En- 
emies of Promise” and the editorship of 
“Horizon” came later. But in 1937 Waugh 
had already made his name with (among sev- 
eral other works) "Decline and Fall", Vile 
Bodies" and “A Handful of Dust". Hum- 
phrey Carpenter has good grounds for mak- 
ing him the centre of his study. 

Mr Carpenter's last book was an ex- 
haustive study of Ezra Pound. Here again, 
he errs a bit towards prolixity and more 
than a bit in his weakness for telling thrice- 
told tales. But his interpretation of Waugh's 
eccentricities, his foibles and neuroses is 


both fascinating and plausible. The Waugh 
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he presents is an intriguingly complex char- 
acter, sharper and more self-mocking than 
his earlier biographers appreciated. 
Besotted by his eldest daughter, bewil- 
dered by the mental havoc being wreaked by 
his daily dose of chloral and alcohol (the 
simple ingredients of the lethal Mickey 
Finn), Waugh was still able to deride his 
own paranoias in “The Ordeal of Gilbert 
Pinfold”. His persecution mania, in which 
he heard sinister disembodied voices—fa- 
miliar enough to be reduced to a terse P.S. 
in letters to his long-suffering second wife— 
becomes more understandable when Mr 
Carpenter demonstrates how the novelist 
was harassed by three broadcasters who 
came to interrogate and stayed to persecute. 
Unfortunately, Mr Carpenter has cho- 


sen to dress a fine study of Waugh in the 
gaudy and inappropriate raiment of “the 
Brideshead generation". The clothes do not 
fit. The reader is tugged from an account of 
Graham Oreene's "Stamboul Train" to a 
few paragraphs on Cyril Connolly: the link 
is made by telling the reader that Connolly, 
unusually, had also travelled on trains in- 
Europe. 

Waugh's contemporaries have been 
brought together before and to more profit- 
able effect by Martin Green and Valentine 


Cunningham. Here, they make no real con- — 


tribution to the central study of Waugh. 
One cannot help feeling that a more direct - 
and conventional approach would have de- ^ 
prived Mr Carpenter of nothing but a pleas- 
ing title. 
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Architecture at the barricades 





The Ten Commandments 


FTER the first transmission of his BBC 
television film for "Omnibus" in 1988, 
Prince Charles received 5,000 letters of sup- 
port. The public thought he had declared 
war on modern architecture and on archi- 
„tects, and was eager to join in. Yet the gist of 
the prince's argument was not entirely nega- 
tive, and was different from war: "We seem 
to have forgotten some of the basic princi- 
ples that have governed architecture since 
the Greeks.” 

Now that battle seems to have been de- 
clared outright, with the publication of the 
Prince's book A Vision or BRITAIN* and a 
provocative exhibition at the Victoria & 
Albert Museum, it is worth noting that 
Prince Charles puts out some conciliatory 
feelers towards the profession he is sup- 


posed to despise. True, the descendants of 


*Doubleday; 160 pages; £16.95. 


the vandalising "architectural establish- 
ment” of the 1950s and 1960s still, in his 
view, "set the style, control the curriculum, 
... keep a tight grip on architectural educa- 






y 


tion and are the heroes of a largely syco- — 


phantic architectural press". But he does 
not particularly want to destroy them. 
Prince Charles's Britain, as his book dis- 
plays it, is a place of peace, pastels and Wil- 
liam Morris harmony in which architects, 
engineers and craftsmen work together to 
the common good. The issue, as he frames 
it, is not the virtues of differing architectural 


styles—classicism, high-tech, modernism ; 


and the rest—but the principles that should 
govern any kind of building. Some of 
these— "Place", “Harmony”, "Scale", are 
self-evident. Some seem more unusual, or 
perhaps longer forgotten. Under "Enclo- 
sure” the Prince extols walled gardens and 
college courtyards, both of which "produce 
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kind of magic”. Under “Hierarchy” he 


. Sicommends that buildings should proclaim 
- their own importance; the largest building 


in a town should be the town hall, not the 
supermarket, and the most imposing feature 


-On either should be the front door. “Hierar- 
— chy” enables the prince to return to his bête 


noire, the London skyline, and a plea that St 


F Paul’s should be allowed to dominate even 


over the new threat of Canary Wharf, as it 
does in Canaletto's paintings. 
The very notion of principles suggests a 


= change at the most fundamental level, in 


architectural teaching. "A true renaissance 


= in design and building techniques”, says the 


Prince, “is unlikely to succeed unless the 


= pattern of education in architecture is rad- 
— ically overhauled.” If he has his way, life- 


drawing, anatomy and philosophy might be 
re-introduced in Britain's 36 schools of ar- 


- chitecture, and that might be no bad thing. 


Nonetheless, the chief of education at the 
Royal Institute of British Architects shud- 


© dered at the idea; he said he was not pre- 


pared to go. half as far forward (or back- 


wards) as that. 


Architects, in general, feel divided and 


- defensive, as any profession might in which 


the practitioners, mostly trying to do their 
job, are being beaten about the head by an 


untrained royal. The young president of the 
- RIBA, Maxwell Hutchinson, has rushed out a 
- clumsy answer to the Prince’s book, calling 
his comments “well-aimed but misguided”; 

- but a recent poll in the Architects ' Journal 


reported a public consensus that the archi- 
tects' responses have damaged architecture 
more than the Prince has done. Indeed, 
78% of respondents to the poll thought the 
Prince should speak out more. 

By the Sunday after the publication of 
"A Vision of Britain", something like a 
truce had been established. Richard Rogers, 


—— the director-general of the RBA, had sug- 


gested that Prince Charles should sit down 


$ and talk to the architects, and both he and 


other establishment modernists seem to 


have persuaded the Prince that some of the 
projects he had criticised were more compli- 
cated, possibly nicer, than he had thought. 
Indeed, the Prince himself has an Achil- 
les heel, as he himself implies. Repeatedly in 
“A Vision of Britain” he denies that some 
architectural detail—a gable, fancy brick- 
work, classical columns, plaster swags—is 
“pastiche”. He is not, he insists, playing 
about with pretty bits from the past and 
recommending that they be stuck on to ev- 
ery anonymous brick wall. He is concerned 
with fundamentals. The generally pleasant 
buildings pictured in his book betray, never- 
theless, the occasional warning sign. If 
"monarchism" in architecture becomes 
minant, as it may (for architects are not 
deaf, and the Prince’s endorsements are be- 
ginning to show up in extra commissions), 
there may be a flowering of weak, fussy, de- 
rivative architecture, sometimes looking as 
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peculiar in its site as the pieces the Prince 
has complained of. The onus, in fact, is now 
on the architects. Having allowed them- 
selves to be dictated to by a non-profes- 
sional, it is now up to them to produce—as 
they surely can—an even better and stron- 
ger set of architectural principles of their 
own; and build by them. 





American culture 


Coffee and 
minnows 


Se Garrison Keillor published “Lake 
Wobegon Days" in 1985, he has come 
to be regarded, in his own words, “as an ex- 
emplar of homely American virtue". His 
fourth book, We ARE STILL MARRIED*, has 
just been published in Britain, an event Mr 
Keillor marked by a visit to the Edinburgh 
Festival and a week of stage appearances in 





Keillor in his heaven 


London. Although his readings from the 
Lake Wobegon stories are as famous in Brit- 
ain as the stories themselves, this was the 
first time British audiences had seen the au- 
thor as a lovable parlour entertainer, singing 
and dancing in a tuxedo with snappy red 
socks, bow tie and braces. The new persona 
seemed perfectly natural to him: “You don’t 
come 3,500 miles to be the same guy." 

A recurrent theme of his show was the 
midwesterner's dream of "elegance", a 
yearning that compels provincial boys to 
forsake their prairie homes for the danger- 
ous metropolis. Mr Keillor himself has left 
his native Minnesota and Lake Wobegon 
for Manhattan and the New Yorker, from 
which the material in his new volume is 
largely taken. But it still displays his charac- 
teristic voice. You can take the boy out of 
the midwest; you cannot take the midwest 
out of the boy, and Mr Keillor's emotional 


*Viking; 330 pages; $18.95. Faber; £11.95. 
TSecker & Warburg; 262 pages; £12.95. Harper & Row; 
$19.95, 
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point of reference is still those lonely fields 
and the bonds they forge. There no one is 
fooled by good fortune or fair weather. As 
he sums up the Minnesota farmer's view, 
"the meaning of life is that nobody's killed 
you yet, and every winter, nature tries." The 
result of that lurking harshness is a strong 
sense of community and friendship. For all 
his dreams of elegance, Mr Keillor can still 
appreciate the joys of fishing "with a ther- 
mos of coffee, a can of minnows and guys 
you've known forever.” 

That kind of experience probably would 
not mean much to another midwestern 
writer, Bill Bryson. For him, the main fea- 
ture of life in Des Moines, lowa, which he 
fled for Britain in 1977, was a vast boredom. 
His new book, THE Lost CoNrINENTT, 
chronicles his return journey through small- 
town America to see if his native land has 
improved at all. He plots his route according 
to far-off memories of childhood holidays, 
seeking the idyllic little towns of classic Ho 
lywood films. These are shaky premises, an 
Mr Bryson's trip is marked mainly by disap- 
pointment and irritation. The 
boredom is as overpowering as 
ever. Small-town hicks are 
"brain-dead"'; tourists (himself 
excluded) dress “like morons’; 
in the tedium of the plains 
states billboards are "practi- 
cally a public service". 

Mr Bryson likes some 
things and dislikes others, but 
does not seem to learn very 
much. As his trip progresses, 
he revises certain jaundiced 
opinions, apologising for his 
blanket condemnation of ev- 
eryday folk in a Keilloresque 
epiphany: “it must be wonder- 
ful to live in a safe and timeless 
place, where you know everyone and every- 
one knows you, and you can all count ~- 
each other...l felt guilty for mocki 
them." 

Such moments are short-lived; at root, 
Mr Bryson is one of nature's doubters. Even 
so, at journey's end he is bewildered by a 
feeling of warmth toward his native land, de- 
spite the fact that it has fallen so obviously 
short of his fantasies. He recognises Des 
Moines as a place where he could live, 
"friendly and decent and nice”, and feels al- 
most "serene". When he set out, that was 
merely another word for boredom. 

For Garrison Keillor, however, this se- 
renity is a fundamental American strength, 
as ordinary people in the vast land quietly 
get on with their lives. Unlike Mr Bryson, he 
is an unashamed yea-sayer, believing that, al- 
though the contemporary scene is cynical 
and corrupt, "a little faith will see you 
through". For Mr Keillor and his readers, 
that hopeful belief is the true American 
heartland. 
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Evening light 


ST PAUL-DE-VENCE 


OST painters commanding big prices 
in contemporary art are young, befit- 
ting the volatile character of the market. But 
youthful celebrity may not guarantee long- 
term achievement. As the sceptical Edgar 
Degas observed, “Everyone can have talent 
at 25; the important thing is to have it at 
50.” Until October 4th, a remarkable dis- 
play of the longevity of true talent is on 
show at the Fondation Maeght in St Paul- 
de-Vence in the south of France. "L'Oeuvre 
Ultime" concentrates on the late work of 24 
masters of modern painting, showing them 
in pursuit of their vision not just at 50, but 
at 80 or 90. 
Few painters struggled so doggedly 
e public incomprehension and even 
ir own uncertainly as Cézanne, and the 
work of his last ten years stands as a magnifi- 
cent vindication. His late watercolours are a 
particular triumph, combining transparent 
lightness of colour with a magical solidity of 
form. Cézanne saw painting as an almost re- 
ligious discipline, and his letters of the time 
speak of "glimpsing the promised land." 
That same sense of culmination appears in 
Monet's water lilies, "these landscapes of 
water and reflections", as he called them, at 
which he worked obsessively in his late 70s. 
Although he wryly protested that the labour 
was "beyond the power of my old age”, he 
hoped that "so much effort will produce 
something". What was produced, as with 
Cézanne's work, was one of the foundations 
of modern painting and a key to the whole 
development of abstraction. 

Few artists transmit such happiness as 
Bonnard and Chagall, and delight informs 
` ir final paintings as brightly as their first. 

t much has changed along the way, but it 
1s still a pleasure to see Chagall, at 94, inde- 
fatigably filling a canvas with his gaily levi- 
tating lovers and animals, and Bonnard, a 
mere 80, creating the quiet, sun-suffused in- 
teriors which he hoped would carry him to 
“the year 2000 with the wings of a 
butterfly". 

For some painters, new surroundings 
late in life meant new inspiration. Fernard 
Léger was fascinated by America's exuber- 
ant "bad taste" and “raw colour", which be- 
came a source of energy for his great series of 
cyclist paintings. Yankee ebullience affected 
Piet Mondrian even more, transforming the 
austere rectangles of his earlier work into 
the bubbly dynamism of “Broadway Boogie- 
Woogie”(1943), Not everyone approved of 
the volte-face: a devotee of the early style 
supposedly welcomed Mondrian’s death in 
1944 because it “prevented him from com- 

mitting further errors”. 
The twentieth century being what it 
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was, not every artist was granted serene ful- 
fillment or new discoveries. The rise of the 
Nazis profoundly distressed Paul Klee, and 
from 1933 his witty miniatures became in- 
creasingly dark and eerie. In his last years 
Klee's state of mind was undoubtedly af- 
fected too by his wasting illness, but he still 
felt the larger horrors of his time so keenly 
that news of the fall of Paris had to be kept 
from him. One of his final works represents 
a bleak and ghostly "Angel of Death", 
which he felt descending not just on him, 
but on the whole of Europe. 





Not resting but slaving 


OLLYWOOD actors and actresses 

never tire of telling sycophantic 
magazine writers how hard they work 
and the enormous pressures of their 
trade. This industrious image is usually 
maintained until the movie star "gets 
into trouble" and a host of "close 
friends" sell stories about the long after- 
noons spent by the pool with mountains 
of cocaine. How hard do actors and ac- 
tresses really work? 

A new survey by Variety, covering 
films in production from 1987-89, shows 
that some actors—“thesps” to Holly- 
wood insiders—barely have time for a 
length of breaststroke. Gene Hackman, 
who also finished first in 1986-88, tri- 
umphs partly because his total of nine 
films includes a number of supporting 
roles (eg, "Another Woman") alongside 
films where his name appeared above the 
tide (eg, "Mississippi Burning"). Still, 
nobody could call him a slouch. 

Younger actors seem to have less stay- 
ing power. Steve Guttenberg, who tied 
for first place last year with Mr Hack- 
man, finished well down the list this time 
with only four films to his credit. That 














Despite the upheavals of history and the 
body's inevitable decline, the tone of the — 
Maeght show is decidedly positive, even cel 
ebratory. Degas, going blind, changes from 
oils to pastels and maintains his fl of 
line and composition. To the last day 
life, Renoir lovingly renders flowers and 
nudes, although his hand is so crippled by 
arthritis that the brush must be wedged into — 
it. Matisse, unable to paint, begins to cut — 
shapes out of coloured paper, producing a. 
series of works that he himself regards as the 
culmination of all he has done. 

Buoyed up not just by these works, but 
by the spirit that produced them, the viewer _ 
is shocked to come finally to Picasso. The — 
sexual themes of his last works are not lov- .— 
ing, or even passionate, but voracious, a 
jumble of members bent on mutual destruc- — 
tion. The predominant mood is caricature, a _ 
Swiftian rage against the body, time and 
even painting itself. Any sense of final un- 
derstanding is absent. Picasso's frame of | 
mind may be glimpsed, perhaps, in the | 
drawing "Painter and Model", in which one 
of the artist's eyes mildly follows his pencil 
while the other stares wildly out at the — 
viewer. Alone among these valedictory art- 
ists, Picasso seems not to have escaped out 
of himself completely into painting. He 
therefore never achieved what Cézanne 
wg the "salvation" that painting could 
offer. 








































may not augur well for Charlie Sheen, 
the young American star of “Platoon” 
(tied first this year, with nine films), or 
Raul Julia (third, with eight), one of the 
few Hollywood stars who can act to audi- 
ences as well as cameras. Mr Julia names 
Marlon Brando as one of his heroes, but 
Mr Brando has recently announced that 
he is fed up with making films. 

Hollywood's current infatuation with 
muscle-rippling action adventures and 
buddy comedies has left actresses rela- 
tively short of work. Whoopi Goldberg, 
the black comedienne best known for 
her role in "The Colour Purple" is the 
only woman in the top ten, with six real 
films and two “telefilms”. Daryl Han- 
nah, Barbara Hershey, Meg Ryan and 
Susan Sarandon, all of whom featured in 
five films, are her closest rivals. 

Perhaps the most surprising feature is 
how many bad films some actors must 
have made. For example, many cinema- 
goers may be surprised to discover that 
John Travolta is still alive, let alone that 
he has featured in five films—one more 
than Harrison Ford, Jack Nicholson and 


Kevin Costner. 



















International Service for 
National Agricultural Research 


ASNAR is a member of the Consultative Group on International 
gricultural Research. Its principal work is assisting governments of 
developing countries to strengthen their agricultural research 
systems. It collaborates with governments in developing countries 
in the improvement of their research policy, organisation, and 
management. It has active advisory service, research, and training 
programs. Staff are expected to contribute to all three programs. 
Applications are invited for the following positions: 


Senior Research Officer 


Primary duties will be in the advisory services program in carrying 
Out system reviews, planning, and implementation of system- 
‘building recommendations. 

The successful candidate will have a doctorate or equivalent in an 
agricultural science or social science related to agriculture. He/she 
will have at least fifteen years of experience, with a significant 
period in developing countries, preferably in more than one region 
of the developing world. First-hand management experience in an 
agricultural research or educational institution is required. He/she 
will have a proven ability to work with research leaders and to 
function as part of a team. Excellent written English and fluency in 
her French or Spanish are required. 


Senior Research Officer: 
Human Resource Management 


‘The person will work with research leaders to analyse human 
resource issues, establish ínformation systems for planning and 
management purposes, and make recommendations for improving 
recruitment, selection and evaluation procedures and compensa- 
tion structures in agricultural research systems. 

The successful candidate will have an advanced degree, preferably 
a doctorate or equivalent, in management, public administration, 
Or a relevant social science. Experience in human resource 
management in developing countries, preferably in the agricultural 
Sector, is essential, as is a proven ability for teamwork with research 
and development leaders. Excellent written and spoken English and 
fluency in French are essential, while knowledge of Spanish would 
be an asset. 


Senior Research Officer— 
Training Coordinator 


The Training Coordinator must have a proven ability to design and 
conduct practical management training, the ability to help agricul- 
< tural scientists prepare experience-based training in research 
* management, and expertise in training-materials development. 
The successful candidate will have an advanced degree, preferably 
a doctorate or equivalent, in the management sciences, public 
administration, or a social science, and ten to fifteen years of 
relevant professional: experience, Experience in the agricultural 
sector in developing countries is essential. Excellent written and 
< spoken English is required, and knowledge of French and Spanish 
would be an asset, 

These positions will be based in The Hague, Netherlands, with 
frequent travel required. Salary and benefits will be comparable 
with other international organisations. Initial appointment will be 
for up to three years, renewable. 

Please send letters of application with a copy of your curriculum 
vitae or résumé, including names, addresses, and telephone 
numbers of three references to: 


Director General 

International Service for National Agricultural Research 
C PO Box 93375 

/:2509 AJ The Hague, The Netherlands 

"Fax: 70 819 677 

Applications will be accepted until October 15, 1989 or until the 
positions are filled. It is expected these positions will be filled 
within calendar year 1989. 
























































APPOINTMENTS 


“Buckinghamshire 
x County Council 


AN EQUAL OPPORTUNITY EMPLOYER 










PLANNING DEPARTMENT 





STATISTICIAN/DEMOGRAPHER 


Salary £11,667-£16,743 


Benefits include: 
* £7,500 relocation package 
* Mortgage subsidy or equity share 
* Subsidised car lease/purchase 
* Flexi time 


We are looking for a well motivated and - 
enthusiastic Senior Research Officer to 
join the well established Research and 
Intelligence Section in Aylesbury. 


The postholder will assist the Head of 
Research and Intelligence in developing 
and applying mathematical and 

Statistical techniques, including population 
and household modelling, and in 

providing statistical expertise in all aspects 
of the service including demography 

and census planning. 


The ideal applicant will have a degree 
or equivalent in statistics, mathematics, 
operational research or other related 
discipline. A knowledge of computer- 
based skills and an ability to 
communicate technical information 
effectively to staff from other disciplines 
are essential. Salary is dependent on 
qualifications and experience. 


Full details and application forms are 
available from the Joint Support 
Section, County Planning 

Department, Buckinghamshire County 
Council, County Hall, Aylesbury 

HP20 1UY, telephone Aylesbury (0296) 
382403, or, for an informal chat about 
the post, please call William Kelsey, 
Head of Research & Intelligence on 
0296 382793. Closing date: 29 
September 1989. E 








ECONOMISTS 


A BETTER HEALTH SERVICE 
Up to £24,356 


The recent Government White Paper “Working for Patients” 
proposes the most radical changes in the health service for 40 
years. To implement the proposals will require first-rate advice 
from a team of talented people. We need more economists to 
join that team and to apply their skills to ensure that the 
reforms meet their objectives. f 

For Economic Adviser posts you need a good degree 

in economics and five years experience in the 

economics field. Starting salary is up to £24,356 

(under review) which includes Inner Londog 

Weighting, on a performance related range that rises 

to £28,708 (under review). 

For Economic Assistant and Senior Assistant posts 

. you need a good degree in economics. Starting salary 
> ` depends on age and experience and is up to £16,345 

which includes Inner London Weighting. 
The appointments initially will be for a limited period of one to 
three years. Part-time and temporary appointments can be 
considered. 
For further details contact Michael Parsonage on 01-972 3063 or 
Jeremy Hurst on 01-972 3066. 

t Application forms from Terry Walters, Room A305, Alexander 
Fleming House, Elephant and Castle, London SE1 6BY (tel: 
01-407-5522 ext 7782). Completed application forms with CV 
must be received by 6 October. 

THE DEPARTMENT OF HEALTH IS AN EQUAL 
OPPORTUNITIES EMPLOYER. 


DEPARTMENT OF HEALTH 


Dar Al-Handasah Consultants 
{Shair & s) {UK) Lid 


ECONOMISTS _ 


Dar Al-Handasah Consultants (UK) Ltd is seeking to suppl 
ment its team of economists working on challenging assi 
Appointees 


programmes. 

Applicants should be highly motivated individuals aged 25-3: 
An ability to work in either French or Portuguese is hight 
desirable. T 

A competitive remuneration package will be offered that 
reflects experience and ability. EL 
We would also be interested to receive details of freelance 
consultants who wish to be included in our register. = = 
Send curriculum vitae to Dr R. Solomon, Director of | 
Economics. Pu 


Dar Al-Handasah Consultants 
(Shair & Partners) 


93/97 New Cavendish Street, London WIM 7FR 


The Woolwich Equitable Building Society is one of the largest building societies in the UK. Our assets 
are currently in excess of £14 billion and our branch network extends to over-550. 


~ BCONOMETRICIANSTATISTICIAN 


Bexleyheath, Kent 


We are continuing to grow and develop and as such we have an excellent opportunity for an 
Econometrician/Statistician to join our Corporate Planning team based at our new Corporate Headquarters at 
Bexleyheatti, Kent. You will be involved in the operation and development of the Society's business model in 
support of the planning process, including scenario planning and the development of econometric models in 
connection with business planning and forecasting. In addition, you will assist with various research projects 
requiring the use of statistical, econometric and financial modelling techniques. 

ideally, you will be educated to degree level in a relevant discipline and have an analytical and flexible 
approach to your work. The ability to be able to communicate effectively both orally and in writing is essential. 

Although we would prefer you to have had at least 12-18 months relevant work experience, consideration 
will be given to recent graduates who possess appropriate skills and qualifications. 

In addition to an attractive starting salary, we can offer twice yearly salary reviews, concessionary 
mortgage facilities, generous holidays, subsidised restaurant facilities, a contributory pension scheme and profit 
sharing. 

if you enjoy a challenge and think that you will be able to contribute to this small professional team then 
please write enclosing a full cv including current salary details to: Graham Wakefield, Personnel Officer, 
Woolwich Equitable Building Society, Corporate Headquarters, Watling Street, Bexleyheath, Kent DA7 5RR. 
Closing date for applications: 29th September 1989. Previous applicants need not re-apply. — 


WOOLWICH 


We are an equal opportunities employer. — EQUITABLE BUILDING SOCIETY 





2POINTMENTS — 


ESSEC 


Graduate School 
of Management 









Ecole Supérieure 
des Sciences Economiques 
et Commerciales 














ESSEC, a leading French Graduate Business 
School located in Paris, invites applications for 
faculty positions in the following areas: Accoun- 
ting and Control, Finance, Logistics, Mana- 
gement and Strategy, Marketing, Manage- 
ment Information Systems, and Organi- 
_zational Behavior. Candidates should have an 
earned doctoral degree or be in the final stage of 
completion. Proven research interest is required. 




















Applications and resume should be sent to: 


Professor Jacky AKOKA 
‘Dean of Faculty 
ESSEC 


95021 Cergy Pontoise Cedex 
FRANCE 






GROUPE 









COMMERCE AND MANAGEMENT 


ACADEMIC VACANCIES 


Lincoln College 
(Lincoin University from 1990) 
New Zealand 


Applications are invited from suitably qualified men and women for lectureships 
/ are to be established in the commerce programme, currently a rapidly 

expanding area in the University. : 

Applicants should have a first degree in commerce, business or economics together 

with an appropriate postgraduate or professional qualification. Experience in 

business or government may be valuable and prior teaching experience is desirable 

but not essential. 

Appointments will be considered in the following areas: 

Finance, Accounting and Taxation 

Marketing and Business Management 


























Economics 
These University Lectureships will be offered as fixed term engagements or 
probationary appointments for up to three years in the first instance. Outstanding 
candidates may be appointed at Senior Lectureship level. 


The current salary range for Lecturers and Senior Lecturers is NS$35,000-NS$63,000 
per annum. 


Leda adjacent to Christchurch which is the largest city in the South Island of New 


- Reasonable travel and removal expenses are reimbursed. Government superannua- 
tion is available. 


Further information about the position including details of the structure and 
academic functions of the department, application procedure, travel and removal 
expenses, housing assistance and conditions of appointment are available from the 
Registrar with whom applications close on 6 October 1989; Please quote vacancy no 

39 when making enquiries. Lincoln College is an equal opportunity employer. 





Po box 34 


NEW ZEALAND 


Facsimile No: (64) (3) 252-965 













RE Je | 
POLYTECHNIC SOUTH WEST 
Institute of Marine Studies 

Plymouth .- 
Lecturer/Senior Lecturer 
in Transport Economics 

Salary within the range £8,481 - £18,549 per annum 
The Department is looking for a young, well-motivated transport 
economist to join a small dedicated team teaching all modes of 


transport to undergraduates and International Transport and 
Distribution to post-graduates. 





Applicants should hold a first degree with economics as the major 

subject plus a higher degree (preferably a PhD) in an area related to 

transport. Proven teaching ability and good industrial contacts will 
be distinct advantages... 


Application forms, to be returned by Friday 29th September 1989, 

and further details are available from the Personnel Department, 

Polytechnic South West, Drake Circus, Plymouth, PL4 8AA, or by 
telephoning (0752) 232167 














3i EUROPEAN ENTERPRISE 
RESEARCH FELLOW 

















Applications are invited for this fellowship to work with 
Professor Paul Burns on studies into the comparative 
poromancs of entrepreneurial companies in various 

uropean countries and the influences upon them. 
Applicants should speak two European languages and 
have a degree in one or more of the man rit 
disciplines. Experience of hie ihe data analysis would 
be an advantage. The post will involve travel to other 
countries involved in the studies. 


The appointment will be within the Research Fellow 
Grade il, £15,372-£20,469 per annum. Starting ME 
be according to age, qualifications and experience. The 
appointment is for a two year period. 


interested applicants:are invited to telephone 
Professor Paul Burns on 0234 751122. 


forms and i 
Personnel 1s and further details are avaliable from 





























Closing date for applications: 7th October 1989. 












Cranfield School of Management wie : 












APPOINTMENTS ___ 


- Macquarie University 
- Sydney, Australia 

"School of Economic and 

_ Financial Studies 


“Centre for Chinese 
Political Economy 
“LECTURER/SENIOR 
LECTURERIN 
_ CHINESE POLITICAL ECONOMY 
Ref 890324 


~The Centre for Chinese Political 
"Economy, headed by the Founda- 
-tion Director, Professor Y. Y. Kueh, 
"was established in 1988 with assis- 
“tance from the- Australia-China 
Council. As part of the School of 
Economie and Financial Studies, the 
` Centre offers a BEC degree in Chi- 
“nese Political Economy which com- 
; Hines strands of Economics and Chi- 
;e language. Plans are also under 
rto establish an MEc (by course 
work) in Chinese Political Economy 
in addition to the enrolment of re- 
search students for higher degrees. 


' Applicants should have a postgradu- 
ate degree, preferably a PhD in 
Political Economy or Economics, 
with adequate Chinese language 
knowledge and teaching and re- 

«search. experience in the field of 

-Chinese economics. The successful 

- applicant: will be expected to teach 
“courses related to Chinese econom- 
ic development in industry and agri- 

_-¢ulture, and international trade and 
finance. He or she will also take part 

-in the Centre's research and con- 
sulting programs, which have a 
Strong focus ^on Australia-China 
trade and investment relationships. 

:: While the University would prefer to 
appoint at the grade of Lecturer, 

- applicants having appropriate quali- 

fications. and experience. may be 

-considered for-appointment at the 

jor Lecturer level. 

21 mnation about the: position. may 
“be obtained from Professor. Y. Y. 
':..Keuh (612) 805 7898 or Professor C. 
D. Throsby, ‘Chairman CCPE Man- 
: agement ‘Committee’ (612) S05 

O BATA o 

The appointment istor a fixed | dem 

_ of three years in the first instance. 

| The appointee. is expected to 





. assume duty as soon as possible. 


. affer January 1990. 

Salary range: Lecturer $431,259 to 
$A40,622 per annum; Senior Lectur- 
ser $A41459 to $A48,086 per 
| nnum. ' 

p. Further information about the Uni- 
;versity, - "conditions of appointment 
- andthe method of application should 
i beobtained from the Academic Staff 
-- Office, Macquarie University, NSW 
2109, Australia. 


t . Applications close 13 October 1989. 
*t uality of Employment Opportunity 








University of Bath 
School of Management 


HEAD OF THE SCHOOL OF 
MANAGEMENT 


The School, already one of the leading 
institutions of its type in the United 
Kingdom, has considerable opportuni- 
ties for growth and is creating this new 
managerial position with responsibil- 
ities to devise and implement a devel- 
opment strategy. The appointment will 
be ona three year rolling contract basis 
with professorial status. A professorial 
title will be conferred on an appropriate- 
ly qualified person. 

Further particulars from the Personnel 
Officer, University of Bath, Claverton 
Down, Bath BA2 7AY, quoting refer- 
















HEADQUARTER 

















ence 89/279. 


Closing date for applications: 20 Octo- 


ber, 1989. 


WE ARE A TRADING 
emenda COMPANY 












NOLOGY. 


A GOOD COMMAND OF ENGLISH AND FRENCH IS REQUIRED AS WELL 
AS THE ABILITY TO DRAFT CLEAR AND CONCISE REPORTS, . 0 


THIS POST OFFERS AN ATTRACTIVE SALARY PACKAGE, AND. EXC! : 
LENT WORKING CONDITIONS IN A PLEASANT ENVIRONMENT. ; 













APPLICATIONS * WITH C.V. TO: 


1110 BRUSSELS - ‘BELGIUM 
* DATE LIMIT: 16 OCTOBER 1989 





UNDERGROUND 

























Economist 


Up to £24,000 
Central London 


London Underground is one of the world's busiest and 
most successful urban transport networks, carrying more 
than 2.7 million customers a day. 


As an Economist. your task will be to provide an overview 
of this swiftly-changing environment. its demand patterns 
and trends and the effects of fare and service changes on 
business strategy. Working in the Strategic Planning Unit, 
your brief will include monitoring the overall business 
environment and providing long-term forecasts. 


Qualified, ideally to post-graduate level, in economics — = 
or a related discipline, you must have proven quantitative _ 
research skills, including the use of statistical computer 
packages. Some experience of economic planning in a 
business environment is desirable. l 

Starting salary will be in the range £17,700 — £24,000. 
Benefits include travel concessions on the Underground, 
Buses and British Rail. 

Please write quoting ref: UMV/199XA with a full CV and 
daytime telephone number, to Chris Hale, Management 
Recruitment, London Underground Limited. 55 Broadway, 
London SW 1H OBD. Tel: 01-227 3129/3196. z 

































- AUTOMOTIVE RESEARCHER 


Major New York brokerage firm seeks European-based 
individual with background in European automotive indus- 
try research and direct auto industry experience as 
member of global auto research team. Ability to deal 
directly with auto industry executives is required; experi- 
ence with same preferred. Work involves analysis of 
economic, vehicle market, manufacturing and financial 
trends. 


Initial salary dependent 
experience. 


interested candidates should write in confidence to: 


Jeffrey Sprague 
1285 Avenue of the Americas/9th Floor 
New York, NY 10019 
USA 


Please state current salary and enclose a curriculum vitae. 


















upon qualifications and 















3AA. 











INTERNATIONAL. LABOUR OFFICE 


United Nations specialised agency seeks for its Headquarters 
in Geneva, Switzerland 


DIRECTOR 
SOCIAL SECURITY 
DEPARTMENT 


One of the basic objectives of the International Labour Office (ILO) is to promote in 
_ its member States the establishment or the sound functioning of social security 
programmes based on income maintenance and/or health insurance legislation or 
those related to employee benefits and social welfare. 


0 this end the Social Security Department, which consists of some 20 Profession- 









omparative research, standard-setting, information dissemination and direct 








countries. 


The current Director of the Department will soon retire. His successor should have 
an advanced university degree in law, economics, social sciences, or a related 
academic discipline; considerable national and international experience in social 
security policies and programmes, in both industrialised and developing countries; 







+ 


-represented on the ILO staff. Applications from women are encouraged. 


October 1989 at the latest. 


110 





PA TO CHIEF EXECUTIVE 


VENTURE CAPITAL 
From £17,000 + Benefits 


We are international venture capitalists with offices in 
London, Geneva, Frankfurt and St Louis and are looking 
for a PA for our Chief Executive based at our London Head 
Office in Park Lane W1. Venture capital is a fast-moving 
business and involves dealing with a wide range of 
sometimes eccentric individuals who are operating at the 
cutting edge of the, economy. It is an environment in 
which flexible and confident self-starters flourish. Numer- 
acy is essential and fluency in other languages would be 
an asset. If you have first-class secretarial skills (including 
shorthand), relish a challenge and don't smoke, then write 
for an interview to David S. Huckfield at Baring Brothers 
Hambrecht & Quist Limited, 140 Park Lane, London W1Y 


NO AGENCIES 






al staff members plus support staff, carries out programmes of international . 


technical advice to member States. The Department also establishes and monitors _ 
_ the activities of ILO social security experts assigned to work in many developing . 


a proven record of published research in this field; the ability to marshal and | 
manage financial and human resources to carry out the activities of the - 

Department. Minimum language requirements are an excellent knowledge of. 
English or French and a very good working knowledge of the other language. A. 
knowledge of additional languages would be an advantage. The job involves - 
frequent travel and requires experience in dealing with senior government officials. : 


The position carries the D.2 grade in the UN grading structure. Salary and other — 


. conditions of employment are internationally competitive. Other things being equal, — 
_ preference will be given to candidates from countries which are inadequately 


|. Applications, with curriculum vitae and quoting reference DIR/SEC SOC, 
should be sent to Director of Personnel, ILO, CH1211 Geneva 22, by 31 










BUSINESS 
OPPORTUNITIES 


ARE YOU INTERESTED IN 
EXPANDING TO THE US MARKET? 


Small US manufacturer ($5.5 mil- 
lion sales in 1988) is looking for 
increased equity partner/owner. 
Products include near net shape 
forgings and precision: machining. 
Skills include: CAD/CAM/DNC, cus- 
tomers include General - Motors, 
Rockwell International, Dana Cor- 
poration and Borg Warner 
Automotive. 

Please send. confidential inquiries 
to: Frazier and Oxley, LC, PO Box 
2808, Huntingdon, WV 25727. 
2808, USA. Fax: 304 525-8384. 


Owner of a retail complex of 
2,800 square feet (260 square 
metres), finished to the highest 
specifications and situated in a 
prime site in Sliema (influential 
| residential and tourist market 
orientation), seeks to make à 
franchise, joint venture, partner- 


ship, sole trading and distribu- 
tion agreement or outright sale. 


The. retal) M plex is fuy 
equipped. with shop fittings an 
makes an ideal outlet for Fashion 
| Clothes, Shoes, Toys, Games and 
Stationery, Natural Health and 
Pharmaceutical Products, Record 
Centre and Hi-Fi Equipment, Nov- 
elties or Household Goods and 
Appliances. Full details will be 
supplied, 
Please write to: 


26 Pietro Floriani S 


Fis — Malta. 
Fax: (356) 448273... 
Telex: MW 423. 






| 





































































































































APPOINTMENTS 


University of Canterbury: 
New Zealand 
LECT URER IN POLITICAL SCIENCE 
Applications are invited for the above 
: position in the Department of Political 
Science. Preference may be given to 
candidates with. strengths in one or 
more of the following areas: political 
development (including women and 
development), international relations, 
ian and Pacific politics, research 
! salary for Lecturers is on a scale 
"N2$35,000 to NZ$42,500 (bar), 


< cand a range from NS$44,000 to 


-'NZ$46,000 per annum. 
| Further. particulars and conditions of 
appointment may be obtained from 


. Appoit (36857), Association of 
| Commonwealth ^ Universities, — 36 


UNIVERSITAT KONSTANZ 


Im "Sonderforschungsbereich 178 — Internationalisierung der Wirtsch à; 
Internationaler Dienstleistungsverkehr ist ab sofort die Stelle einer/ein 


wissenschaftlichen Mitarbeiters/in 
zu besetzen. QUEE 
Die Besoldung der befristeten Stelle richtet sich nach BAT ila. 


Aufgabengebiet: Forschung auf dem Gebiet des internationalen Har 
leistungen, insbesondere Bankdienstleistungen und internationale Trans 


Gesucht wird ein Volkswirt mit Prádikatsexamen, der an einer Zusamm 
juristischen Mitarbeitern des Teilprojekts interessiert ist. Erfahrungen at 
des internationalen Dienstleistungsverkehrs sind von Vorteil. Guti 
kenntnisse (zumindest der englischen Sprache) sind erforderlic 
Promotion zum Dr rer pol besteht im Fachbereich Wirtschaftswissens: 


Schwerbehinderte werden bei entsprechender Eignung vorrang g 


Bewerbungen mit ausführlichem Lebenslauf, Lichtbild aus neuerer Zeit 
(Kopien) werden erbeten an Professor Dr jur Werner F. Ebke, Universit an 
Lehrsthul für Bürgerliches Recht, Wirtschafts — und Steuerrecht sowie Internationa! 
Privatrecht, Postfach 55 60, 7750 Konstanz. Lo 


Square, London WC1H OPF. 
pplications close with A. W. Hayward, 


"Private Bag, Christchurch, New Zea- 
land, on 31 October 1989. 


The University of Calgary has an Employment Equity Program and 
encourages applications from all qualified candidates, including women, 
aboriginal people, visible minorities, and people with disabilities. 


THE UNIVERSITY OF CALGARY 
FACULTY OF MANAGEMENT 


FACULTY POSITIONS 


The University of Calgary Faculty of Management is seeking qualified in- 
dividuals to fill positions in Accounting, Finance, Operations Manage- 
ment, Marketing, Management of Organizations and Human Resources, 
Management Information Systems, Policy, Tourism and New Venture De- 
velopment. These positions have been created as a result of àn expan- 
sion of Management programs at the University. Candidates with a DBA 
or PhD are preferred. 

The University of Calgary is a relatively young institution, providing a 
stimulating research and teaching environment. The Faculty of Manage- 
ment offers AACSB accredited programs at the Bachelor of Commerce 
and Master of Business Administration levels. It is housed in Scurfield 
Hall, a building specifically designed to meet the needs of management 
education. 


Calgary is situated in the foothills of the Canadian Rockies. It has a popu- 
lation of over 600,000. The city is Canada's oil capital and one of the 
country's major financial centres. It offers a variety of recreational oppor- 
tunities including sports activities, theatre and concerts, museums and à 
major zoo. 


E All qualified candidates are encouraged to apply. However, in accordance 
with Canadian immigration requirements, priority will be given to Canadian 

u Se citizens and permanent residents of Canada. nd 

. Arecruiting team from the Faculty of Management will visit various locations 
in Great Britain in January 1990. If you would like to meet a representative 
during that period, please write to: 


Dr. Vern Jones, Associate Dean 
Faculty of Management 

The University of Calgary 

2500 University Drive N.W. 
Calgary, Alberta, Canada T2N 1N4 


~~ PROGRAM 
MANAGER/ 


_| ADMINISTRATION, 
| PAKISTAN 


| Save the Children is looking for a 

;| talented finance/program 
professional ^ with proven 
management experience to work 
in our Afghan Retuge Program. 


‘Director in 


software. AS 


THE 
UNIVERSITY 


Send resume to: Ann Jassil, Sr, 
list, OF CALGARY 


uman Resource Specia 
‘Save the Children, 54 Wilton 
Rd., Wesport, CT 06880. Equal 
Opportunity employer m/f. 





HOME STUDY COURSE in economics. 
A 10-lesson study that will throw tight 
on today's battling problems. Tuition 
free—smail charge for materials. Write 
Henry: George. Institute, 121 E 30th 


BACHELOR, MASTER, DOCTORATE 
EARN A DEGREE, your experience 
Set war our d "fio e RD 


The 


Oxford 
Execulive 





Street, New York, NY 10016, USA. 


GERMAN FOR 

Seminar BUSINESS EXECUTIVES 

in view of EEC ning in 1992. 

The intensive way to learn German 
27 March - 5 April 1990 in beautiful Devon Manor House, 

full board. Courses given 
"My objectives in joining the seminar were Smalidasses conem 
threefold: Firstly a change of pace and Visa ca " 
environment; secondly an opportunity to study fracombe, Devonshire. 
and discuss themes which are not given enough Telephone: 0371. 9001. Fax: 
attention amid the usual short term pressures - Ve RE 
and thirdly to gain an insight into the key issues rein 
likely to affect the business environment in the YOURSELF 
1990s. There was a high score of achievement ONE OF 
on all three counts - | came with high 40 ss Catan 
expectations and these were amply fulfilled". LANGUAGES ete E 
This seminar offers an annual opportunity for AU IN ONLY d 
senior executives from various organisations and LEARN TO SPEAK FRENCH BY 60-80 ^ 
countries to review developments throughout the TOTAL NATURAL IMMERSION HOURS M i 
world with the help of eminent academic and with French participants for 7 
business specialists in presentations and intensive days in the DORDOGNE 
discussions, and with men and women of similar Cháteau LA VALOUZE 


status, but different backgrounds, in syndicate 
and plenary sessions. 


J. L. Lefevre CIEL.BP.180 
24490 LA ROCHE CHALAIS, France 


CATALOGUE 


Suite 32 
ur 01-937 1647 


Tel: 53.91 44 28 
Current developments to be discussed will 


include: 


¢ Implications of the greening of contemporary 
politics; 


The effect on busihess opportunities with the 
Soviet Union of Gorbachev's continuing 
reform programme; 





without classes or seminars at your own pace and time. 
Send detailed résumé on work lie and academic experience for a no 
cost evaluation. 


PACIFIC WESTERN UNIVERSITY 


600 N Sepulveda Blvd, Los Angolos, California 137—USA 
Phone: 213/471-0306 olex: 182315 Fax: 212/471-8458 





1992: the challenges and the opportunities 
as the starting date for the "single market" 


approaches. 


Seminar Director: Bob Vause 
Fellow in Accounting 


Price: £4,000 « VAT - Residential 


Enquiries to: Mrs Dorothy Cooke 
Seminar Co-Ordinator 


Telephone: (0865) 735422 
Telex: 83147 attn TEMCOL 
Fax: (0865) 736374 


` Templeton College 
9 Oxford OX! SNY 


———— ———— ee — — — ee 


ae Rinse womens seen mee sane w 


iL LÁ aes ee seins a Se SS ia Sa Se mene — tense — — — sonia 


IMPOSSIBLE TO SPEAK Ž 
YOUR OWN LANGUAGE 


Total isolation from your own language is the surest way to progress in leaming a foreign 
language. 

HOME LANGUAGE LESSONS, probably the most original, innovative, exciting and 
certainly the most effective language teaching organisation ia the world guarantees this 
total isolation as you LIVE and STUDY in your teacher's home. Learn Englishin the UK, 
USA, Malta and Australia; French in France; German in Germany) Spanish in Spain and 
Argentina; Italian in ltaly; Portuguese in: Portugal; Chinese in Talwam AND from January 
1990 Russian in your teacher's home in Moscow and Leningrad. Write for details: 


HOME LANGUAGE LESSONS, Department, Fc, Reservations Office: 12-18 Royal 
Crescent, Ramsgate, Kent CT11 9PE, England. Tel: 0843 589853. Telex: 940 16388 
Home G. Fax: 0843 590300 or contact our regional offices: 
New York Tel: 662 1990 Rio Tel: 2245588 ——— Buenos Aires Tel: 3112816 

Paris Tel: 48049997- Osaka ue 3445721 Frankfurt Tel: 293733 
Si 005. Ml rel: 25 : 
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... ECONOMICS AT BIRKBECK 


A continuing training for the busy economist 
. Executive programmes 1989-90 


: Macroeconometric models: use, evaluation and construction 
9 Monday evenings 16 October 1989 
. Demographic change in Britain: implications for economics 
E and business 
~ 3 Tuesday evenings beginning 7 November 1989 
European Monetary Union: the issues and the prospects 
3 Wednesday evenings 1 November 1989 
PR "Portfolio Management 
3 Tuesday evenings beginning 23 January 1990 
Introduction to applied econometrics 
/..,9 Wednesday evenings 24 January 1990 
: Mortgage finance at home and abroad: recent developments 
de PED and future prospects 
3 Wedn evenings beginning 24 January 1990 
a Monetary policy in the 1990s 
4 Thursday evenings beginning 25 January 1990 
Options markets and options pricing: theory; evidence and 
business applications 
3 Tuesday evenings beginning 13 February 1990 
Dealing with the international debt crisis 
One day—Wednesday 2 May 1990 
o uc Choosing a software package for data analysis 
o $ Wednesday evenings 2 May 1990 
For further details telephone 01-631 6495, or write to 
Manager, Executive P es, Economics 
Department, Birkbeck College, 7-15 Gresse Street, 
London WIP 1PA. 


SEMINARS 


Marketing Through 


Distributor Channels 


ONE DAY SEMINAR STRATEGY CLINIC FROM THE 
WORLD’S LEADING DISTRIBUTION CONSULTANTS 


London: 11 October — 7 November 
Brussels: 9 November 
-a Frank Lynn is dedicated to help firms manage 
change and grow their markets. These one day 
clinics will provide direction on the design, 
. refinement and management of all aspects of 
channel marketing programmes. 
-Itaims to benefit marketing professionals and 
.. Corporate planners in a variety.of firms, but 
particularly those needing to implement 
multinational marketing strategies. In order for 
.. participants to gain the maximum help from the 
day, numbers are limited to 15 on each. 
i Cost: £345.00 
‘| e Frank Lynn & Associates Limited, 2 Queen Anne's Gate Buildings 
v; London SW! 9BP. Telephone (0)1-222 9055. Fax (0)1-222 1436 
Name... 














Company. 
Address. 











rank Lynn & Associates Limited 


EPTEMBER 16 1989 . . 


| 


Address 





MANAGING INTHE — 
MULTI-BUSINESS COMP 


A one-week specialist programme for those facing tough 
issues in the management of multiple businesses. 


@ Focuses on the particular management problems 
created by diversity. i 

@ Uniquely designed around issues that participants are. © 
facing in their own companies. 

@ Led by two experts in this field, authors of the HT 
successful book "Strategies and Styles" and involved in 
current research on mission and synergy. ; 

DATES: 22-26 January 1990 FEE: 2,300 + VAT fully incl. 
VENUE: Ashridge Management College 


For full details, please ‘phone for a brochure to: 
Juliet Venter, Administrator OR Joy Square, Registrar. 
Ashridge Strategic Ashridge Management College | 
Management Centre Berkhamsted ; 
17 Portland Place Hertfordshire ; 
London HP4 INS E 
WIN 3AF Telephone: (044 284) 349! 
Telephone: 01 323 4422 or 2311 DUE 


SE 


STRATEGIC MANAGEMENT CENTRE 


The Complete 
Negotiator y 


Strategies, Tactics 
and Behaviours for . 
Achieving Agreement 


A series of intensive 4-day interactive s 
development programmes to be held 


. 1989 October 9-13 UK, The Spread Eagle Hotel, - 
^ Midhurst; West Sussex; November 20-24 Belgiunt, 
Chateau de Limelette, near Brussels... 
1990 January 29-Februaty 2 UK, Spread Eagle 
Midhurst, West Sussex. SORES 





Fee: Europe $1,850: UK $1,800 + VAT . Leaders: Andrew Gottschalk, Mike Hartley-Brewer. 


Please send me details of The Complete Negotiator. UR 
To: Pauline Tracey, Programmes Administrator, Curzon Learning, Curzon House, Sa 
20-24 Lonsdale Road, London NW6 SRD, England. Telephone (U)1-328 0161 Fax (04-634 2278 


Name s sos luo. Pasión. 





Company 











SINESS & PERSONAL 


- NAURU BANK FOR SALE 


Central Pacific. No experience re- 
‘quired. Bearer shares. No taxes. Full 
powers. US$7,500. Nauru Internation- 
al Services, 16929 E. Enterprise 
‘Drive, Ste 201, Fountain Hills, AZ 
85268 USA. Fax: (602) 837-2643. Tel: 
(602) 837-7988. 


S IMMIGRATION 


Obtain US imm verte through pur- 
chase of secured and well-rewarding 
al estate. or opening of American 
anch companies, etc. ALL MATTERS 
ANDLED BY A LICENSED US ATTOR- 
NEY/PhD ECONOMIST. 


Visiting Hong Kong (Hilton Hotel) Sept 
27081 . ) 


ontact Edward P. Gallagher, Attor- 
fey: -at-Law, PO Box 70302, Washing- 

DC 20088 USA. Tel: (301) 29 
7269. Fax: (301) 983-3439. 


FLORIDA 
REAL ESTATE 


We locale and evaluate residential and 
investment properties for our foreign 
clients. 


SWISS CONSULTANT GROUP (USA) INC. 
Fax: +813 254 00 


KNIGHTSBRIDGE 
GREEN HOTEL 


A small family owned hotel in Knights- 
bridge which has been totally remodelled 
and refurnished to a high standard. 


Suites a4 Doubles £80 Singles £65 incl 
VAT & SC 
"A comfortable. spotlessly kept littie hotel 


in the heart of Knightsbridge --Egon 
Ronay. 


For reservations telephone 01-584 
6274, or write to 159 Knightsbridge, 
London SW1X 7PD, fax 01-225 1635. 


IMMIGRATION—CANADA 


"One of Canada's la 


investment houses offers bank or first mortgage 


_ guaranteed investments in the Investor-Immigrant Program. 
We are "enderki in the field of Investor-Immigration in Canada. Confidentiality is 


ass 


C/O Mr Louis Leblonc Me h Moran C Monireck Conada 
or 
telephone 514/879-5576 


Canada H3B 459. 
Fox 514/879-1015 


US ENVIRONMENTAL LAWS 


HOTEL ents or. individuals wishing to be 
IE YOUR BUSINESS, PRODUCT OR MARKETING EFFORT WOULD BENEFIT established in the UK. Further de- 
FROM A THOROUGH UNDERSTANDING US ENVIRONMENTAL LAWS AND 2 CHESHAM STREET tails from: 
RACTICES, | CAN HELP. BELGRAVIA 
UCENEEDATTORNE C EMANAS S ON MEI LAW LONDON SW1X 8DT 
TIMOTHY A. GABLEHOUSE, uuu, |e Walden Court 
1515 ARAPAHOE STREET, TOWER i SUITE 1100 Tel: 01-235 1544 f $5 les Cavendish Sut 
DENVER, CO 80202. TEL: (303) 820-4359. FAX: (303) 820-4459 Telex: 926679 DIPLM TG | tande takin 


Present th 


Corporate entertaining with style 


FEDES 
Uue 


weclusire usher 








Hedge 


Sarah Hodge Recruitment Consultants | 


Need a Top Secretary? 
Call (01)434-0030 


215-217 Oxford St London WIR 1AH, 





WILLETT HOTEL 


32 Sloane Gardens 
London SW1W 8DJ 
Tel: 01-824 8415 
Fax: 01-824 8415 
Telex: 826676 
Small character town house off Sloane 
Square. All modern facilities. Full English 
breakfast inclusive of very modest rates. 


A LINBAR EXCLUSIVE HOTEL 


LONDON 
South Kensington 


Luxuty fully furnished one and two bed 





flats in quiet cul-de-sac aff Queens Gate. 
Resident manager, direct dial telephones, 
video security and colour TV. Weekly 
rates from £266 to £560 plus VAT. 


FULL DETAILS: TEL 01-225 0184. FAX 
01-225 0280. TELEX 893095. 





DIPLOMAT 


Fax: 235 1544 


in exclusive Belgravia within walking 
distance of Harrods. Provides unsur- 
passed opportunity for super accom- 
modation and full English breakfast at 
exceptional value. 


Single bedroom from £49.95 -- VAT 
Double/Twin from £74.95 + VAT 
A LINBAR EXCLUSIVE HOTEL 


OFFSHORE 
COMPANIES 


BRITISH VIRGIN 
ISLANDS 


COLIN FOSTER ' 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. 
COMPANIES HOUSE 
TOWER STREET 
RAMSEY 


ISLE OF MAN 


2ND PASSPOAT/OR LICENCES. Any 
country, various reports on how to 
obtain them. INT, 26 Kleomenous, Ath- 
ens 10675, Greece. 





WANTED. Fine wine and port syndi- 
cate members. Tax free (UK). Huge 
profit potential, Call 0747 54315 (UK) 
or Fax 0747 53810 (UK) and ask for Mr 
Russell. 


START an imporvExport Agency. No 
capital or risk. immediate access to 
profits in world trade. FREE booklet. 
Westlink (C8) 55 Constitution Street, 
Edinburgh EH6 7AY, Scotland. 








SHIRTS FOR THE CONNOISSEUR. 
Made to measure and hand cut from 
fine fabrics. Details and free sample 
materials from Seymours Shirts, Free- 
post, Dept 29, Bradford BD1 1BR. 


'OVERSEAS POSITIONS. Hundreds @ 
top-paying positions. All occupation 
Free details. Overseas Employment " 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
307. 


UK IMMIGRATION 


rures consultancy, with quali- 
ofessional staff, provides 
ia e service for.corporate cli- 






































Telex: 98546102 Fax: 496 4311 



















HOW TO LEGALLY OBTAIN A 
SECOND FOREIGN PASSPORT 


A SECOND PASSPORT OFFERS MORE FREE- 
DOM GREATER SECURITY AND INVEST- 
Em ENT NT OPPORTUNITIES AND CAN HELP TO 










The exclusive PASSPORT REPORT is the 
most up-to-date quide on obtaining second 
passports from legal sources easily, quickly 
ich peng: (Dot fos), Mo Money: back 
guarantee if not completely pleased. 

£60 (US$100) + delivery. Airmail £10 
{US$17) extra or surface free. Or details 
from: Scope Books Ltd, Box No 118, 62 
ae Road, Homdean, Hants POB 9JL, UK. 


lit card orders by phone or fax ac- 
cepted Tet: (0705) 592255. Fax: (0705) 
1975. Outside UK diai (international 
Code +44 705), 





LONDON, EEC, USA 
& HONG KONG 
REPRESENTATION 
UK & OFFSHORE COMPANIES 
FORMATION & 


ADMINISTRATION 


Contact: McHattons 
(Chartered Secretaries), 
48 Grafton Way, 










VICTORIA u 
PALACE 
THEATRE MAJ 


US THEATRE 


London W1P 5LB. 
Telephone: zu 11 387 2838. 


358 4932. 
Telex: x 29720 2 


TEL: 1,800 259444 OLL FREE IF 
USA}. 


TEL: papaki FR 
0624 81 Goes TELEX 620408 P 
FAX 06 0624815548 


* ROY! 











ECONOMIC AND FINANCIAL INDICATORS _ 








OUTPUT, DEMAND AND JOBS Consumers were keeping a tighter grip on their wallets this 
summer. West German retail sales fell in July for the third month running, to give a 0.2% decline 
over a year earlier. Britain's retail sales rose by only 0.9% in the 12 months to August, compared 
with growth of 6.0% a year ago. Australia's unemployment rate fell to 5.9% in August—the lowest 
- since. 1981. In the same month the jobless rate fell to 7.4% in Canada and to 17.3% in Spain—still 

by far the highest rate of the countries in the table. 















































% change at annual rate 
industria! production GNP/GDP retail sales [volume] unemployment % rate 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year latest year ago 
Australia + 42 +03 m +25 +39 c 202 +435 @ 58 A» — 74 
Belgium. +55 +51 ap na na * 37 +08 wi 108 a — 114 — 
Canada +24 +07 m +06 +25% 421 + 16 un 74 wp 79 — 
+82 +45 m +48 +320 -44 +14 de 96 w — 104 
- 20 +84 w +20 +49a@ -32  - 02 m 78 a 88 
463 19 wm +78 +29% 4 48  -— 02 re: $3 wn’? 67 
— 50 +31 wy +30 +34 o +78  -— 741 Det 165 w' — 164 
+10 +61 w +91 4450 +23.9 + 33 May 22. 25. 
4 55 + 41 Ww na na —92 + 97 my 173 ag — 195 
—90 415 wm +70 +29 0 4102 +25 wy 15 a — 18 
-217 18 o +22 + 29 0 ~25.1 ^ — 04 sunt 05 u* — 07 
-— 32  —19 »  -14 +160 -35 +09 is $3 d 79 — 
+17 +27 w +27 *910o +35 +38 m 52 m 56 





$Value index deflated by CPI.** New series 


SANNO aaee 
PRICES AND WAGES West German wages increased by 3.7% in the year to July—a real pay rise 
of 0.8%. New figures for Spain show that wages went up by 6.4% in the 12 months to March, giving 
workers a real increase of only 0.3%. Britain's 12-month rate of wholesale-price inflation stayed at 
4.8% in August. In the same month the 12-month rate of consumer-price inflation remained at 
3.0% in Switzerland and at 1.1% in Holland. 

% change at annual rate 









































consumer prices* wholesale prices* wages/earningst 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year 

Australia +10.3 + 7.6 May +10.0 OL May + 63 + 7.6 May? 
` Belgium. + 37 + 3.0 sw +10.3 + 80 My nil + 54 ar 

Canada + Bi + 54 m + 04 + 4.9 ut + 23 +47 im 

France +45 +35 s + 89 +85 07 + 52 +. 39 ap" 

W. Germany +17 + 29 ag +14 + 29 su + 87 +37 M o 
“Holland +15 O1 Aug + 49 + 4.2 in #4300 +14 
-AMaly + 47 + 6.7 ww + 60 + 68 wn + 8.2 + 5.9 sont 

+74 * 30 uu 4 98 + 3.1 we +54 + 3.0 sun 
+ 58 + 7.4 m + 29 + 4.2 d + 65 + 64 ma 

Sweden + 58 +61 ww + 44 + 84 uw + 82 TOO 
Switzerland +15 + 3.0 Aug +32 +42 ww +15.7 + 3.6 %* 

+ 9.2 + 82 sui + 42 + 4.8 rug +73 * 90 — 
+ 59 + 50 su + 44 + 50 wi + 3.0 + 3.5 Aug 





Hourly wage rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
earnings; UK, monthly earnings for all employees. 


EXPORTING The chart shows how coun- 
tries' manufacturing exports have performed 
relative to the growth in their export markets 
(measured by a weighted average of the 
import. growth in. each exporting country’s 
markets). A positive figure implies a gain in 
“market share, a negative one a loss, Since 
-1985' America's export volume has, on 
-;| average, risen 8.296 a year faster than the 
-]: growth in its markets, as manufacturers’ 
' competitiveness was boosted by the fall in 
|; the dollar. The only other country in the chart 
cto gain’ export share is Australia. New 
- Zealand's exports, by contrast, have fallen 
by an average of 9.6% a year relative to its 
markets. Industrial countries as a whole 
-have lost export-market share to the Asian 
.NKCs, whose exports have outpaced their 
markets by 6.496 a year. 








- Relative xport performance - Manufacturing eon, 



























80 cents a Ib this week, ; 
hopes faded that America would try to revi 
the coffee pact. Colombia had appealet 
the United States for help to restore expo 
quotas to bolster prices; and the mark 
expected America to respond in return for 
Colombia's fight against the drug baron 
Coffee accounts for 30% of Colombia 
official exports and it stands to lose $400m 
year from the 35% slump in prices since 
end of June. America claims that the existing 
quota system has created an artificial shor 

age of mild Arabica coffee, favoured 
Americans. It has also encouraged the 
of surplus coffee to non-members at 

discounts. 1 





























































































1985-100 
Sep5 Sep 12¢ 
Dollar index 
Ali items _ 19323 — 1314 16 
Food — — 990 . 1001  — 14 
Industrials 
All 165.4 162.5 = 17 
Nfa tt 136.2 1372 + 06 
Metals 186.1 1804 — — 29 
Sterling index 
All items 1103 108.9 nil 
Food _ 825 82.9 + 02 
Industrials 
All 1379 1346  — 
Nfa ff 113.5 113.7 + 
_Metais ^ 1551 ^ 1494  — 
SDR index 
All items 108.9 107.9 
Food 815 &— 822 
Industrials E 
All 136.1 133.4 ~ 0.4. 
Nfa $t 11220 — 1126 + 1.9 
Metals — — 1531 — 1481. — 18.- 
Gold EL 
$ per og . 85825 35875 -— 21 = 
Crude oil North Sea Brent ž 
$ per barrel 1750 1790 +44 





$ Provisional ++ Non-food agricultural 






























€ STOCKMARKETS All the world’s main | WORLD BOURSES Wall Street drifted 1.4% lower on the week as investors prepared for a “triple 
Stockmarkets have grown faster (in terms of | witching hour" on September 15th, when stock-index futures and options expire simultaneously. 
-market capitalisation) than their respective | London followed Wall Street down, falling 1.2%. Tokyo ended the week little changed. 
economies over the past decade. Share | Stock price indices % Change on 

‘prices have risen faster than. inflation and Sep 12 MERE. NEN one one record 31/12/88 












































































































































































more companies have been listed. Hong- high — Ww wek y» MA uM a 
kong, with the biggest stockmarket capital- | aaraa avai aera 245 O 4178 — 4 
isation relative to Gop at the end of 1988, has Belgium ^ 66121 66238 55193 1 05 ^ 320 ^ — 02 1188 1 670 
Since lost its lead, thanks to events in China. | Canada ^ 35276  ' 4019.7 33505 — 18 4 208  - 45 11598 1163 
Tokyo has the world's largest stockmarket: | Frane ^ 5993 5409 4179 3 08 3 833 — — 03 +298 4125 
ts capitalisation was $3.8 trillion at the end | W.Germany ^ 20232 ^ 20521 15957 -07 4 331 -112 4225 0 93 - 
of last year, compared to $2.5 trillion for | Holland —  — 2092 ^ 2105 ^ 1667 +16 ^ 4 336  — 06 3262 4128 
Wall Street. Japan's market capitalisation | Hongkong —— 26102 — 33096 20036 — + 15 ^— « 55 739 ^ —28 ^  — 29 
was 132% of its GDP, compared with 51% in b cnn WP Wr ars — BÓ. A E Sse a UM 
E uias " , ; japan y ; . - 0. i ~ 2. . - 3. 
America. ltaly's and Norway's market capi- Singapore 14134 14197 109007 +18 +330  -—61 4361 4333 
alisation has grown slightly faster than | SouthAfrica — 27480 — 28380 1960010 —— — 13 +649 — — 32 +406 4355f 
apan's over the past ten years, but their | goin — 927.7 32082 2686 +07 «1891  -— 02 194 1492 
stockmarkets remain relatively small. Italy's | Sweden 4425.1 46603 38339 -19 «4 461  -— &0 4285 ^ 34178 
is only 16% of its oP, Norway's 18%. Switzerland —— 8157 8281 ^ 6131 — -— 12 — * 484 ae 4951 4183. 
— UK 2397.6 24200 17828 —— — 12 4 365 -19 mr ia 
USA — 27073 27521 21446  - 14 +300  - 16 «248 i248 
{Converted at financial rate 
MONEY AND INTEREST RATES In Canada the 12-month growth of narrow money, M1, increased to 
3.5% in August; growth of broad money, m3, slackened to 10.196. Yields on long-term government 
bonds fell to 8.1% in America and rose to 5.3% in Japan. 
Money supplyt Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields . Ewrocurrency 
Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 
[M1] lending 3months long-term 3 months 
Australia +78 +208 m 1800 1802 2025'* 1780 1910 1410 1788 1409 
Belgium +17 +39 « 800 855 1075 830 850 849 8.56 8.55 
Canada +35 +101 a 1263 1269 1350 1238 946 1026 1200 1153. 
Frane + 55 +77 » 9.00 919 1000 925 847 — 900 919 894 
W.Germany 45 — 4 51  — 690 720 B80 655 705 705 713 705 
Holland ^ + 39 133 wm 7.34 750 | 975 750 720 — 732 744 109 
italy — 4166 +104 » 1268 1288 1400 na 1167 1164 1213 1112. 
Japan ^ — 08 +90 « 516 487 488 204 533 538 569 54i 
Span — 1153 143 ws 1536 1529 1625 775 1283 1378 1418 na 
Sweden na + 62 « 1170 1175 1250 1169 1123 1183 1144 1122 
Switzerland — 83 +60 wy 750 7.63 850 650 536 583 725 578 
UK + 52H -167tb« 1906 1394 1600 1397 974 1020 1395 1080 
USA —  -— 07 + 42 ws 888 868 1050 874 807 9807 888  B94. 
Other key rates in London 3-mth Treasury Bills 13.5%, 7-day interbank 14.0%, clearing banks’ 7-day notice 4.0%, Eurodotlar 
rates (Libor): 3 mths 8.8%, 6 mths 8.8%. i ; 











FM1 except UK MO; M3 except Belgium, Holland, Haly and Sweden M2, Japan MZ plus CDs, UK Ma, Definitions of intoresl tates quoted available on iequest 
Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnais Bank Nederland, Svenska Handelsbanken, 
ANZ Bank, CSFB, The WEFA Group. These rates are indicative only and cannot be constrüed as offers by't banks. $tNew series. 


TRADE, EXCHANGE RATES AND RESERVES America's 12-month current-account deficit narrowed slightly in the second quarter, to $122.4 billion; 
| _ its foreign reserves increased by almost $20 billion in the year to July as it tried to hold the dollar down. West Germany's visible-trade surplus fell | 
sharply to $6.3 billion in July, from a record $10.8 billion in June. Its 12-month trade surplus edged down to $74.7 billion and its current-account 
Surplus was little changed at $53.4 billion. In trade-weighted terms the dollar, yen and D-mark hardly budged. 

trade pancsi current- trade-weightedt+ currency units per $ currency units foreign Mer 


account exchange rate 
latest latest 12 balance $bn 


month months latest 12 mths latest year ago latest year ago per£ perSDR per ecu 








































































































































— 020 4 na na . 191 312b 202 161 138 
F 0.29 mar 1056 106.4 415 388 ^ 642 514 444 101 
+ OAT om 13048 990 119 123 O Ia 146 124 
. Frane SEKI = 994 999 669 629 (304 — 828. 700 
W.Germany + 6.30 m 1121 — 1138 — 199  — 185 — 308 245 208 
+ 023 ww 1008 — 1109 — 224 209 347 27 244 
— 074 m 995 964 1424 —— 1380 2208 1761 —— 1489. 
* 405 m 4 (1965 1456 147 — — 133 O 28 182 154 
81» 1032 976 (0134 a 192 153 297 77 
de (967 95.2 668 6 č 103 827 699 
1066 — 1105 172 15 286 212 17 
UK “31.0 948 0.65 0.59 __ — on 065 383 — 2M 
"USA ^ ^ — B17 » H A n 05 








dAustrala, France, Canada, Japan, UK and USA imports fob, exports lab, All others ciL/fob. 14 Bank of England index 1885 — 100 New series, 11 Exckading gold: ; 
Registered as a Newspaper. Produced by The Economist Newspaper Ltd., London, England, and printed in Singapore by Times Printers Pte. Ltd, 
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standar 


Today Hewlett-Packard is 

the driving force behind the 
specification of internationally 
accepted computer industry 
standards. 


Our HP-UX operating system 
not only adheres to accepted 
standards. It in fact betters 
them-enhancing performance, 


productivity and data integrity. 










In 


equal. 


Our commitment to industry 
standards means providing 
you the broadest range of 
scalable computer systems 
and network solutions that 
easily integrate into existing 
multi-vendor environments. 
Protecting your current 
investment. 


Add to this HP's 50 year 


make all 
computer systems 






reputation for reliability and 
after sales support and you'll 
have to agree that we are 
unequalled. 


U HEWLETT 


PACKARD 
A Better Way 


For more information please call the HP sales offices: HONG KONG Tel: 5-8487070 MALAYSIA Tel: (03/2986-555 SINGAPORE Tel: 2737388 
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Companies which do business throughout the world 
are confronted frequently with unfamiliar markets, regulations 
and laws. 


Consequently, certain transactions do not always 
proceed as smoothly as the company might wish. Which is 
why the ABN has a network of almost 1,000 offices spread 
over 44 countries. These operations are run by managers 
who know the local markets like the back of their hand. 





And who have important contacts both in the business e 
munity and in government circles. 

Moreover, these managers have ready access to # 
other's specific know-how whenever necessary. And 
also share this know-how on a regular basis. As a re 
the ABN can repeatedly seek out new ways to arrive aa 
teresting financial solutions for its clients. 

Thanks to its network, the ABN can therefore 


ARGENTINA, ARUBA, AUSTRALIA AUSTRIA, BAHRAIN, BELGIUM, BRAZIL CANADA CHINA, DENMARK, ECUADOR, FRANCE, GERMANY, GREAT BRITAIN, GREECE, HONG KONG, INDIA, INDONESIA, IRELAND, ITALY, JAPAN, KENYA KOREA, LEBANON, LIECHT 





tt E 


SE ITS NETWORK. 
HAVE ONE. 


wn with the world’s major banks when it comes to This then is the firm foundation on which the ABN 

vanced products and services. Throughout the world renow- builds solid relationships with large numbers of inter- 
multinationals and large local companies operating national enterprises. Because a bank that knows the world, 

nationally, avail themselves of ABN know-how. automatically becomes known throughout the world. 


For day-to-day banking services, of course, but ABN B k 


iicularly also for specific projects, which may run from 
iects. And from complex swaps to off-shore loans. AWORLD OF UNDERSTAN DING. 


raged-lease aircraft financing to co-generation energy 
SWEDEN, SWITZERLAND, TAIWAN, TURKEY, UNITED ARAB EMIRATES, USA, URUGUAY 








WROURG, MALAYSIA, MOROCCO, NETHERLANDS, NETHERLANDS ANTILLES, PAKISTAN, PANAMA, PARAGUAY, SAUDI ARABIA, SINGAPORE, SPAIN, SRI LANKA, SURINAM, 











The one glowing sphere devoted exclusively to anticipating your needs all over the world. 


THE 
PENINSULA 
£ GROUP 
The Peninsula, Hong Kong * The Kowloon Hotel, Hong Kong * The Manila Peninsula 


The Garden Hotel, Guangzhou * The Portman Shanghai (Opening early 1990) * The Peninsula, New York f b 2 
The Belvedere, Beverly Hills (Opening 1990) * The Portman, San Francisco (A Peninsula Group Hotel Affiliate) MS 
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Las All The Best Airlines We Check Our Passengers On Board 





For further information call Australia: UPS Rohlig Express * Tel 663-0774 Brunei layapuri (B) Sdn Bhd * Tel (673-2) 42401/43689 China, People's Republic off 
UPS-Sinotrans * Tel (86-1) 482-278/(86-21) 213-862 Hong Kong: LIPS Parcel Delivery Service LTD * Tel (852) 3-7353535 Indonesia: UPS/PT Global * Tel (62-21 
380-3267 Japan: LIPS- Yamato Express Service Co , Ltd * Tel. Ichikawa (0473) 27 6121 Korea: LIPS Korea Airfreight LTD + Tel (82-2) 693-4419 Macau: United Parce 











[s By One 


les just one step in the electronic tracking of your international 


express shipment, when you send it UPS 
Recognizing that your delivery is as vital to our business as it is to yours 
A point of view which happens to have made us the worlds largest package delivery company 
And, often, the most economical 
The UPS international network now offers express delivery of parcels and 
documents to over 175 countries and territories worldwide 
But we never forget how we will maintain your trust. One delivery at a time 
By our people taking personal responsibility 


On the ground [n the air Every step of the way 


== l 


Unıted Parcel Service 


As sure as taking it there yourself 








service * Tel 3-345402 Malaysia: United Parcel Service (M) SDN BHD * Tel 160-3) 255-2566 New Zealand: UPS/Fli-Way Transport» Tel (64-9) 27 
New Guinea: RLC Air Cargo* Tel 167-5) 25-1511 Philippines: Delbros Inc * Tel (632) 8321565-69 Singapore: United Parcel Service Si 





142-5151 Taiwan: UPS International Inc /Tatwan Branch* Tel (88-62) 597-5998 Thailand: UPS Parcel Delivery Service LTD * Tel 662 511-4881 


® Trademark and service mark of United Parcel Service of America. Inc of USA 
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How Do You See Hyundai? 


You probably picture Hyundai as a maker of affordable. high- 
quality cars. 
That picture's not wrong. Just incomplete. 


Those who work with advanced computers, ships and nuclear 
power plants have a better idea of our scope. 


In fact, you'll find the Hyundai name behind sophisticated 
engineering projects, petrochemicals, robotics, and satellite 
communication systems, among other exciting and diverse 
industries. 


Which is why, in Korea, Hyundai has become a symbol of our 
nation's economic progress. 


So by all means, remember our cars. But don't forget the big 


AHYUNDAI 


K.P O. Box 92 Seoul. Korea 
TLX: K23111/5 FAX: (02) 743-8963 
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Blinding economics - 
How bad economic policy makes 
short-termists of us all, page 13. 
Exchange-rate policy, a case in 

point, page 85. Lots to gripe —— 
about at the IMF/World Bank 
meetings in Washington, page — 
101. But praise the IFC, page 102. 
























Missile epidemic 
As nuclear fears decline, 
something new to worry about, - 















Stop protecting Europe's 
carmakers from the Japanese, 
page 19. Europe's car market 
after 1992, page 83. 


Megalomedia 
A case for restricting ownership, 
page 14. Qintex wins MGM, 






Lightening the burden — 
What the poor countries need — 
most is less government. A 
survey after page 72. 





Soviet disunion 
Gorbachev's purge, page 65. The | 
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| obstreperous republics, page 66. 
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Legalising drugs 


Sir—It is facile to suggest (Sep- 
tember 2nd) that heroin and co- 
aine differ from cigarettes and 
alcohol principally by their ille- 
Bality. The evidence suggests 
that most people would become 
dependent on heroin and co- 
ine if they regularly consumed 
them, and would suffer pro- 
nd personal and social dis- 
ruption as a result. 
Availability is one of the pri- 
mary influences on drug use. 
Once a person has become de- 
ndent on heroin, consump- 
ion is only marginally influ- 
ced by price. How then would 
ightly regulated and high-cost 
upply alter consumption? And 
hat. would prevent illicit sup- 
es undercutting these? 
How would impoverished 
g-users pay for their drug 
? With increased availability, 
ise in the number of drug- 
bendent individuals could be 
ently predicted, with a 
equent rise in petty crime. 
stinction should be made 
een. decriminalisation and 
ition. In Britain in this de- 
ade there has been some degree 
decriminalisation with on-the- 
t fines for cannabis posses- 
ion by customs at Heathrow air- 
The number of people 
tioned rather than commit- 
to trial has gone up from 2% 
en years ago to 25% now. This 
cess should be expanded, to 
act more drug-users to advice 
id treatment agencies. 
ondon MICHAEL FARRELL 
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Sir—You highlight the failure of 
prohibition as if a total cure were 
necessary to validate society’s 
unwillingness to accept specific 
dangers to it. This philosophy 
should make murder and rape le- 
gal since these two crimes also 
appear persistent notwithstand- 
ing their prohibition. 

Alcohol prohibition failed be- 
cause it was only attacked from 
one end—the seller. Users are 
also guilty of breaking the law, 
and fines for first offenders and 
internment for repeat offenders 
should become a vital part of any 
anti-drug “war”. You also forget 
the children. If drugs were made 
legal, I presume there would still 
be a prohibition for minors. 
This would lead to stepped-up 
activity by pushers to capture 
the young. 
New York 


Rosert FicLiozzi 


Sir—In substance, you are sup- 
gesting a regulated availability of 
narcotic and psychotropic drugs 
for those who desire a thrill on 
the assumption that this will 
decriminalise the drug trade. 
What would really happen is 
that it would lead to a new cul- 
ture of corrupt administration. 
We have seen in developing 
countries how liquor barons 
control governments and how 
profits from the liquor trade are 
used for developing political lob- 
bies and corrupting the police 
and excise departments. Profits 
being what they are, it would be 
worse with trade in drugs. 
New Delhi B.V. KUMAR 
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Sin—Making cocaine legal 
might take the profit out of drug 
smuggling, but it would have a 
catastrophic effect on the prac- 
tice of medicine and control of 
prescription drugs. Why should 
a patient pay for a doctor’s visit 
to get a prescription for pain re- 
lief with morphine or codeine 
when he could buy heroin at the 
local "regulated store"? 

Having potent drugs freely 
available for sale would under- 
mine the entire structure of con- 
trolled access to medicinal drugs. 
New York  MaxweLL GORDON 





Six —You want to legalise, con- 
trol and strongly discourage the 
use of (illicit) drugs. How strange 
it is, then, for The Economist 
strongly to encourage the use 
and spread of such a harmful 
drug as tobacco through whole- 
page cigarette advertisements. 





Montpellier, 

France Eskit SVANE 
a 

Accounting for greenery 


Sin— Your. article on adjusting 
national income accounts to 
value natural resources (August 
26th), along with the World Re- 
sources Institute study you 
quoted, missed an important 
point. Gross national product 
(GNP) as commonly defined does 
not incorporate depreciation of 
any asset, be it physical capital 
(machines, highways) or a natu- 
tal resource. However, we have 
another measure, net national 
product (NNP), which is equal to 
GNP less depreciation of physical 
assets. The wri’s proposal 
amounts to adjusting NNP to in- 
clude the depreciation of natural 
resources. 

Does this mean that onp 
should never be adjusted? On 
the contrary, there ís a case for 
adjusting a country's GNP when 
the depletion of the natural re- 
Source is not optimal—ie, the 
country is using up its coal or its 
forests "too fast". In this in- 
stance, GNP should be adjusted 
by the amount by which future 
GNP is lowered as a result of the 
profligate policy of the present. 
Of course, this argument applies 
to other cases of non-optimal be- 
haviour and is consistent with 
the amendments to national ac- 
counts for other environmental 
damages you advocate. 

By subtracting the entire value 
of the depleted resource from 
GNP the WRI approach overstates 











the amount by which ON, as op- 
posed to NNP; should be altered. 
| calculations based 
on-empirical work by two of our 
students for soil erosion in Mali 
and Thailand reveal that the 
"correct" adjustments to GNP are 
about 0.3-196 of GNr; significant, 
but much lower than the wri fig- 
ures for Indonesia. 



































































Cambridge, S. DEVARAJAN 

Massachusetts R.J. Weiner 
m 

Madagascar’s debt 


Si&—You underestimate Mada- 
gascar’s external debt by a factor 
of 1,000 (August 19th)..Mada- 
gascar owes $3.5 billion, a sum 
well in excess of the nation’s an- 
nual output of around $2.2 
billion. 

I was even less enamoured ^ 
your neologism for those loca 
"the Malagasies". Surely Mala- 
gasy as a collective noun is ade- 
quate, just as "the British" is. 
You would not write about "the 
Frenches" and would presum- 
ably reserve “the Frenchies” for 





special service. = 
London ADRIAN Hewrrr 
Not by Solidarity alone 


Si—I must admit my first reac- 
tion to your cover (August 26th) 
was not sympathy for the hungry 
Pole but.a wish that I could get 
some of that good bread. 

If only we could set up a lend- 
lease programme to purchase it. 
Surely the United States has the 
most tasteless bread of any coun- 


try in the world: 
Ormond Beach | | ^ ...4 
Florida S. Fisch 
















Special Report No, 2003 


Venezuela to 1993 
A CHANGE IN DIRECTION? 


Spurred by the bitter experience of 
February's. riots, Venezuela's 
leadership seems.determined to dig 
the economy. out.of its crisis and set 
it on an altogether different course. 
This Report shows what is implied by 
government moves to open the 
economy up to-foreign competition 
and investment. It forecasts growth, 
inflation and external debt duríng a 
new phase of diversification. 

Price including postage: UK & Europe £125 
North America US$260; Rest of World £128, 
The Economist Intelligence Unit 
so oa lora 
London WIA 1DW, UK 

Te 014936711. 
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The MIT Program for Senior 
Executives 


A nine-week general management 
program for senior managers, providing 
an interdisciplinary study of management 
and its economic, social and technologi- 
cal environment. The Program addresses 
major current concerns of senior manage- 
ment, including global competition, human 
resource management, and information 
systems technology. 


Offered twice yearly, from March to May, 
and from September to November. Class 
size limited to 50 participants 


Executive 


Education Programs 


The Alfred P. Sloan Fellows 
Program 


A twelve-month program leading to the 
degree of Master of Science in Manage- 
ment, designed to broaden and develop 
outstanding mid-career executives with 
approximately ten to twelve years' 
experience for more general and senior 
management responsibilities. 


Applicants are nominated and sponsored 
by private and public sector organizations, 


selected by MIT, and appointed Alfred P 
Sloan Fellows 


The Management of Technology and 
Manufacturing Program 


A twelve-month program 
the degree of Master of S 2 
in the Management of Technology 
and Manufacturing, offered jointly 
by the MIT Schools of Engir 
and Management, for engineering, 
technical, and science graduates 
with five to ten years' technical 
work experience, who wish to 
understand, develop and manage 
technological resources in an 
increasingly competive global 
economy. 
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For information regarding these and short summer programs in functional areas Executive Education Programs, MIT School of 


Management, Cambridge, Massachusetts 02139. Telephone: 61 7-253-7 166; Telex: 79761 (MIT SLOAN UD); Fax: 617-258 
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International Management 
and International Studies 
. (Director) 


The University of Pennsylvania seeks a Director for its 
oseph H. Lauder Institute of Management and 
International Studies, The Institute offers a premier dual 
degree MBA/MA program. The Director should have 
credentials appropriate for a senior faculty appointment in 
one of the departments of the Wharton School. He or she 
Should have an understanding of the value of combined 
tudy in management, social science, language and 
ulture to educate managers skilled in working on the 
_ international scene. He or she must have strong 
administrative skills and the ability to work well with 
arious constituencies including faculty, students and 
corporate executives. The position will be filled as of July 
1,1990. 
letter of application, a resumé, and three names, 
addresses and phone numbers of references should be 
sent to: 















































































Professor Richard C. Clelland 
106 College Hall/6381 
“University of Pennsylvania 
‘Philadelphia, PA 19104 


urther information about the Institute can be obtained 
writing Professor Clelland at the above address. 








An Affirmative Action, Equal Opportunity Employer 


Tax-Free salaries 


Following a review of its operations and public services, The 
Government of Malta is setting up a team to introduce 
strategic planning, implement new organisation structures, 
promulgate project management techniques and improve the 


DIRECTOR - reporting to The Prime Minister 
MANAGER - General Management Group 
MANAGER - Financial Management Group 


These are pioneering appointments requiring an innovative 
approach and extensive experience of managing change in a 
Candidates be 


preferably with an MBA or equivalent qualification and will 


sizeable organisation. will graduates, 
ideally have served in a company of International Strategic 
Consultants, Experience in central or local government or 


“in a nationalised industry would be an advantage. 







GOVERNMENT OF MALTA 
Strategic Planning and Organisation 
Development "rig 





FINANCIAL ANALYST 
Tropical Agriculture — UK based 


Booker Tate Ltd is a new company formed by the merger of Booker 
Agriculture International Ltd with Tate & Lyle's Agribusiness Division. 
The Company provides management and technical services for tropical 
agricultural development and is one of the largest of its kind in the world. 
Due to increasing business activity a Financial Analyst/Economist is 
required at the head office in Thame, Oxfordshire.” 


Reporting to the Director of Planning and Development you will be 
involved in the financial and economic analyses of overseas projects, the 
development of technical and financial proposals for potential business 
opportunities and the preparation of marketing and publicity material for 
the company. You will also take part in overseas travel in line with these 
activities. 
You will be qualified to degree level or above in either accountancy, 
economics or agricultural economics, and preferably will have had at least 
four years’ experience in project evaluation, some of which will have been. 
ained in a developing country. The ability to conduct business in a second 
language will be an added advantage, and experience of computer. ^ - 
spreadsheet applications is essential. =o oo ; M 
The competitive salary and benefits package offered includes a company... 
car, BUPA membership, contributory pension scheme, 22 days annual’ 





leave and assistance with relocation expenses. < 
Interested? Then write with detailed curriculum vitae and contact 
telephone/telex/fax numbers to: Sp DUNG 

John Roberts 

Manpower Adviser 
Booker Tate Ltd 

Masters Court 

Church Road 

Thame OX9 3FA, England 


BOOKER, 




































Excellent benefits 


training, productivity and the level of performance of its 
staff in order to reduce its costs, and to enhance the level of 
service to the public. 

The team will consist of:- 


MANAGER - Technical/Professional Croup 
MANAGER - Human Resources Group 
CONSULTANTS - across all Groups 


The remuneration package reflects the importance of these 
posts and includes a car, generous leave entitlement, paid 
home leave and private medical care. Appointments are 
offered on a 3 year contract. 


For further information please telephone or write to:- 


C.V. Jackson (Consultant), The Malta High Commission, 
16 Kensington Square, London W8. Tel: 01-938 1712/6. 








| GENERAL MANAGER 
| REQUIRED IMMEDIATELY 


. A major holding company in Qatar which owns and runs a 

number of subsidiaries requires a general manager to head 
< the management team of a large departmental store with 
an area of 7,100 square metres under one roof comprising 
|!" departments of food, pharmacy, cosmetics, fashion and 
several more. 


The successful candidate must have minimum seven to 

ten years’ experience in managing similar department 
_ stores either in the Middle East or in the UK, experience 

jn retail, budgeting and finance, personnel management, 
` etc; He should be public and customer relations talented, 

ggressive sales planner, healthy and should have an 
impressing personality. 


Salaries and benefits are commensurate with qualification 
and experience. 


-| Please apply with curriculum vitae and recent photograph 
to: 


The Group Finance Director 
PO Box 5319 
Doha 
Qatar 
Fax: 974 445248. 


INTERNATIONAL CENTRE FOR 
yy DIARRHOEAL DISEASE 
$ RESEARCH, BANGLADESH 


DIRECTOR 


i ~The International Centre for Diarrhoeal Disease Research, Bangladesh (ICDDR,B) seeks to 
“appoint its chief executive, designated Director, for an initial period of three years (from 
mid-1990), which may be renewed for an additional term of three years. 


Established, under a charter of the Government of Bangladesh, the ICDDR,B is a non- 
profit, international medical research institution situated in Dhaka, Bangladesh. it is a 
premier international organisation conducting research and training in diarrhoea! diseases 
and related areas of public health, nutrition and fertility. ICDDR,B aims to develop 
improved health programmes through. scientific research conducted in four major 
divisions—Clinical Sciences, Laboratory Sciences, Community Health and Population 
Sciences, The 1,400 employees include-200 researchers coming from 13 countries. The 
Centre is supported by 21 countries and international organisations, including WHO and 
UNICEF, under the overall leadership of the UNDP. 

The post of the director involves management of the Centre and guidance of its scientific 
research and programmes within the context of the Centre's priorities and objectives. The 
Director is also responsible for creating institutional linkages both nationally and 
`: internationally, and establishing rapport with the donors and the host country 
| government. 


The preferred applicant will have a distinguished record of leadership in medical research 
and training, a high order of managerial skill, experience of international donors and 
agencies working in the health field, several years of Third World experience in public 
health, and considerable initiative and drive. 
- The compensation package offered is equivalent to that of a ASG/ADG in the UNANHO 
system, In addition, a fully furnished house with required staff and a chauffeur-driven car 
will be provided. 
Interested persons may contact members of the Search Committee (R. G. Feachem, UK; 
;,D. A. Henderson, USA; A. Lindberg, Sweden; Taslimur Rahman, Bangladesh and P. 
i Sumbung, Indonesia) for further information but should in any case make contact with 
the secretary to the Search Committee (Associate Director, Administration and 
Personnel, ICDDR,B, GPO Box 128, Dhaka 1000, Bangladesh. Phone 880-2-603236, 
8802-411846) at the earliest opportunity. 
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The Robert Holmes à Court Foundation 


CHIEF 
EXECUTIVE 


The Robert Holmes à Court Foundation seeks to appoint 
chief executive to manage its interest in The Britis 
Theatre Association. 


The Foundation is a registered charity which has recently. 
undertaken to finance the activities of The British Theatre. 
Association, which is also a registered charity. The Associa 
tion maintains a comprehensive reference library of British: 
plays and other theatrical material, arranges training pro- 
grammes for directors, and produces a quarterly magazin 
on topical issues of the live theatre. 
The position provides ample scope for developing and 
expanding the objectives of the Association along business 
lines. : 


The preferred applicant will be a self-motivator, hav 
impressive record of management and organisation, and be 
experienced in marketing. 


Salary and a benefits package will be negotiable. 


Please write to Derek Williams, Heytesbury (UK) Ltd, | 
Manor House, 21 Soho Square, London WIV 5FD. Tel: 
01-494 4800. 


UNIVERSITY OF HONG KONG 


Senior Lecturers/Lecturers | 
in Management Studies 


Applications are invited for the posts of Senior Lecturer/Lecturer in. 
Management Studies in the following fields: Business Policy; interna: 
tional Business: Information Systems including Decision Support: 
Systems; Marketing; Finance and Accounting: 


it is proposed that the long standing activities in management studies - 
at the University should be incorporated as the Hong Kong University 
Business School. This proposal is currently under consideration and, 
when formalised, the existing activities will be significantly increased - 
in scale, including three major research centres in the fields of 
International Business, Chinese Business and Banking, Finance R 
Accounting. 


Applicants should possess appropriate higher degrees and/or profes- 
sional qualifications. Preference will be given to applicants with 
teaching and professional experience. 

Annual salaries (superannuable) are on the scales: Senior Lecturer 
HK$363,300-488,040 (9 points) (approximately £29,780 

Lecturer HK$233,700-390,600 (11 points) (approximately 

32,020). (Sterling equivalent as at September 4, 1989). Starti 

will depend on qualifications and experience. At current rates, salari 
tax will not exceed 15 per cent of gross income. Children’s education. 
allowances, leave, and medical benefits are provided; housing or 
tenancy allowances are also provided in most cases at a charge of? 
per cent of salary. 

Further particulars and application forms may be obtained from 
Appointments (36906), Association of Commonwealth Universi- 
ties, 36 Gordon Square, London WC1H OPF, UK, or from the 
Appointments Unit, Registry, University of Hong Kong, Hong 
Kong. Applicants are additionally requested to. provide, in 
respect of their major research area: a short descriptive title; and 
a brief summary of the work they have undertaken and th 
co in which their work is proceeding. Closes 27 October 
1989. 












International migration in Africa: 
Legal and administrative aspects 
by Sergio Ricca 


This objective and authoritative study provides an- 
swers to the key questions on the controversial 








Y 1-203-966-5470 


















Worldwide phenomenon of African migration, including the inade- 
quacy of data, the nationalisation of employment, 
1-203-966-432 9 illegal immigration, mass expulsions, border migra- 
FAX i tion, the "brain drain”, return migration, refugees and 
migration to South Africa. It takes a constructive, 
1-800-255-2665 Practical approach and is intended for a wider public as 
Toll Free US, well as legislators and administrators. 
Atcurrent exchange rates books of ISON m al. (limp) £12.10; US$19.25; 
g American publishers will probably ISBN 92-2-106502-2 (hard) £16.50: ; 
: Bost you less. Call for information. SF 37.50 06502-2 (hard) £16.50, USS26.25; 


CALL is your personal book- 
biotic sheds ko a ed Phone, Que 
experienced book: sw 
with all of your special needs. das 


y 9 Charge to Amex, MasterCard, Visa 
~ or send Stateside check 
* We ship anywhere in the world 
© Gift wrapping available 
 @ Mailorder 











Economic development that lasts: 

Labour-intensive irrigation projects 

in Nepal and the United Republic of 

Tanzania 

This book looks at three enu Public Works Pro- 

grammes, one n Nepal and two in the M Republic 

of Tanzania. it shows how grass-roots popular partici- 

rs welcomed pation increases the chances tor success. and how use 
:9 Corporate orders invited of local resources improves the long-run viability of the 

‘© Open 24 HOURS every day Mfrasttuctore. oe points out how mistakes N 
; esign and implementation can limit and hinder 
aiino new titio forecast " successful infrastructure. 

T prati eria y ISBN 92-2-106400-X £12.10; US$19.25; SF27.50. 
about the latest U.S. books, Eurocard/MasterCard/Access and Visa 
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When You Need Information on 
Executive Education... 
You Can Rely on Bricker's 


EA Thousands of top 
BRICRERS ; 
SHORT | "nene executives and human 

l resource directors rely 

on Bricker’s publications 
and personalized 
consultation services to 
find the right university- 
based executive 
education programs. 
Only Bricker’s provides 
complete and customized 
* information to help you 
make the right choice. 








SWATRON A 
POY 










FOR INFORMATION 

AND A FREE COPY OF THE BRICKER BULLETIN, CALL 
1-800-EDU-DATA (In NJ and outside the USA 609-243-9111) 
Fax: 609-243-9150 





B Bricker Executive Education Service ‘ 


a Division of Peterson's 
P.O. Box 2123, Princeton, New Jersey 08543-2123 





































IN EMERGING MARKETS 
Just Published... 
The First Annual 
Directory of 
Emerging Market Funds 
A professional investment guide to 
over 115 portfolios that target the 
fast-developing stock markets of 
Asia, Latin Americá and Europe: 
* Identify successful funds 
* Track returns, holdings and dividends 
* Compare fees and expenses 
* Save hundreds of hours of 
research time 
Special Introductory Offer 
Price of US$195* 


Includes Quarterly Performance Updates 


Kleiman International Consultants Inc. 
80 Wall Street, Suite 818 
New York, NY 10005 
Tel: 212-785-1800 / Fax: 212-785-1805 
Telex: 226 608 WALL UR 


A Service of MultiMarket Publications Inc. 
*Offer valid until November 1, 1989 


to Eastern Europe 


USSR: New Management Mechanism 
In Foreign Economic Relations 
Reviews "perestrolka" and the acceleration of the 
economic and.socíal development in the USSR , 
Includes information on setting up foreign trade 
firms and transferring export-import operations. 

E.88.1.D.5 12.00 22pp. 


Joint Ventures As a Form of interna- . 


tional Economic Co-operation — 
Assists those who wish to explore a new avenue 
of business co-operation with the Union of Soviet 
Socialist Republics by providing the regulations 
and instruments pertaining to joint ventures. 
E.88..LA.12 — 21.00 210pp. 


Data Goods and Data Services in the 
Socialist Countries of Eastern Europe 
Reviews the role of the socialist countries of East- 
ern Europe in data-services.and data-goods, the 
impact of transborder data-ftlows on the develop- 

ment process and policy options. , 


E.88.1.A.20 13.50 

- Manual on Trading with the Socialist 
Countries of Eastern Europe - 

E.87.1.D.11 25.00 Ti3pp. 


To order, or for a free catalogue contact: 
United Nations Publications, Sales Section 
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Expand your business 




























































Skills Training Agen 
In March 1989 the Secretary of State for 
Employment announced plans to move the Skills: 
Training Agency (“STA”) into the private sector. 
The STA comprises 60 Skillcentres providing 
training in a range of craft, technical and super- 
visory. skills for private employers and within the 
Government's Employment Training programme. 
Discerning visitors to New York select ` Deloitte Corporate Finance has been appointed 
The Carlyle, one block from Central M to act as Main Sale Adviser in the sale of the STA, 
y 1 $ all parts of which are for sale as training businesses. 
Park, for its consistent excellence. Potential bidders wishing to receive copies of the 
The solicitous staff is ever eager to Information Memorandum should write to: 
, please. Each guest room has a Monitor Nicholas Morriss Deloitte Corporate Finance 
_ TV, VCR and Stereo. Hillgate House 26 Old Bailey LONDON EC4M 7PL 


A proud recipient of the Mobil Five-Star Deloitte Corporate. Finance is a per af the Financial intermedia: 
, Managers and Brokers Regulatory Association. 

Award for 21 consecutive years. This advertisement does not and ts not intended to constititc an invitation E 

Member of The Sharp Group since 1967 


to purchase or otherwise acquire any assets af the Skills Tratting, Agency. 
Madison Avenue at 76th Street 
New York 10021 = 
Cable The Carlyle New York - 


Telex 620692 
Telephone 212-744-1600 
FAX 212-717-4682 





































































Would you go into battle relying on statistics 
rather than on an intelligence report? 


Perception International is an international network of inferen- 
tial thinkers who recognize the anomalies that will change your business, 
your industry—even the world. : 


Q 






Perception International 
211 West Mountain Road, Ridgefield, Connecticut 06877 USA 


Telephone: 203 431 6000 Facsimile: 203 438 6342 
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THE UK’S BIGGEST NEW 
URBAN DEVELOPMENT PROJECT | 
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„offers the biggest opportunities | 


K's biggest new urban development project offers the 
gest opportunities to investors, developers and new industry. 
gh quality factory units and greenfield sites now available. 
ver a million square feet of prestige industrial and commercial 


Hartlepool — provision of residential, leisure and business 
amenities and maritime-related enterprise at the new marine 
complex. Teesside Park — specialist retail outlets at the ola 


Stockton racecourse, now being developed together with the 
mises under construction or being planned. Specialised UK's largest leisure centre. Teesside opportunities — backed by 


mmodation on technology and business parks. Participation Development Area grants and Enterprise Zone incentives.To find 
business opportunities in Teesside Development Corporation out more contact Duncan Hall, Chief Executive, Teesside Develop- 
gship initiatives: Tees Weir — a £200M rejuvenation of 250 ment Corporation, Tees House, Riverside Park, Middlesbrough, 
es os a high quality office, home, retail and leisure mix. Cleveland TS2 RE. Tel 0642 230636. FAX 0642 230843. 
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Blinded by government 


N SEPTEMBER 21st the world's top fi- 
nance officials, with thousands of bank- 
ers and journalists in train, began arriving in 
Washington for the annual meetings of the 
International Monetary Fund and the World 
Bank. There they will go through the normal 
convincing motions. Officials from the main 
industrial countries want to convince their 
yird-world counterparts that the Brady debt- 
plan is working. They want to convince cur- 
rency dealers that their earlier accords on ex- 
change rates are less dead than they look, and 
that all is well in their economies. Given the chance, they will 
also want to convince voters at home that they are deeply 
green at heart. When all this has been attempted, hardly any- 
thing will have changed. Managers will be as much in the dark 
about their economic surroundings as before. 

At first glance, the complacency of the rich-country gov- 
ernments seems forgivable. The G7 economies will probably 
grow by 3% this year, with an average inflation rate of 4%: 
earlier fears of recession or galloping inflation have so far 
proved groundless. The G7 governments are also right to ap- 
pear heartless in resisting calls for more generous Brady plans 
(ie, for more debt relief with fewer strings). A survey after 
page 72 argues that the third world’s overriding need is for a 
lasting commitment to better policies at home, not extra re- 
sources from the rich. Without that commitment, new for- 
eign money is virtually powerless to make the ordinary people 

' f the poor countries any better off. 

Many third-world governments have caused remarkable 
damage by suppressing markets. Without a working price 
mechanism, producers and foreign investors can only grope 
their way forward. Judging future risks and returns is blind 
guesswork. The results have been bad investment and slow 
growth. By these standards, rich-country governments are 
models of good sense. Their economies are by and large mar- 
ket economies, so they work. Yet they do not work as well as 
they should. The reason is that in less brutal ways rich-coun- 
try governments, too, blind their producers to the future. If 
the politicians in Washington tire of back-patting and leafy 
platitudes next week, they might instead discuss a few far- 
sighted ways of making their voters more prosperous. 


Blindfolded, bothered and bewildered 


Much of what is economically (and environmentally) wrong 
in the industrial countries comes under the heading of short- 
termism. At awkward moments, governments are often the 
first to complain of this. After the stockmarket crash of Octo- 
_ ber 1987, they criticised the financial markets for over-react- 












































ing. The markets should take a long-term 
view, they intoned. In the same way, the slow 
ing growth of America’s productivity is ust 
ally blamed on short-sighted businessmen- 
too worried about this year's profits to inves 
for the decade after next. The boom in 
aged takeovers, the preoccupation of fin 
cial markets with mere rearrangements 
ownership, the excessive build-up of 
sumer and corporate debt, and the globa 
shortage of savings—all have been blamed b 
various governments on the inability of con 
sumers and businessmen to look beyond their noses. — 
Short-termism matters all right. Indeed, economists ar 
finding that it matters in ways they did not previously sus 
For the past two decades they, too, had little to say 
long-term growth. They thought mature economies grew ii 
response to technological progress and expanding abour 
forces—factors, it was supposed, that economic policy coule 
do little to alter. Now they are far less sure. 
A recent conference at Stanford, where much of the r re 
think is going on, heard for instance ‘that the returns on nei 
investment tend to be higher when the existing stock of phys- 
ical capital is large. It may not look it, but that is a revolution: 
ary finding. It suggests that lack of investment does not jus 
cause a loss of productive capacity in its own right, but alsc 
hurts the value of investments already made. Governme 
then, are right to complain about the short-termism thai 
frowns on long-term investment. But they are wrong to think 
that this is all the fault of their businessmen. They themselve 
are the prime culprits. ‘ 
Mystification about the future of exchange rates, infla rio 
and interest rates is the businessman’s biggest deterrent tc 
long-term risk-taking. In economies that are open to intern: 
tional trade, the profitability of investment hinges 
what will happen to currencies. Companies can hedge 
of the short-term risk (at a cost), but the longer-lived de n 
vestment, the harder this becomes. 
High inflation and high nominal interest rates also brin 
on acute short-sightedness. In most tax systems, inflation eat 
away the (nominally fixed) depreciation allowances that firm: 
can claim on new investment. This can add greatly to the re: 
cost of capital. Separately, high nominal interest rates urge 
companies towards short-lived investment, because the 
bring forward the burden of debt service: the higher the in 
est rate, the sooner the investor needs to see his pay-off. Be 
cause it squeezes companies’ cash flows, this shifting of debt 
burden may also explain why high interest rates often | 
hand in hand with over-borrowing. | 
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Unstable currencies, inflation and high interest rates all 
ake the here and now uncomfortable—but what is becom- 
g ever clearer is that they make the long term worse. Since 

collapse of the Bretton Woods system of fixed exchange 
tes in the early 1970s, currencies have fluctuated wildly (see 
ge 107). Closely linked to this, most of the G7 countries 
ve come to regard inflation of 5% a year as acceptably 
low—even though it scrambles corporate planning beyond, 
say, a ten-year horizon. And in turn this tolerance of inflation 
ias driven up interest rates. For companies, the future has 
been cancelled—or at any rate, thickly obscured. 

For a clearer view ahead, low inflation is good, but zero 
nflation would be better; smaller swings in exchange rates 
Ip, but none at all would be ideal. After nearly two decades 


















of monetary confusion such hopes may seem utterly implausi- 
ble. But a stable-money world was achieved under the nine- 
teenth-century gold standard, and another was almost built 
under the flawed Bretton Woods regime. For the 1990s, a 
modest first step is to start exploiting a virtuous circle: the 
harder governments try to keep inflation down, the easier it is 
to keep exchange rates steady; and the less they rely on cur- 
rency depreciation for an occasional fix of competitiveness, 
the easier it is to keep inflation down... l js 

None of this will get the attention it deserves in Washing- 
ton. The G7 governments will be satisfied if they merely post- 
pone the next recession. In return, they will take what comes 
on exchange rates, inflation and interest rates. Such short- 
termism cannot go on. Governments, let thy people see. 





A limit to megalomedia 





































"SCOOP", Evelyn Waugh's editor of the Daily Beast 
could never bring himself to say “no” to his dictatorial 
oprietor: "Up to a point, Lord Copper” was his best shot, 
n when his press lord asserted something absurd. Today's 
rd Coppers are no longer mere newspaper barons. They 


o what height should they be allowed to fly free? 
Since the beginning of 1986 around $70 billion has been 
edged to media takeovers—roughly the same as the annual 
of Turkey or Indonesia. In the latest $1.5 billion fight 
etween two Australian media lords, Mr Christopher Skase's 
tex looks to have won the MGM/United Artists film stu- 
against Mr Rupert Murdoch's News Corporation. 

st of these media dukes are driven by nothing more 
rnicious than megalomania; and to the extent that this 
uds their judgment the market will bring them due reward. 
ne will make canny fortunes. Others will go bust. Mr Mur- 
h increased the scope for press competition in Britain 
hen he beat unions which said that each British newspaper 
ust employ six times as many printing workers as it needed; 
ut what is happening to the shape of the industry is odd. It 
oes not look purely economic that the media business 
ould be so hell-bent on acquisition when most other indus- 
ies are "unbundling" their biggest companies. 
In understandable consequence, politicians are a-quiver 
bout concentrations of power. British socialists have long 
'omplained about Mr Murdoch's 30% share of Britain's na- 
ional daily newspaper market—especially since the launch of 
s new satellite television station, Sky. Now the Office of Fair 
ading is taking a look. In Australia Mr Alan Bond was first 
deemed an unfit person to own a television station; then the 
dgment was reversed. Two British media lords, the Mirror 
up's Mr Robert Maxwell and the Observer's Mr Tiny 
owland, have suffered rude words from courts of inquiry in 
he past. In Italy, Mr Silvio Berlusconi’s dominant share of 
mestic television is much discussed in parliament. 
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centration in media ownership demands an extra dimension of government control 





Media ownership needs to be judged by two distinct crite- 
ria: competition, and the public interest. The competition cri- 
terion is getting more complicated. In the past a media trust- 
buster just cast a quick eye over the circulation figures of Lord 
Copper's papers; now he needs to study Lord Copper's televi- 
sion sales and cinema receipts as well. The success of the new 
empires will often depend on their ability to force out their 
competitors' products across a wide range of media. They will 
use gems from one part of the media to brighten another; 
movies for use on television, for example, or the use of one 
medium to puff another. 

Keeping media men competitive is as much about loosen- 
ing chains as it is about measuring market shares and putting 
on handcuffs. For example, America's three big networks— 
ABC, CBS and NBC—are allowed to own only a small propor- 
tion of the programmes they show. These tules date back to 
the networks’ "I Love Lucy" hegemony. Now, with 20 cha ^ 
nels to flick through on each American’s remote control, tl... 
networks can be set free. As long as the new Lord Coppers 
operate against lively competition, they will not be able to 
indulge in monopolistic market-rigging. Why, for example, 
should a British newspaper owner be limited to a 20% stake in 
a land-based television station but be allowed 100% of a satel- 
lite channel? Let him compete, and be challenged. 


Murdoch is the message 


As for the public interest, competition helps but does not 
suffice. Mr Murdoch faces enough competition to keep his 
prices down and his products lively, but still wields more me- 
dia influence than is healthy for British democracy. The same 
holds true for Signor Berlusconi in Italy, Globo in Brazil, and 
probably for the Los Angeles Times in southern California. 
The media have moved beyond being mere providers of 
entertainment and information. They have become a forum 
that rivals parliaments. A plurality of opinion in that forum is 
as essential to democracy as the ballot box. The market will 
provide a plurality of views only if there are enough channels 














newspapers to choose fion (which, in most countries out- 
America, there are not). In the case of television, more- 
over, the financial barriers to entry are still too big for new 
channel s to spring up overnight. So how can a regulator keep 
.the forum open to variety? 
¿The worst solution is subjective interference. A govern- 
ment-enforced plurality of opinion—rules that there must be 
three left-wing newspapers where there are three right-wing 
.* ones—would quickly become an Orwellian nightmare. The 
< best, light-touch way to protect pluralism would be to limit 
owners to a particular portion (say 25%) of any particular 
. "news" market— be it television, radio or newspapers. To be 
.. credible and objective this limit should be ‘publicly an- 
























nounced, and stuck to regardless of personality, c 
the prospect of much-loved titles fading away. 
This solution will be shot at from both si 
Rulemongerers will argue that such a system might still all 
four equally right-wing newspaper groups to exist 
but that would be a reflection of popular taste or th 
of the organisers of left-wing newspapers if it did. 
From the side of the newspapers, the Lord Coppers wi 
scream "censorship". It wouldn't be—merely a reinfor 
version of competition policy. Protected by such restr 
the rest of us could sit back comfortably to watch the n 
media giants hurling their millions at each other. It pro 
to be quite a show. 




























Ways to help Poland 





< aney need not cost a lot to be effective 


OLAND, everybody agrees, needs help. Most believe it 
deserves help. But the West is arguing too much about the 
quantity of aid, and paying too little attention to its quality. 
Even small amounts of money, carefully directed, could make 
a big difference to Poland’s attempted leap to capitalism. For 
those interested in lending a hand—governments, private in- 
..vestors, foundations, banks looking for debt-conversion 
'. projects—here are some ideas. 

The aim is to find economical ways of raising living stan- 
dards fast, and rebuilding Poland's capitalist infrastructure as 
_.. quickly as possible. Ideally, this would happen automatically, 
|. as Poland starts to hum with entrepreneurs, both foreign and 
home-grown. In practice, a push-start looks necessary. Presi- 

-dent Bush has set an example with his $100m Polish-Ameri- 
-.can Enterprise Fund. Other innovations that would help get 
private enterprise going include: 
(029 Government guarantees against political risk for foreign 
4 7 westment. Poland, with its cheap but skilled labour, is full of 
| a¢w business opportunities as it goes capitalist. But its politics 
still make it look too risky a market for many would-be foreign 
investors. Western governments should reduce the risk by of- 
fering investment guarantees. 

@ Commercial banks in Poland. At present, there aren’t 
any. Yet without small loans, small entrepreneurs cannot 
start businesses, farmers cannot improve their livestock, 
builders cannot put up houses. The Poles need help to estab- 

. lish a network of banks. One way is to encourage western 

- banks to open branches in Poland (if necessary with support 
from outfits like Mr Bush's Enterprise Fund). These would 
quickly attract the piles of hard currency Poles have saved, 
and turn this unemployed capital into working capital. 

@ Business schools. One already exists. There should be 
business departments and courses in capitalist economics in 
every large university. The new finance minister says he wants 
:to have a stockmarket, and someone will have to run it.. 

@ Help with numbers. Markets and competition do not 
ork without accurate information. European central banks 
nd accountants could help Poland provide prospective lend- 















-ers, ease the building squeeze and make some hard-cur 


























ers and investors with financial statistics and compan 
ance-sheets. Others could help farmers and businessme n 
information about prices. 

@ Agencies to identify investment opportunities and 
would-be investors through the inevitable tangle of Polis 
reaucracy. Embassies in Warsaw cannot cope. Priv: 
sultancies would do a better job, but may need the sweete 
of government contracts to set up and attract expertise 


Think small 


What sort of projects might these new agencies spot, 
where might governments channel aid money? Start | 
ideas for easing food shortages. That is Poland’s most pre 
ing problem, but one where cash from the sales of food aid c 
ordinated by the European Community will soon becom 
available. Projects could include: 

€ Small food factories, to break the inefficient monopolie 
in food production. A modest. meat-slaughter and sausa 
production line would cost less than $100,000. D 

€ Farm equipment. Poland does not produce enough sm: 
tractors for small farmers, or enough spare parts. Experts 
that pig production would rise 1096 if farmers had infra- 
lightbulbs to keep piglets alive. Farmers could carry m: 
stock if they could fence land for summer grazing and stor 
forage for the winter. Some lack simple items like stri 
buckets and wire for fencing. Use the aid money to help fa: 
ers buy this equipment, and to help other Poles make it. 

€ Transport and cold storage. Meat and vegetables 
the way to the market. With a few private transport bus 
nesses and refrigerated depots, much of the waste woul 

€ Retraining programmes for unemployed coal miners 
steel and shipyard workers. Teach them new skills or } 
them open small businesses. 

@ Sheet metal, roof tiles, insulation, window installatio 
light copper pipes. Poland produces some of these things: 
not enough, and buildings stand half-finished for laci 
them. Start a copper-pipe factory, employ ex-shipyard w 














profits with foreign sales, all in one project. ! 

. € Better yet, organise builders’ and decorators’ companies 

r those pre-war buildings about to crumble away. There 

aren't enough builders; decorators are almost non-existent. 

«. € Private telephone lines. Primitive international commu- 

nication inhibits business. A completely new telephone sys- 
m would be nice, but a lot could be done by investing in 

satellite dishes and selling international lines to those who 

eed them most. 

... € Medical supplies. Polish hospitals often lack things like 

disposable needles. Donate some now, open a plant to pro- 

duce more later. Frustration is a main reason why so many 





Polish doctors emigrate each year. 

€ Tourist organisations and amenities to compete with the 
state-run Orbis. Poles can travel legally now, and business- 
men will have to. Help them sell exports. Tourists bring hard 
currency. Incoming businessmen bring trade and investment. 
Hotels and restaurants should make profitable joint ventures. 

€ Printing plants for newspapers and books. The Polish 
press may be free, but the state still has a monopoly on paper, 
and the communist party owns the only distribution network. 
Open a chain of kiosks. 

Post-communist Poland will be built by Poles, not west- 

erners. But the West can help, without breaking the bank. 





Missile epidemic 

























are acquiring new means of inflicting mass destruction 


.F YOU have kept your eyes mainly on the United States 
and the Soviet Union this past year and a half, you proba- 
ly think the world is becoming a safer place to live in. Well, 
look elsewhere. America and Russia are indeed scrapping a 
hole class of nuclear missiles in Europe. They are talking 
about scrapping their chemical weapons, too. But superpower 
siness no longer keeps you safe in a world where every Tom, 
ick and Qaddafi has his own tools of mass destruction. 
The spectre of holocaust-proliferation has lost some of its 
ipacity to frighten. It is hard to remember how scared people 
re 25 years ago when China joined America, Russia, Brit- 
àin and France in the atomic club. Since then, membership 
has grown from five countries to at least seven, and probably 
o nine. Nobody doubts that Israel and India are in the club, 
that Pakistan and South Africa are close to joining. But 
ese countries built their bombs secretly, tested them with- 
fanfare if at all, and claim modestly not to be members 
ayway. Perhaps, it is tempting to hope, a nine-member club 
eed not be so dangerous after all. And if nine is relatively 
, why should ten, even a dozen, be so very much worse? 
. This lulling of fears is happening at exactly the wrong 
me. Right now no great line of third-world countries is 
knocking at the nuclear door. The keenest would-be mem- 
ers—those in the Arab world —have had to reckon with the 
near«certainty of a veto from Israel of the kind it exercised in 
. 1981, when its aircraft demolished Iraq's nuclear reactor. Un- 
fortunately, another club is emerging. At present, this one is 
non-nuclear, but it could turn nuclear, and meantime it offers 
the next worst thing. The key to membership is not the 
atomic bomb; it is the ballistic missile. 
< At least 22 third-world countries are at present trying to 
buy or build such missiles. Many have succeeded. The Rus- 
ians have sold clients all over the world missiles such as the 
SCUD or the ss-21, which have a range of several hundred 
ilometres. Last year China sold Saudi Arabia a number of 
ssiles which, although elderly, have a range of 2,200 
ilometres. In May India successfully tested a home-made mis- 
sile with a range of some 2,400 kilometres. And last week Is- 
_tael was accused by Russia of having test-fired a missile with a 
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Just as the superpowers are starting to allay nuclear fears, a score of other countries 


| 





presumed range of about 1,500 kilometres. 

These weapons have four characteristics. First, most fly so 
fast that they cannot be shot down, thereby giving countries 
with gimcrack air forces an almost foolproof way of penetrat- 
ing the thickest air defences. On the other hand, most are 
pretty inaccurate, all are expensive, and none carries a war- 
head as heavy as the bombload of a conventional bomber. 
Oddly, that is just what makes them so dangerous. 


The mid-tech nightmare 


If you are a Colonel Qaddafi, and you have a weapon roughly 
able to hit Tel Aviv, you do not throw it away because it is 
inaccurate. You find a way to give it a bigger bang. Nowadays, 
going nuclear is only one way. Another is to give your missile 
a chemical warhead; or perhaps a new-fangled fuel-air device, 
a monstrous thing that spews out an aerosol cloud of explo- 
sive gas and then ignites it, creating a bang almost as destruc- 
tive as a small atomic bomb. All this is mid-tech, not high- 
tech, and it works. After digesting the lessons of the Gulfw ~ 
small and medium-sized powers everywhere are putting th. — 
arms money into missiles and poison gas. 

Given willpower, the big powers could do a lot more to 
stop the spread of these weapons. The holes in the Missile 
Technology Control Regime, which America established in 
1987 to stop the outflow of missile secrets, need to be plugged 
(specially in West Germany, from where secrets still reach 
Iraq via Egypt and Argentina). Russia could combine its com- 
plaints about Israel’s missiles (capable now of reaching its 
own borders) with a reduction in missile sales to the Arabs. 

Yet there is a limit to what such restraints can achieve. 
The fearsome truth for the 1990s is that many of the coun- 
tries the first world has been happy to call undeveloped are 
nowadays too rich in competent scientists and engineers to be 
stopped from building unconventional weapons if they want 
to do so. The Arab-Israeli conflict today, and others tomor- 
row, are about to evolve into the hair-trigger balance of terror 
that kept Americans, Russians and Europeans in nuclear 
thrall for 30 years. Just when you were starting to relax. 











means Sro 


Wherever you look, Pacific Dunlop means growth. 
It is reflected in our earnings and the strength of our growth rates. 


Our latest results reinforce this. 
For the year ended 30 June 1989, here is what we achieved. 


Earnings per share** 40.1 cents +27% 
Profit* AS263M +42% 
Sales A$4500M +25% 
Dividend for year”* | 17.0 cents +29% 


* After tax attributable to shareholders. 
** Adjusted for 1:10 bonus share issue on 31 March 1989 


Compound annual growth since 1984 is 18.2% in earnings per share, 
32.9% in profit and 24.5% in sales. 


TII 


1985 1986 1987 1988 1989 1985 1986 1987 1988 1 989 
Earnings per Share - Cents Profit - AS Millions 


_ Pacific Dunlop's businesses and brands are market leaders - Ansell (now including Edmont), GNB Batteries, 
Telectronics, Olex Cables, Repco, Pacific Brands, and South Pacific Tyres. 


Our positioning and presence in the high growth Asia/Pacific region places Pacific Dunlop where it counts. 
Wherever you look, Pacific Dunlop's businesses are positioned to continue their growth inthe 1990s. 


Further information about Pacific Dunlop may be obtained from: 
500 Bourke Street Melbourne Australia 3000 
Telephone: 61-3-602 4244 Facsimile: 61-3-602 5625 


PACIFIC DUNLOP 


People, ideas, technology. 


AST SEPTEMBER 23 1989 








rts another excellent year 





Sales increased strongly by 25% to £2 6 billion 





Pre-tax profits, up 





st time 


Earnings per share were up by 2 to 92 





demonstrating the Groups continuing success in 





hieving organic growth in one clearly focused 


business, prescription medicines 
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It's good news too for the countless men, women 
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and children everywhere who continue to benefit 


from Glaxo's single-minded concentration on the 





development and marketing of safe and 


7 





effective remedies for illnesses that impair the quality 


f life, or threaten life itself 


Glaxo remains committed to the heavy investment 
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A HEALTHY GLAXO 
AND A HEALTHIER WORLD. 








necessary to stay at the leading edge of medical an 


pharmaceutical progress 


Research and Development spending of £323m in 


the year includes a linical devel 





major pment 
programme aimed at bringing a range of mising 
new medicines to the market 

This remains a key priority for the immediate future 





together with a commitment to realising the fu 





potential of the Group's prese 





t range of products 





ne of the world's most valuable pharmaceutica 


portfolios 


In an intensely competitive international industry 


Glaxo moves forward with confidence 


spes of the 1989 Annual Report and Accoutits w 


from October | th from: The Secretary (F slaxo Hok 





Lansdowne House Berkeley Square 








Glaxo 


THE ECONOMIST SEPTEMBER 23 1989 

























































Generosity is particularly easy when you choose not to foot the bill 


"A ARIJAMES WATT was booted out of President Reagan’s 
JV cabinet when he boasted that he had rendered a com- 
. mittee liberal-proof by including a black, a Jew, a woman and 

a cripple: it was the cripple that did him in. The disabled 
- make the still-able uncomfortable. Now, in the most sweeping 
-:civil-rights legislation America has seen for a quarter of a cen- 
tury, a bipartisan law is swiftly adding the disabled to those 
Americans who because of colour or religion or sex or age 
"must not be discriminated against. Moreover, because the 
- handicapped are disadvantaged by their plight, not just by 
other people—blind or deaf or in wheelchairs—buildings, 

juipment and public transport must be adapted for them. 

" The general principle—helping the disabled to join the 
mainstream—is unassailable. But the new law, given the 
green light by President George Bush and whizzing through 
Congress, invites two doubts. First, its definition of dis- 
abled—a physical or mental impairment that “substantially 
limits” an everyday activity—is so broad that it encompasses 
some 43m people or one in five of all Americans: qualifica- 
tions range from arthritis and reformed alcoholism to infec- 
-tion with the AIDS virus. A senator, one of a handful who 
voted against the measure, insisted on a short list of condi- 
tions that should be excluded: homosexuality, for instance, or 

kleptomania or compulsive gambling. Such vagueness is a rec- 

ipe for trouble—and for enriching lawyers. The West Ger- 
mans, who have stricter rules on hiring than the proposed 
American ones (they insist on a quota for the disabled while 
the Americans merely forbid discrimination), also have 
handicap-assessment of German precision. 

Second, both the administration and Congress are win- 


ew rights for America’s disabled 





ning Brownie points for their humanity while. gi 
thought whatsoever to the cost of their generosity. 
that they have suddenly become spendthrift. They are 
happy position of insisting that the costs, about wh: 
body has the slightest clue, should be borne by employer: 
by owners of retail businesses, large and small. 
All companies, except for the smallest, are inst 
make “reasonable accommodation” for their disabled stai 
long as this can be done without “undue hardship". T 
ther definition of these terms will undoubtedly be a 
the courts. The cost of much of this can probably 
lowish. Universities, schools and companies receiving fe 
money found, when they had to cope with earlier legisla 
that they could usually get by with minor adjustments. 


Let somebody else pay as 
But the remorseless: new law goes on to insist that all 
built or renovated shops, restaurants, hairdressers, dox 
offices, buses and trains or what have you should be n 
accessible—with wider doors and ramps and lifts and 
telephones and lavatories—to a disabled person. That. 
thing could cost would-be entrepreneurs much sleep, 
tle is yet being offered to them in the way of new in 
and tax credits. 

Again, nothing is wrong with the principle. Ame 
rich country, and adults who are truly disabled, m 
whom are also unemployed, have a raw deal. But if a gov 
ment seeks a kinder nation, it needs to inform its peop! 
the bill, and discuss methods of payment. Shuffling : 
responsibility off on to somebody else is a cop-out. 





-Japan on the autoroutes 


Europe’s car industry must face up to full free trade with the Japanese after 1992 


FTER 1992, when the 12 countries of the European Com- 

[Y munity go frontier-free, they will be forced to scrap all 
their existing national barriers against imports of Japanese 
- cars. Their present plan is to replace these by the worst sort of 
fudged protectionism. In place of today’s mixture of bans dis- 
guised as quotas (in Italy, France, Spain and Portugal) and 
“voluntary restraint” (in Britain), the idea is for Japan to 
“monitor” its own exports, presumably with Brussels breath- 
ing heavily over its shoulder. Even the most competitive of 
European carmakers wants such self-denial for a transitional 
period. Volkswagen’s boss, Mr Carl Hahn, supports Euro- 
pean carmakers’ demands for at least five years of shelter be- 
fore opening their market. 











The European market has rationed imports for decad 
At the end of that “transitional” period, it still takes the 
age European carmaker about twice as many man-hou: 
make a car as it does the Japanese. The latest quality s 
in America report that the Europeans still manage to e 
nearly twice as many defects per car as the Japanese. Eu 
ans grouse that the Japanese have never competed fa 
There is a straight test of that. In the 1970s, when oi 
jumped, who had a real chance to push aside Detroi: 
guzzlers and sell small cars in America? The thrifty and nipp 
Europeans. Who won, in what was then a fully open car : 1 
ket? The Japanese. 

The "export monitoring" will be a disguised ver 













































luntary restraint". Its proponents will claim that th 



















urts the Europeans. As America has found since 1981, vol- 
ary restraint of the sales of something consumers want cre- 
es a shortage, which pushes up prices and profits. The cash 
ows home to Tokyo, making the Japanese stronger still. If 
ope is to hinder the inflow of Japanese cars, it would be 
t to do it with tariffs, to give added inducement to the 
panese to come to produce their cars here. But, as the 
pvaluation of the yen means that the Japanese are going to 
do that anyway, Europe would be best served by facing up 
uarely to Japanese competition with full free trade. 


A built-in transition 

e way for European carmakers to meet the onslaught of the 
ipanese, and of other Asians after them, is by reducing costs, 
adopting new and more flexible manufacturing methods, 
ind by joint-ventures to develop costly parts such as engines 
and transmissions (see page 83). They are much more likely 
do this when there are Japanese producers here to emulate. 
ere will, in any case, be a “transition period” regardless of 
urope's trade policy. Just as it took Japanese carmakers 





' lapa- E roughly a decade to build up their exporting assault 
ese are in favour. Of course, they are. It suits them fine, and 


European car market, it will take almost as long to complete 
their second wave as multinational manufacturers. It is not 
until the mid-1990s that the British plants of Nissan, Toyota 
and Honda will reach their targets of producing more than 
500,000 vehicles a year. While they build up local expertise 
and local supply of components (required, not just by protec- — 
tionism, but by their own just-in-time methods), European 
firms can be learning from them. : 

At present the non-protected, non-carmaking Danes, 
Irish and Greeks choose to buy from Japan up to 40% of the 
cars on their roads, while the French, Italians and Spanish 
(who discriminate quite illegally) have under 396. The three 
most discriminatory countries are therefore right to be 
scared, but will have a brief respite. The Japanese have to de- 
velop their sales and servicing networks across Europe in or- 
der to sell more cars, particularly in France, Italy and Spain. 
Toyota admits this could take a decade. While this is happen- 
ing, free trading European carmakers will have the time and 
the example to get on to their toes. If they prefer murky p ` 
tection, they will be caught flat-footed by Asian imitators .. 
the Japanese, such as the South Koreans. 





. scarcity of badness 
























LLAINY, a commodity vital to film, fiction and the mo- 
rale of fading nations, is suddenly in short supply. The 
\ortage is not of random nastiness, which is more prevalent 
han ever. It is of the antidote: villains as reliably and 
cognisably awful as the skull-and-crossbones; men whose 
ere presence used to make the rest of us gallant. 
irates have long since become cuddly rogues for chil- 
n. Nazis, after a good run, have become the stuff of spoofs 
en for their insatiable British fans. The Soviet Union cor- 
ered the market in villainy for 40 years, but the odious Rosa 
b is now tea-lady in a profit-sharing co-operative and Karla 
thinking hard about the convertible rouble. The search for 
'esh supplies of dependable villainy is on. 
‘Deepest space once seemed a promising source. The mon- 
tous "Alien" moved a film critic to exclaim: "I have seen 
the future, and it lurks.” But he hadn't. Merciless androids, 
played by chrome-plated body-builders, filled a market niche, 
but theirs was a chilly horror. It lacked the nice, warm feeling 
imbued by patriotic Americans or Brits squaring up to 24- 
carat bounders from foreign parts, and hindered by fellow 
ountrymen blind to what threatens them. 
Straightforward crooks and murderers still supply up- 
rket villainy, as they have for centuries. But mere killers 
outlaws are as likely to be heroes as villains for today's 
oral mass audience. The Mafia, for example, has turned 
notions of loyalty and honour on their heads, and got 
away with it. The crooks who qualify as truly hateful are those 
hose nastiness is unredeemable. Drugs may be their needed 
ingredient. America has declared war against the drug mer- 
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hard to fight the good fight unless villains come in cohorts 





chants. James Bond is gunning for them somewhere familiar 
in central America. Tom Clancy, America's. best-selling 
thriller writer, has abandoned the evil empire and gone for 
them in Colombia. There are those who say drugs should be 
legalised. They must be mad. Where else would we find the 
adversity that gives us unity? 


Call the BOSS 


Seek it in South Africa, whose apartheid has replaced t^ 
Third Reich and Russian communism as the reliable p ` 
veyor of evil. As for that ultimate horror, the South African 
drugs tsar—baron, rather, tsars are good guys these days—no i: 
abomination is unsporting in the pursuit of him by the heroic 
thugs of "Lethal Weapon Two”, one of Hollywood's recent — 
hits. But wait. South Africa may at last be on the road to 
reform. Virtue threatens to break out all over, sending the 
price of villainy through the roof. 

China has re-emerged as a possible supplier. The Arab 
world, too, would seem to offer rich pickings. Yet neither has 
moved the market. The Libyan leader fails the casting test as ` 
surely as Mussolini did: you cannot parody a parody. 
Hezbollah, Abu Nidal and Iranian fanatics have grievously 
wounded the West. But they do not get the big bad parts be- 
cause, like killers from space, they are too strange and cannot | 
be played by Rutger Hauer. The truth about villainy—and. _ 
the irreplaceable charm of the KGB, the Gestapo, BOSS and the 
French connection—is that to get a real kick out of badness. . 
we must be served it by perverted versions of ourselves. 











How to find 


information 
in a maze 


of data 


If your company has computers, you already 
have plenty of data. Sales data, financial 
data, market data. Ironically, what you may 
not be getting is useful information. 


That's the whole reason for OfficeVision’’, a 
new software product from IBM. OfficeVision 
combines powerful tools in a way that links 
IBM systems together and helps you extract 
meaningful information wherever the data is 
hidden — in a personal computer next door or 
a large system several floors away. 


With its easy-to-use, intuitive, graphical 
interface, OfficeVision can help you find data 
wherever it is and manipulate it the way you 
want. Then you can test your ideas and make 
informed decisions — combining text, graphics 
and images to get your ideas across. 


How much does it cost to get out of the data 
maze? A lot less than you might expect. 
OfficeVision comes in different sizes, so you 
only pay for what you need. And that means 
you can take the shortcut without paying the 
toll. 


We're in the results business 





“IF A MAN HAS MONEY 


USUALLY A SIGN THAT HE KNOWS 


HOW TO TAKE CARE OF IT” 


EDGAR WATSON HOWE (1853-1937) - 





TAKEOVERS 


The right way to regulate 


the market 


emake bids in America tend to land in the courts. The takeover panel 
o 


the ring in British bids 


f Pea a are currently a high pro- 
file activity. They attract not only the in- 
volvement of businessmen, of bankers and 
“investors. They have increasingly become 
e stuff of political controversy and public 


‘curiosity. They raise issues of economic effi- 


ciency, management responsibility and per- 
sonal ethics. They can have consequences 
for those who do not own the companies 
concerned: employees, customers, some- 
times the regions in which the target com- 
pany operates. The present boom in take- 
overs has lasted much longer than its 
predecessors in the 1960s and 1970s. So it is 
not surprising that such an important aspect 
of economic activity raises a large further 
question of public policy: what is the most 
effective means of regulating their conduct? 

This issue is often couched in terms of 
self-regulation versus statutory regulation. 
The British system leans towards non-statu- 
tory control, with a broad approach to the 
tules which obliges them to be applied ac- 
cording to their purpose and spirit, not just 
their letter. The American system, in con- 
trast, leans towards statutory control, allied 

th the ability to challenge in the courts the 
~-nduct of directors. 1 will suggest that the 
British system is in many ways better: it 
more effectively gives shareholders an 
opportunity to consider a bid for their com- 
pany on an informed basis, in an orderly 
i , and free from any frustrating ac- 
tion by management. 

I will also ask whether the concept of the 
consultative service given by the takeover 
panel during a bid, which enables points of 
doubt to be raised and answered contempo- 
raneously and before irrevocable action is 
taken, could be applied to other aspects of 
City regulation. 


Holding the ring 

What is the ambit of the takeover panel’s 
work? We are not responsible for taking the 
economic decisions, such as whether a bid is 
high enough, or whether a particular form 
of paper is worthwhile or savours too much 
of the junk bond. These questions are for 
the shareholders. Nor are we involved in de- 
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relies on the spirit, not the letter, of its 
code. Better so, argues Lord Alexander, retiring c 


hairman of the panel 


cisions of general public interest, such as 
whether a takeover would create a monop- 
oly, would damage regional interests or 
hand over control of a strategically impor- 
tant British company to foreign interests. 
Assessment of these issues is rightly for the 
secretary of state for trade and industry, 
with political accountability, but advised by 
the Office of Fair Trading and, where appro- 
priate, by the Monopolies and Mergers 
Commission. The sole task of the panel, and 
it sometimes seems quite large enough, is to 
hold the ring between the parties, and, 
above all, to ensure fairness to all sharehold- 
ers of the target company. 

The panel’s role is thus essentially regu- 
latory. That is no doubt why, for most of its 
21 years, the chairman has been a lawyer. 
Our approach is founded on the takeover 


Lord Alexander of Weedon, a Queen’s 
Counsel and former chairman of the 
Bar of England and Wales, has headed 
the takeover panel since mid-1987. 
This month he has had the bid for 
B.A.T, Britain’s biggest bid ever, on 
his plate. On September 30th he leaves 
the panel, to become chairman of Na- 
tional Westminster Bank. 








code, based on a mix of broad principles 
with detailed rules. 





As a practising barrister all my life, Lin- _ 


evitably approached the panel system, 


I was asked to become its chairman in 1987, — 


with certain questions. Could you have a 

process which was both speedy and fair? 
Could you still operate a system which de- 
pended upon compliance with general prin- 
ciples and with the spirit, not the letter, of 


the rules? How did this work in a modern, 


competitive international financial market? - 
Could you in the present age avoid interven- 


tion by the courts? 3 
The Financial Services Act had just . 


been passed and its first detailed rule-book 
was being promulgated. The panel had been 


quite deliberately excluded from the statu- — 


tory scheme. Would it prove effective that | 
this aspect of City regulation should remain — 


non-statutory? What contribution can the 


criminal law, and prosecutions, make to 
City regulation? 

In always developing markets, with an 
ever increasing international dimension, no 


answer to these questions can be final. The 


most the answers can be is right for their 
times. The central issue is: which is most ef- 

fective, a wholly legalistic system or one in 

which conduct is governed by a mixture of 

dominant principles and detailed rules that 

exemplify and supplement them? 


The spirit of the rules 

There are three essential elements to the ef- 
fectiveness of the panel: flexibility, cer- 
tainty, and the obligation of merchant bank- 


ers and their advisers to consult ahead of 


action where there is any doubt as to the 


way the rules apply. This involves reliance - 


on the spirit, the purpose, of the rules. 


The panel has adopted this stringent re- | 


quirement of best practices since its incep- 


A 


tion some 21 years ago last spring. It is inter- _ 
esting that the Securities and Investments — 


Board (sis), whose rule book-was originally — 
protested against as being too legalistic, is — 


moving, under the skilful leadership of Da- ` 


vid Walker, to a “principle-oriented”, pur- 
posive approach. This is very different from 
the approach in the United States, but, 
firmly operated, it can more effectively pro- 
tect investors than what is sometimes called 
“black-letter law". That quaint phrase 
recognises that in a legalistic system people 
may study the print in order to devise ways 
round the spirit; and, less cynically, that, 


where new points arise, there may be M. 


in a legalistic rule-book which an app 
based on general principles can instantly 
adapt to. 

But if the approach is flexible, how can 
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ple know where they stand? One of the 
yy features of the system is the facility for 
nancial advisers to consult the panel’s ex- 
ecutive staff to resolve doubts before they 
t. This is not a widely reported aspect of 
ie. panel’s function. Yet it is probably the 
ntral element in its work. 
_. The decisions of the full panel, reported 
ith reasons, get widely publicised; the Brit- 
h Petroleum bid for Britoil, Guinness, 
ish Distillers, Consolidated Goldfields, 
d Storehouse are examples. But the pan- 
executive—its full-time staff, made up 
rgely of people on secondment but with 
€ cement of a number of able permanent 
iff—is involved in monitoring some 250 
ids a year. Where points of doubt arise, the 
chant-bank advisers are not only able 
at duty-bound to consult the executive in 
vance, to check that what they are plan- 
ng to do is within the code. They are not 
pected to rely on advice from their lawyers 
a justification for their action. What mat- 
rs is not the view of lawyers, which may 
ten be evaluated only after a breach, but 
he view of the panel before action is taken. 
- This constructive role, keeping the train 
| the rails rather than picking up the 
eces after an accident, is vital. To me as a 
Wyer, used to assessing and redressing the 
nsequences of disaster, such a process of 
constructive dispute-resolution is fascinat- 
and highly worthwhile. 


wing, but constant 


it of the nature of the core principles? It 
metimes said that the rule book has 
own. This reflects the wish of the panel to 
t, in its notes to the code, examples of 
w it has generally been applied in prac- 
, $0 as to give as much helpful guidance 
it can. But the rules all point back to the 
ntral features of the code. 

These are fourfold. First, the require- 
ment of equal treatment for all shareholders 
a certain class—hence the mandatory bid 
ce a stake reaches 30%. Second, that all 
hareholders must have equal information 
nd a reasonable time to consider it, so that 
he bid can be resolved against an orderly 
ime-scale. Third, that the management of 
he defending company should take no frus- 
ating action without the consent of its 
shareholders. Fourth, the requirement of 
closure, to assist in achieving that most 
elusive of concepts, the fair market. It is 
clearly better to insist on disclosure than to 
ban dealings by the principals to the bid. 
Bans on dealings, whether by principals or 
advisers, would simply leave the field open 
0 the arbitrageurs. 

= The third of these principles—no frus- 
rating action—is of central importance to 
he orderly conduct of takeovers. It reflects 
he fact that, as is clearly demonstrated in 
he United States, management under pres- 
sure does not always find it easy to distin- 
guish between its own interests and those.of 


p. 





its shareholders. This provision of the code 
has no counterpart in America. The role of 
the Securities and Exchange Commission 
(sec) there is limited, being concerned es- 
sentially with disclosure and not with ensur- 
ing that the bid can actually be decided by 
shareholders in a proper time-scale. 

A recent, instructive case history of the 
American system in action was the attempt 
of Paramount Communications to bid for 
Time Inc. Paramount wished to offer $200 
per share for Time. The management of 
Time had, however, planned a merger with 
Warner Communications. 

The court cleared Time to proceed with 
its merger. Under Delaware law, the board 
was under no obligation to consider bids if 
the company never put itself up for sale. 
Time and Warner argued that their merger 
had been planned for a long while, and that 
Time had never put itself up for sale, despite 
its agreement to transfer more than 60% of 
its shares to Warner. The judge ruled: 

While some shareholders, even a majority of 
shareholders, may disagree with the wisdom of 
their choice, that fact provides no reason for 
this court to force the directors, under the guise 
of a fiduciary obligation, to take another, more 
popular, course of action. 


The Wall Street Journal noted the contrast 
between the American and British systems 
thus: "The differences can be reduced to a 
pair of observations. lt is better to be a 
shareholder in Britain. It is better to be a 
lawyer in America." It concluded: "It seems 
Clear that takeover battles should be decided 
on the basis of economics, not legalism. Put 
another way, shareholders surely know their 
own interests better than any judge can." 

It is precisely this opportunity for share- 
holders which the anti-frustration provision 
of the takeover code seeks to afford. 


The law's delays 


The importance of a nor-legalistic ap- 
proach, which would become impeded and 
bogged down by action in the courts, has 
been recognised by the Court of Appeal in 
this country, led by Lord Donaldson with 
his conspicuous . commercial sensitivity. 
That court has declined on three occasions 
to intervene in response to challenges 
brought at law during the course of a bid. 

In the first such case, Datafin, he in- 
stantly recognised that if the courts had 
gone down the route of potential interfer- 
ence, litigation would have been used for the 
tactical purpose of delaying takeovers, in the 
hope that market conditions would change 
or that a legal trip-wire could be laid across 
the advisers’ path. Lord Donaldson high- 
lighted the special nature of the panel's 
work, the time-scales inherent in the mar- 
ket, and the need to safeguard the position 
of third parties, who would be trading on 
the assumption that the panel's rules and 
decisions were valid. 

The court concluded that any review of 





panel decisions should be held only after the 
bid process was complete. This would en- 
able the courts to prevent any repetition of 
error by the panel, and would relieve indi- 
viduals of the disciplinary consequences of 
any wrong decision. But it would not inter- 
fere with the bid timetable, nor prevent 
shareholders considering the offer. Such an 
approach was crucial if a system of speedy, 
effective dispute resolution was to be 
preserved. 














The time that litigation could take, if 
permitted during the course of a takeover, 
was vividly if indirectly demonstrated in the 
legal action brought by Guinness seeking to 
prevent the panel from investigating a 
breach of the code after that company's 
takeover of Distillers was complete. 

Since the facts which gave rise to the 
breach of the code were concealed from the 
panel during the takeover, and only began 
to emerge after it was over, the proceedings 
of the panel that Guinness was challengi 
could not affect the outcome of the bid... 
the courts were clearly entitled to entertain 
Guinness's argument that they should re- 
view it. But the overall process of judicial re- 
view took exactly one year. 

We at the panel ultimately achieved re- 
compense for certain categories of former 
shareholders in Distillers with our order for 
£85m compensation. But the legal action 
significantly delayed the panel in this task. 
Delays during a takeover—even if much 
shorter, reflecting the concern of our courts 
to act speedily where necessary—would 
wholly disrupt the orderly conduct of a bid. 


Regulate yourselves 


The task of securing City standards cannot 
rest, however, with the regulators alone. 
The role of compliance officers is crucial. 
They are not obviously profit-making, but it 
is increasingly appreciated that the absence 
of effective compliance can lead to aberra- 
tions which, if discovered, have a very nega-..- 
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tive effect on a firm's profit-earning capac- 
ity. Their work is not just a necessary evil. 

Nor is it just a public duty. The proper 
conduct of markets is crucial to the success 
of the City, but the proper conduct of orga- 
nisations is crucial to their ability to con- 
tinue trading. In multi-service organisations, 
with Chinese walls to be enforced, false mar- 
kets to be avoided, and detailed disclosure 
to be made, vigilant compliance is necessary. 

The Blue Arrow saga has contributed to 
increasing recognition that compliance 
must not be based on mechanistic controls, 
but must aim to secure best practice. This 
has to be achieved against a background of 
steadily rising standards. Compliance offi- 
cers must recognise that a decision which 
may be within the letter of current regula- 
tion may be censured subsequently, against 
developing expectations of propriety. In 
such a climate, common prudence should 
discourage any sailing close to the wind. So 
should the compliance officer: meeting the 
letter of the law is not the ultimate target, 
nor will it satisfy what society increasingly 
expects, broad propriety of dealings. 

In no area is this more true than take- 
overs. They involve the skills, competitive- 
ness, and sometimes aggression, which in a 
former age were channelled into territorial 
conquests or the tournament. As the con- 
flict reaches a climax, the stakes become 
ever higher. The drama, heightened by me- 
dia attention, makes failure almost unthink- 
able. The pressures on advisers are intense: 
their reputations are at issue, and their 
money—the success fee will be much higher 
than the fee for trying and failing. 

In all this the advisers, and through 
them their principals, remain bound by a 
quasi-professional duty to the code. Often 
the advisers are buffeted between their cli- 
ents and the panel. But despite all these 
pressures, and especially when they know 
that the panel's constructive help can turn 
to vigilant inquisition when need arises, 
these financial advisers have generally, over 
the years, played fair with the system. There 
have been exceptions—there always will be 
in entrepreneurial financial markets, how- 
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ever regulated—but overall their contribu- 
tion has been conspicuously responsible. 
So it should be. To attract worthwhile 
people, firms must have standards. More 
prosaically, if the financial advisers did not 
discharge their duty, they would lose their 
leading place in the system to lawyers, as in 
the United States, Australia and Canada. 
Britain’s leading law firms already are in- 
creasingly playing an important role, 


An example for others 


Can the system hold? It has survived the im- 
pact of Big Bang. But there are always new 
challenges. Most recently, we have had to 
consider the inter-relationship between the 
code and American regulatory procedures, 
in the bid for B.A.T. The European Commu- 
nity directive on takeovers is the next chal- 
lenge. Whilst the directive would provide a 
minimum basis (although far less than the 
code) to assist the fair conduct of bids, it 
would not significantly open up other coun- 
tries to real reciprocity. The accessibility of 
public companies for unilateral bids is deter- 
mined more by historical economic develop- 
ment and culture—German banks’ control 
of industry is an example—than by regula- 
tory standards. It is doubtful that the slen- 
der benefits of minimum harmonisation 
would be worthwhile if the price were an ob- 
ligation to make our system statutory. For it 
would seem difficult to devise a statutory sys- 
tem that preserved both the key elements of 
flexibility and freedom from legal interven- 
tion. Yet these are crucial. 

Contemplating the future of the panel, I 
sometimes recall the response of Benjamin 
Franklin, on a September day in Philadel- 
phia in 1787, to the lady who asked whether 
the United States were to have a republic or 
a monarchy. “A republic,” he said, “if you 
can keep it." The concept of the panel, non- 
statutory and flexible, has constantly to be 
justified if we are to keep it. Its work has to 
be demonstrably tight, forceful, efficient 
and responsive to new situations if the mer- 
its of the system are to continue to outweigh 
calls for rule by legislation. 

So it is in no spirit of complacency or 





idealism that I commend the panel’s work. 
Nor do I underestimate the importance of 
the criminal law and its potential deterrent 
effect. But strict law, and the threat of pros- 
ecution, will not be effective on their own to 
maintain and enhance City standards. It is 
significant that in his revision of the siB rules 
David Walker has proposed an approach to 
his rulebook—general principles, exempli- 
fied by detailed rules—which is strikingly 
similar to the panel system. 

Introducing his proposals he argued 
that 

Emphasising fundamentals should indeed 

make the regulatory system more robust and 

contribute to still higher standards. 
Some say this reflects a yearning for what are 
unfairly caricatured as the old days in the 
City, a so-called old boys’ club, operated by 
and for insiders, with tolerance and reliance 
on informal sanctions. To me the object and 
impact of an approach based on principles ` 
precisely the opposite. It is much more on 
ous in terms of responsibility, if not of cost, 
to be required to operate best practices, and 
comply with the spirit of regulation, than to 
be able to follow slavishly the letter of a rule- 
book. Nor will the latter course impress the 
financial press, politicians or the public, 

If this is to be the focus, ought there to 
be a more general machinery of the kind 
that the panel has for advance consultation? 
It is not unreasonable, if strict laws are 
clearly drafted, to require individuals to take 
their own advice and comply with legisla- 
tion. It is more difficult to expect them to be 
able always to assess correctly the more diffi- 
cult question of the propriety of an action. 
Borderlines, even as to ethics, can be fine. 

Professional bodies have machineries 
which allow their members to take advice on 
points of doubt ahead of action. At the take- 
over panel, the consultative system is at the 
very heart of the process. Those involved in 
the bid can be treated fairly, achieve c 
tainty and avoid retribution by resolvi... 
points contemporaneously. They are also at 
risk if they do not do so. Non-consultation 
can be a disciplinary offence. This of itself is 
a deterrent to the gung-ho tactics of acting 
first and arguing the toss afterwards. 

Could, and indeed should, such a con- 
sultative service be available to those who 
fall within the revised sip approach? It would 
call for a harmonised approach between the 
SIB, the financial industry's various self-regu- 
latory organisations and possibly the Inter- 
national Stock Exchange. But it would offer 
fairness to those who have the onerous task 
of assessing propriety in a constantly chang- 
ing world. It would be a deterrent to those 
who might otherwise seek to walk a regula- 
tory tightrope, ready to argue afterwards 
that they had not fallen off. And for the pro- 
tection of investors, prevention of abuse is 
much more effective than the most deter- 
mined attempts to obtain a cure. 
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Hawke swoops, 
the worm turns 


ssful elections behind 
Mr Bob Hawke and 
his Labor government face a fourth one that 
will be tougher. It has been preceded by a 
strike of airline pilots that threatens to 
crash-land both the party and the economy. 
If the pilots get the huge wage rise they want, 
her workers will want one too. Mr Hawke 
fighting the pilots’ claim with an armoury 
of unLabor weapons, hoping thus to win the 
élection and set Australia on the way to 
more of the success he claims to have 
brought it already. © 
After six and a half years of Labor rule, 
the economy is in some ways much stronger 
than it was. Public spending has been cut 
from 42% of Gp» to 36% since 1983-84; the 
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government's budget is now in surplus; a.. 


higher proportion of GDP is going to invest 
ment than at any time in 40 years. But as the 
public sector tightened its belt the private 
sector threw away its braces. Its large bor- 
-| rowings pushed up demand, increased im- 
ports and sent the country's current-ac- 
count deficit up to 5% of pp, the largest in 
the OECD. Australia's net foreign debt of 
A$108 billion ($84 billion) is the world's 
third largest. 
^^ Domestic interest rates now top 20%. 
With fiscal policy already tight, the treasurer 
nance minister), Mr Paul Keating, has 
"faised interest rates to get demand under 
control. This is unpopular in a country with 
the world’s highest ‘rate of owner-occupa- 
tion and no tax relief on mortgage-interest 
payments. Yet. Australians carry on spend- 
ing on other things too, and most of them 
ate imported. The current-account deficit is 
still widening. Interest rates may need to 
stay high at least until the end of the year, 
leaving the government little time to cut 
mortgage payments before the election. 

To limit wage inflation, the government 
has made a deal with its friends in the Aus- 
tralian Council of Trade Unions (ACTU), of 
which Mr Hawke used to be president. In 
exchange for wage restraint, the unions are 
promised tax cuts and more jobs. The ac- 
cord has worked well. Real earnings have 
fallen sharply, while industrial relations 
have been generally tranquil. The current 
guideline for pay increases is 6%, against an 
-inflation rate of 7.6%. 
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The pilots employed by the domestic 
carriers, Ansett and Australian Airlines, 
want more, much more. They have stopped 
work and resigned in pursuit of their claim 
for a rise of 291/96. The government and the 
ACTU are united against them. The pilots 
are able to make their stand because of flaws 
in the way Australia's economy works, 
which Mr Hawke's government has barely 
begun to tackle. 

The weakness of the accord between 
government and unions, like any incomes 
policy, is that it tends to squeeze wage rela- 
tivities and build up pressures for change. 
Allowing a free-for-all now would invite a 
wage explosion. Defenders of the accord ar- 
gue that it has become more flexible in the 
past two years, allowing bigger pay rises in 
return for more productivity. By skilfully ex- 
ploiting those rules, the pilots could perhaps 
have bargained their way to salary increases 
of 1296; since their average flying time was 
only eight hours a week—half that flown by 
pilots in America—there should be plenty 
of room for improving productivity. 

The pilots' revolt highlights bigger 
shortcomings. One is Australia's tradition 
of centralised wage-fixing, in which a quasi- 
legal organisation fixes wages and settles dis- 
putes, or at least tries to. Until wages are set 






by markets, not by superannuated 
and trade unionists acting as “arbiter: 
Australian economy is bound to $ 
tortions, and politicians are bound to 
tempted by centralised solutions like 
comes policies. The entire wage-fixing s 
tem will, in due course, need reforming. 
The unions need reforming too. M 
are based on crafts or occupations, t: 
than covering a whole industry, so empl 
ers may face up to ten different unions i 
plant. When firms make deals to i 
their own productivity, the unions may 
sist on similar pay rises for their member: 
plants that have made no such deal. 
The airlines need reforming too. Th 
is a mismatch between free wage-bar; 
and strict industrial regulation like tl 
plied to transport in Australia. The "t 
airlines” policy protects Ansett and 
lian Airlines from competition on dom: 
routes, leaving the twins free to 
higher wage costs to their customers. 
best way to reduce pilot power is to di 
late the industry. T 
The timid deregulation planned fo 
vember 1990 will open domestic routes 
other Australian airlines, but foreign a 
lines will remain barred and Ansett 
Australian Airlines will retain control of 
air terminals. To fight the pilots, Mr Ha 
has temporarily given the international ai 
lines the right to pick up domestic trafi 
he beats the pilots, he could keep them 
beaten by making the opening perman 
and speeding up airline deregulation to ben- 
efit passengers rather than the industry’: 
proprietors and workers. 
Before the dispute the Labor govern 
ment was looking tired, and after it b 
out the prime minister spoke and acted pet- 
ulantly. Many Australians doubted wheth 
such a team could beat the pilots, let aloi 
carry through the necessary structural: 
forms. But new vigour was suggested by t 
sight of Labor politicians, under a form 
president of ACTU, employing the air force 
and foreign airlines to crush a union—à 
even compensating the airlines for some 
their losses during the dispute. The ópposi 
tion, which at first thought it saw a gre 
opportunity, now looks helpless. 5s 
The pilots have changed their tune, 
least to the extent of wanting to m 
some sort of productivity deal. The g 
ment and the airlines are refusing to 
Mr Hawke scents victory. Various expe 
ents have brought domestic flight capaci 
back to 4096 of normal. Tourism is hard hit 
but Australians, passionate for equality 
have few tears to shed for the pilots, wh: 
already on three times average earnini 
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Mr Hawke can beat them he will win the ap- 
à plause that goes to a tough fighter, and be 
_ well placed to use an election victory as a 
springboard for reform of industrial rela- 
tions and deregulation of markets. 





Afghanistan 


Mujaheddin 
misery 


HE relief of Kandahar was a pretty im- 
- 4 pressive military coup. Cut off by road 
for almost two years, the ancient city was 
one of the loneliest outposts of communist 
le, marked down as likely to fall to the 
anti-communist guerrillas, the mujaheddin, 
- soon after the Russians left Afghanistan last 
- February. No more. Last week the first of 
- 1,300 lorries trundled into the city, at the 
- head of a government convoy carrying food, 
arms and ammunition. Guarded by some 
200 tanks and armoured vehicles, and pro- 
tected by the Afghan air force, the convoy 
had fought its way for three weeks across 
= 500 miles of guerrilla-held territory from 
Towraghondi on the Soviet border. 
= Nothing, it seems, is going right for the 
-mujaheddin. The ignominious collapse of 
their massed assault on Jalalabad earlier this 
-year persuaded them to revert to the siege- 
and-ambush tactics they used against the 
Russians. That strategy too is going no- 
where. They have failed to starve into sub- 
mission any of the principal cities they are 
supposed to be besieging—Jalalabad and 
- Herat, as well as Kandahar. They have not 
stopped the Russian-backed government 
- building up these cities’ stocks of fuel, arms 
. and ammunition. In a month snow will cut 
the guerrillas’ supply routes from Pakistan 
. and bring the main fighting season to an 
. end. The government's garrisons may now 
be sufficiently reinforced to see them safely 
through to spring. 


b 
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HE prime minister of Pakistan needs 

all the friends she can get. Miss 
Benazir Bhutto will no doubt make some 
new ones on October 18th, when she 
joins the leaders of 48 Commonwealth 
countries in Kuala Lumpur for their 
week-ong two-yearly jamboree. They will 
do the prodigal daughter proud, in the 
formal sessions and at the weekend when 
the political bosses retreat to a civil-ser- 
vant-free zone. 

Miss Bhutto's father, Zulfikar Ali 
Bhutto, took Pakistan out of the Com- 
monwealth, the club of countries once 
ruled by Britain, by mistake in 1972. He 
was angry because Britain had recog- 
nised the independence of Bangladesh, 
which had broken away from Pakistan 
with India's help. The then secretary- 
general of the Commonwealth, Mr Ar- 
nold Smith, a Canadian, heard that he 
had lost a member over the radio in his 
car in Karachi, while on his way to ex- 
plain that the Commonwealth should 
not be punished for the action of only 
one among what were then its 31 mem- 
bers. 

To get back in again the Pakistanis 





Making friends, or making policies? 


The return of the prodigal daughter — | 





needed to restore the democracy that all 
Commonwealth members praise, though 
some fail to practise. Miss Bhutto’s elec- 
tion last November did the trick. The. 
current secretary-general, Mr Shridath 
Ramphal, a Guyanese of Indian origin, 
eased Pakistan back into membership. 
Queen Elizabeth, the head of the Com- 
monwealth (and Queen of 17 of its mem- 
bers), was pleased to give Miss Bhutto 
lunch in London last July. 

The Commonwealth no longer has to 
cajole new members; it confidently ex- 
pects that Namibia, once free of political 
subjection to South Africa, will become 
its 50th. In Kuala Lumpur its leaders will 
add another nicely drafted declaration to 
the world surplus of good intentions on 
the environment, and pass sweet-sound- 
ing resolutions about world economic 
co-operation. But they are short of prac- | 
tical business. British decolonisation is 
over, except for the hard case of Hong- 
kong, and the Commonwealth is not 
about to take on China. The club is in 
danger of having nothing much to ex- 
press but its members’ mutual friendli- 
ness—good news that is no news at all. 












































Mr Ahmad Shah Masoud, the 
mujaheddin commander who leads several 
thousand fighters in the Panjshir valley in 
the north-east, recently cut the Salang high- 
way between the Soviet border and Kabul. It 
was a rare and short-lived success. Big gov- 
ernment convoys drive regularly along the 
highway, supplementing supplies arriving 
over the Soviet “air bridge" of transport air- 
craft that make up to 40 flights into Kabul a 
day, each carrying around 40 tonnes of 
food, goods and military equipment. The 
road from Kabul to Jalalabad is now mostly 








open; the mujaheddin who once controlled 
it have been pushed back towards the Paki- 
stani frontier. Efforts by the Americans and 
the Pakistanis to kick-start a country-wide 
guerrilla offensive have come to nothing. 
The conflict has degenerated into a 
long-range rocket war. As in Lebanon, civil- 
ians are the main victims. During August 
350 rockets fired into Kabul killed 108 peo- 
ple and wounded 306; in July the death toll 
was 250. The effect has been to turn Kabulis 
against the mujaheddin and increase their 
support for President Najibullah’s call for 
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“national reconciliation". 

The mujaheddin front continues to split 
along traditional faults: between Pathans 
and non-Pathans, Shia and Sunni. The feud 
between two main Sunni factions, the Hesb- 
i-Islami and the Jamiat-i-lslami, is worsening. 
Since Iran and the Soviet Union grew more 
friendly the Iranian government has called 
for a political settlement; the Iran-based 
Shia factions are expected to follow suit. 

Disillusioned by the squabbling and 
worried by the disproportionate flow of 
arms to extreme Islamic groups, the Ameri- 
cans have changed their strategy. They have 
cut the stipends of the mujaheddin leaders 
in Pakistan, and are trying to bypass them 
by providing arms directly to the 
mujaheddin commanders. The main result 
has been to deepen the rift between the 
commanders and the leaders in Pakistan. 

Officially, the Americans still oppose 
negotiations with the regime in Kabul. Un- 

ficially, they are more flexible. Pakistan's 
. ime minister, Miss Benazir Bhutto, who 
favours a political settlement, seems to have 
got her country’s military establishment to 
accept her point of view. On September 
13th Pakistan’s army chief, General Mirza 
Aslam Beg, said the mujaheddin should 
open talks with the communists if President 
Najibullah stepped down—adding that the 
Russians were ready to replace him. Some 
months ago that was certainly so; Dr 
Najibullah himself offered to step down “if 
it brought peace". Today the president 
holds so many cards that there may be little 
reason for him to go voluntarily—or for the 
Russians to push him. 





The Philippines 


Uplift that gun 


'OM OUR PHILIPPINES CORRESPONDENT 


GE politics crops up everywhere, its 
parties hiding behind ingenious acro- 
nyms. The Philippines’ tongue-twister is the 
National Action for the Total Uplift and 
Restoration of the Environment, long for 
NATURE. lt is seeking a million signatures for 
a petition to save endangered members of 
the species homo sapiens, maintaining that 
survival for its Philippine variety requires 
the banning of guns. 

The islands’ heavily armed Communist 
insurgency claims more than 3,000 lives a 
year, a large if not decisive contribution to 
the killing problem. Guns are carried every- 
where by 250,000 members of the armed 
forces, who often shoot each other by mis- 
take or when drunk. But not only soldiers 
carry firearms. Guns and gunslingers are the 
heroes of the Philippines’ macho society. 
Television, the cinema and the newspapers 
are ol with those—good or bad— 
who shoot their fellow-humans. Boys are 
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Bang, you’re dead, and the gun is legal 


brought up to emulate their deeds. 

Mrs Cory Aquino is president because 
her husband was shot dead in 1983. She 
wants to bring down, by example from the 
top, the rising murder rate. This month she 
has maddened 100 senior congressmen by 
ordering the destruction of 150 Uzi sub- 
machineguns, confiscated by the customs 
when the politicians tried to import them 
for their own use and that of their body- 
guards. This has so annoyed the Speaker of 
Congress, Mr Ramon Mitra, that he has re- 
signed as head of the governing party. 

The wild-western way of life and death 
was brought to the Philippines by the Amer- 
ican cowboys and vigilantes who, treating 
the natives like Red Indians, colonised the 
country at the turn of the present century. 
General John “Blackjack” Pershing, com- 
manding the “pacification” campaign in the 
Muslim south of the Philippines, com- 
plained that, though the American army's 
small arms might perforate the knife-wield- 
ing Moro tribesmen, they did not stop them 
coming on in their death-throes to decapi- 
tate his men. To match his specification the 
Colt company developed its hammer-blow 
.45 revolver. The Colt .45, the ultimate 
macho weapon, remained in American army 
service until 1987. Tens of thousands are 
still carried by the 200,000 private security 
guards who protect rich Filipinos’ homes 
and offices. 

The law prescribes severe penalties for 
those who carry unlicensed guns. It is rarely 
enforced. Weapons are plentiful, cheap and 
openly traded. Local smiths make crude but 
lethal paltiks; more orthodox arms are im- 
ported, or sold unlawfully by their legal pos- 
sessors. Not since 1972, at the outset of mar- 
tial law, has the government tried to take 
over illegal weapons. In six weeks 600,000 
firearms were collected in that exercise. The 
haul included anti-tank grenade launchers 





and an anti-aircraft gun. 

The lobbyists of NATURE want to pro- 
hibit the carrying of firearms by all but uni- 
formed troops and policemen on active 
duty. They originally wanted the death pen- 
alty brought in for offenders (as in Hong- 
kong and Malaysia) but gave that up be- 
cause it would have cost them the support of 
the Roman Catholic church; the 1987 con- 
stitution anyway bans the death penalty. Yet 
conservation of Filipinos requires excep- 
tional measures. A few days after Mrs 
Aquino had announced the destruction of 
the congressmen's Uzis, customs officials at 
Manila airport seized 336 more weapons. 
The would-be importer was a congressman. 
— 





Cambodia 
Will it really make 
no difference? 


FROM OUR CORRESPONDENT HO CHI MINH CITY 


EACE of a sort is in sight for the Viet- 

namese, after half a century of more or 
less continuous fighting with assorted ene- 
mies, not least each other. On September 
26th, their rulers promise, the last 26,000 
men of a Vietnamese army that was once 
200,000 strong will have left Cambodia for 
good. For the Cambodians, war seems set to 
continue. Vietnamese officials explain that 
their soldiers are leaving not because they 
have won a victory but because they have 
“fulfilled their duty". This seems to be in- 
tended to mean that the regime they have 
nurtured in Phnom Penh must make its own. 
way, for all that it has made no agreement 
with the three-party Cambodian resistance. 

Vietnam's aging Communist leaders 
probably do intend to get their soldiers out 
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completely. For two years they have been 
- struggling to revive their prostrated econ- 
omy. They long for better relations, in trade 
and diplomacy, both with China and with 
the United States. They need to recover 
some credibility among their own people. If 
they fail to pull out of Cambodia, nobody 
will believe a word they say on anything else. 
Still, there are doubters. 

The Vietnamese are getting as much 

publicity as they can from their departure. 

ey are making the most of the presence in 
Cambodia of around 100 observers, includ- 
ing 20 Thai and five Cuban officials, and 
even a couple of British Labour politicians, 
not to mention several hundred uncomfort- 
able journalists. But no proper international 
checking mechanism exists, because the 
Paris peace conference collapsed in August. 
The sceptics therefore ask whether the with- 
drawal will be complete. The Thais, echoing 
the Cambodian resistance, say some Viet- 
namese soldiers have been left behind, dis- 
guised in Cambodian uniforms. 

This is partly a good excuse for continu- 
ing military aid to the resistance. But it also 
reflects genuine doubts that Vietnam is 
really willing to leave Cambodia while the 
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Homebound soldiers are peaceniks too 


future of the regime it installed there is still 
so doubtful. After more than a decade of 
fighting, the Vietnamese army has been un- 
able to destroy the guerrillas of the Khmers 
Rouges, the strongest of the three resistance 
groups. Why should its Cambodian proté- 


gés succeed where its own men have failed? 

The Vietnamese generals say the gov- 
ernment they are leaving behind in Phnom 
Penh has an army of 40,000 or more men. It 
is backed by a militia variously reported to 
have between 100,000 and 300,000 men. 
Against this, say the Vietnamese, the resis- 
tance can muster only 39,000 guerrillas in 
all, only 17,000 of them being Khmers 
Rouges. Other people put Khmer Rouge 
strength at more than double that. The 
Vietnamese say all three groups have been 
receiving “massive” arms aid, including, last 
month, some heavy artillery. But they add, 
predictably, that the resistance has managed 
to capture little territory, though reports 
from the Thai border say the guerrillas have 
lately pushed a little farther into Cambodia. 

If Vietnam's optimism is justified, the 
departure of its soldiers from Cambodia will 
not immediately be followed by great bat- 
tles, let alone by a Khmer Rouge assault on 
Phnom Penh. But if the regime they leav 
behind continues to block a power-sharin, , 
deal, and if the resistance goes on getting 
arms, Cambodia may not see peace for years 
to come. 











The gilt-edged diaspora 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


gps LYDIA DUNN, Hongkong’s 
answer to Mrs Thatcher, could 
barely hold back her tears when, in April, 
she spoke of Hongkong people “scouring 
around the world to find somewhere else 
to take them in". On June 4th came the 
shooting in Tiananmen Square. Since 
then the scouring of worried Hong- 
kongers has known no bounds. 

Early in September a property com- 
pany held an exhibition in the Mandarin 
Oriental hotel to demonstrate a way of 
getting hold of a European Community 
passport. Buy a house in Portugal, apply 
for a resident's visa, and have a lawyer re- 
new the visa every year for five years. In 
the sixth year apply for a Portuguese pass- 
port, which frees you to enter all other EC 
countries after 1992. More than 300 peo- 
ple turned up, some ready to pay more 
than HK$500,000 ($64,000) for a house 
in the Algarve. 

A Belize passport is cheaper, at 
$23,800. The money is paid to the Belize 
government, destined for a state-run in- 
vestment fund (for the benefit of the state, 
not the investor). After June 4th the con- 
sulate started receiving more than 80 in- 
quiries a day; it still receives 40. Officials 
say about half the inquiries are followed 
by applications. One attraction of Belize is 
that passport-holders are not required to 
go and live there. 


The consulate of the Gambia, after 
June 4th, received more than 200 passport 
applications under a business investment 
scheme, at $15,000 a time; the govern- 
ment, overwhelmed by numbers, granted 
only a handful of passports and may yet 
stop the scheme altogether. Tonga is an 
understandably popular destination. Pass- 
port applications have been received at 
consulates as diverse as those of Iceland, 
Sri Lanka, Honduras and, yes, South Af 
rica. Passport consultants, some of them 
scrupulous, multiply to market exotic des- 
tinations. 

Most would-be emigrants prefer Can- 
ada, America or Australia. After 
Tiananmen Square the Australian consul- 
ate received more than 3,000 inquiries a 
day, and had more than 43,000 between 
the beginning of June and the end of Sep- 
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tember. Many applications will succeed. 
Australia has no immigration quota for 
Hongkong, but deals with applications on 
a points system on which well educated 
Hongkong people can score high. 

Hongkong’s government reckons that 
about 55,000 people will leave the colony 
next year, which is 23% more than are 
leaving this year. Footloose locals hope 
that legislation in the United States could 
increase Hongkong’s immigration quota 
there from 5,000 to 10,000 or more, 
which would boost the figures again. 

The brain drain is hurting. Labour 
costs are rising fast. Banks and hotels have , 
difficulty keeping staff. The Australian 
airline Qantas has pinched a number of 
technicians from Cathay Pacific, based in 
Hongkong. Pharmacists and teachers are 
running short. A spokesman for the 
Catholic Church, Father Louis Cha, 
matches a drop in local church-goers 
(270,000 in 1983 to 255,000 last year) 
with an increase in the number of Can- 
tonese masses celebrated in Vancouver. 

Mrs Thatcher may try to ease 
Hongkongers' passport worries when she 
meets the other heads of Commonwealth 
governments in Kuala Lumpur next 
month. She is expected to ask her col- 
leagues to give confidence-building assur- 
ances about treating seriously the pass- 
ports that Hongkong people will hold 
after 1997, when China takes over. But 
that would not bring the Hongkong price 
for an American passport down below 
that of a Rolls Royce. 
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TRUST THE HALIFAX 
O FIX THE INTEREST RATE 
WHATEVER THE CLIMATE. 


The financial climate is often unpredictable. 
Which is why you should invest wisely and not just 
settle for any port in a storm. 

The new HALIFAX FIXED RATE INTERNATIONAL 
is a safe haven for investment and a guarantee against 



























4, uo unstable interest rates. 
pl * 7 5 E ^ 
f / x ^ fp 7 gts It's a Jersey-based sterling deposit account, 
e A vA open solely to those people not ordinarily resident in 
A * d COND the UK. The kind of people who want a guaranteed 
/ fixed interest rate and who are willing to leave their 


investment untouched for a period of 12 months. 

There is a minimum investment level of 
£10,000 and the interest rate on your account is fixed 
on the day that we receive your funds. 

But as interest rates can vary from time to 
time, you can call our Halifax Jersey Helpline now 
on (0)554 59840 for information on today's current 
fixed rate. 

Being Halifax Building Society, you can expect 
a highly competitive rate. And being offshore, you can 
expect high interest with no UK income tax deducted. 

You can take your interest at the end of the 
term. Or opt for a monthly income, with which you 
can pay bills and set up standing orders and direct 
debits via our variable rate account HALIFAX DEPOSIT 
INTERNATIONAL. 

Alternatively you can have your monthly 
interest paid directly into your UK or Channel 
Island bank account. 

Send in the coupon now for more detailed 

= formation and conditions of issue, and we'll help 
you weather any storm. 





E Halifax Building Society, International Investment Uns, | 
Ingouville House, Ingouville Lane, St Helier, Jersey, C. Islands. 
Please send me details of HALIFAX FIXED RATE INTERNATIONAL C 
HALIFAX DEPOSIT INTERNATIONAL O 


Name Title 
Address 

















Country Date 





Nationality 





| 
| 
| 
| TdNe ni 
| 
| 


soona | 


THE WORLD'S N° I 
Byopening a deposit account you become a depositor with the Society. Depositors are not members ofthe Society and Halifax Building Society, International Investment Unit, 


only certain members can vote on resolutions, Only members can attend at meetings of the Society. Copies ofthe most Ingouville House, Ingouville Lane, St. Helier, Jersey, Channel Islands. 
recent audited accounts are available on demand. Halifax Building Society's principal office is in Halifax, UN. Fax No: (0)554 59280 Telex No: 4192584 


SHANGRI-LA INTERNATIONAL: AUSTRALIA (008) 222 448 « BANGKOK (2) 236 7777 * HONG KON 
SHANGRI-LA INTERNATIONAL HOTELS and RESORTS: CANADA © CHIN 











m 810 7782 * KUALA LUMPUR (03) 230 6248 € SINGAPORE 235 1311 * TOKYO (03) 667 7144 
IJI $ HONG KONG * MALAYSIA * PHILIPPINES * SINGAPORE + THAILAND. 


In 





Asia-Pacific 





where else 





but the 





Shangri-La 





There is one hotel group 
where you 
can always stay on top 
Shangri-La International 
A fine collection of 
luxurious hotels and 
resorts, consistently 
recognised as one 
of the world’s leading 
hotel groups 
Shangri-La International 


Where else 
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SHANCRI-LA INTERNATIONAL 
HOTELS aoa RESORTS 





























Be not 
led astray 
by the clamour 
of the market. 


Bu 
blue chip. 





Dash 8 is the classic blue chip 
investment It pays off in the long 
run - and pays dividends from 
Day One. 

Capital investment. Dash 8 offers 
better value for the upfront outlay. 
Superior structural integrity affords 
an economic life in the order of 
160,000 cycles and a remarkable 
return on investment. Historically, 
de Havilland aircraft retain high 
residual value. 

Daily Dividends. Dash 8 turns in 








lower operating costs. Powered 
by Pratt & Whitney Canada's new 
generation PW100 series engines, 
Dash 8 is commendably fuel 
efficient. Moreover, Dash 8 has 
stamina to fulfill the rigorous 
schedule of a regional airliner, 
Maintenance is fast and simple; 
the aircraft spends less time out 

of service. 

Economies of scale. As a family, 
Dash 8's 37 to 40-seat Series 100 
and 50 to 56 seat Series 300 offer 





. 


attractive economic advantages. Cock 
pit design is virtually identical, so its 
easy to substitute one for the other, as 
capacity demands - without chang 
ing crews. And up to 85% of line 
replaceable units are interchangeable. 
The payout, Passengers know they can 
rely on Dash 8. Dispatch reliability 
and schedule completion are typically 
in excess of 9995. Which translates 
into stronger passenger loyalty, and 
greater payolt. 

Blue chip all the way. Born of the 


ELM : 
ane teen diia 


de Havilland tradition of robust and 
reliable aircraft, and built by a mem 


ber of the pre-eminent Boeing family, 


Dash 8's credentials are blue chip 
through and through. Small wonder 
Dash 8 returns blue chip profits - 
short term and long term. 


Profitability. 





Boeing Canada 
de Havilland Division 





In 1974, the SY SAMSUNG GROUP sold $05 million worth of semiconductors. By 1988 it had 


increased sales to $905 million a year, making it the fastest-growing producer in the world. 





ITS ONLY THE BEGINNING. 
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Trust a bear 
to find an individual approach. 


Quite often, successful asset management requires an individual approach 
based on specific client objectives. Bank Julius Baer, one of Switzerland’s 
most prestigious private banks, serves private and institutional investors 
around the world. With more than 40 years of specialized experience, we are 
committed to conservative yet innovative investment principles. 


Bank Julius Baer. Our personal service is hard to beat. 


JBB 
BANK JULIUS BAER 


For the Fine Art of Swiss Banking 


Zurich, Bahnhofstrasse 36, 8010 Zurich, Tel. (01) 228 51 11 
London, Bevis Marks House, Bevis Marks, London EC3A 7NE, Tel. 01-623 4211 
New York, 330 Madison Avenue, New York N.Y. 10017, Tel. (212) 949-9044 
San Francisco - Los Angeles Mexico City - Hong Kong * Tokyo : Geneva - Munich 





Member of IMRO and TSA 





AMERICAN SURVEY 





Brown (left) urges Mitchell (centre) and Foley to be aggressive 


A party in search of a theme 


WASHINGTON, DC 


OW is about the time in the election 
cycle for an opposition party to be 
finding its feet, rising above its humiliation 
and gathering around a leader. Instead, the 
Democrats are behaving a bit like the British 
Labour party under Mr Michael Foot. They 
are splintering into factions, allowing the 
east popular policies to dominate their cov- 
erage (tax increases, defence cuts), wallow- 
ing in scandals and indulging in wishful the- 
ories about having lost the election by not 
being left-wing enough. 

President George Bush takes a good 
deal of the credit for this. His popularity re- 
mains close to Mr Reagan's two peaks in 
1981 and 1986. Unlike his predecessor, he 
has repeatedly encroached on Democratic 
policies, especially in arenas such as the 
environment, making it hard for the Demo- 
crats to oppose him. They have been re- 
duced in some instances, such as the drug 
war, to trying to outflank him on the right: 
Senator Joe Biden called Mr Bush's plans 
not tough enough. 

Yet this is not sufficient explanation for 
the Democrats’ disarray. The opinion polls 
that show Mr Bush to be popular also show 
that almost all his popularity stems from his 
foreign policy. On economic policies, he is 
lagging far behind most presidents at this 
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stage in public approval. But this has not 
helped the Democrats. At a meeting in 
Washington this month their mood was one 
of quiet desperation. Mr Ron Brown, the 
party chairman, excoriated the party for its 
poor response to the president’s drug policy. 
Some Democrats, he said, were too quick to 
call for new taxes and hence were “plastered 
all over the evening news. You can hear 
America sigh, 'the tax-and-spend Demo- 
crats; there they go again." 

The meeting concluded that the party 
lacks a clear message. It will lack one as long 
as it lacks a leader. The ostensible leaders of 
the party are Mr Tom Foley, the Speaker of 
the House of Representatives, and Mr 
George Mitchell, the majority leader in the 
Senate. Both were chosen for their tele- 
genic, pragmatic contrast with their prede- 
cessors. Both have so far proved disappoint- 
ing, coming across as too cautious and too 
accommodating towards Mr Bush. 

Mr Foley is on the brink of a big defeat 
over the cut in capital-gains tax. The blame 
lies not with Mr Foley’s tactics, but with the 
way he got his job: on the heels of a scandal- 
toppled predecessor, Mr Jim Wright. While 
the Wright scandal unfolded, the leaders of 
the party were distracted and failed to notice 
the way southern Democrats were shifting 





their views on the tax cut. 

There is a chance, says Mr Norman 
Ornstein of the American Enterprise Insti- 
tute, that when the scandals have passed 
into memory, Mr Foley and Mr Mitchell 
may regain their balance and become the 
strong leaders they were expected to be. But 
Mr Tom Mann of the Brookings Institution 
believes that to be leaderless is the natural 
state of the Democrats in the American sys- 
tem, which has no position that commands 
as much  patronage—and therefore 
loyalty—as does the leader of the opposition 
in a parliamentary system. 

Moreover, the Democrats are not the 
opposition. In Congress they are the party 
in power. Mr Brown, declaring the honey- 
moon to be over, says that he expects his 
colleagues to oppose the administration's 
policies more aggressively. But the public 
does not want criticism for criticism’s sake 
from Congress. And presidents usually win 
wars of presentation. What Democrat can 
hope to compete with Mr Bush's hour of 
live television on September 21st, when he 
is to take ABC's cameras on a tour of the 
White House and show his holiday videos? 
Besides, presidents are adept at blaming 
Congress for bad news. 

The thing that infuriates the Democrats 
most is that they cannot get the public to 
blame the Republicans more for the budget 
and trade deficits. The budget deficit still 
does more to cramp the Democrats' 
style—by forcing the question "Where are 
you going to get the money? Taxes?"—than 
it does to hurt Mr Bush's image of fiscal 
competence. 

So the Democrats may remain both 
leaderless and without a message until they 
next select a presidential candidate. To find 
who that emerging leader might be, it helps 
to examine the strands of opinion within 
the party. Not that the party consists of 
clear-cut factions, as Japanese or even 
French parties do. There are overlapping 
colleges of opinion. Here are five of them: 
e The unreconstructed liberals. It has 
been a bad year for the liberal wing of the 
party, whose leadership lies somewhere be- 
tween Senator Edward 
Kennedy and the Rev 


ing much of their agenda 
acted on under the sym- 
pathetic speakership of 
Mr Wright, they now 
find a worse listener in 
Mr Foley, retrogression 
on a tentative first step 
towards universal health 


care, and their most artic- 
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Jesse Jackson. After see- - 








spokesman, Mr Barney Frank, in eep 
e over his former relationship with a 











The economic populists. The captives 
big unions and champions of industrial 
licy, consortia, high-definition television 
i and Japan-bashing are 
alive and well. The star of 
their leader, Mr Richard 
Gephardt, is rising all the 
time. As majority leader, 
he is increasingly visible 
^] —. and has been given the 
7 job by Mr Foley of find- 
ing the party's message 
and meeting daily with 
: Mr Brown. 
The neo-liberals. Fiscally responsible, in 
our of enterprise, Mikhail Gorbachev 
nd free trade, but socially liberal, this was 
the group from which the 
. party thought it was 
choosing Mr Michael Du- 
kakis, only to discover 
that the electorate had a 
different view of him. 
Most of the stars in this 
galaxy are governors. The 
brightest star in Congress 
is probably Senator Bill 
Bradley, a cerebral for- 
mer basketball player. 
: € The neo-conserva- 
es. The party's southern-dominated right 
g wants to recapture an image of favour- 
ilitary strength, patriotism and morals. 
UN Senator Sam Nunn is 
E what the Chinese might 
N call the senior leader of 
this group, Senator 
Chuck Robb the junior 
one. Their forum is the 
Democratic Leadership 
Council, their emblem 
the Midgetman missile, 
their rallying cry “na 
tional service” and their 
; despair the defence bill 
ssed by the House. 
Boll weevils and machine politicians, 
hat leaves a miscellaneous group of eco- 
omic conservatives from the south (leader: 
Senator Lloyd Bentsen) and social conserva- 
tives from the north 
(leader: Mr Rostenkow- 
ski), weak in the country 
at large but lingering on 
as committee: chairmen 
on Capitol Hill, who take 
an old-fashioned view of 
paternalistic govern- 





1 Ai ment: 
Ve Such a list leaves out 
Rostenkowski plenty of Democrats. It is 


um hard to categorise Sena- 
t Biden (reconstructed liberal?) or Senator 
bert Gore, who is making the environ- 
ment his main issue (green Democrat?) or 
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Governor Mario Cuomo of New York who 


has made a powerful speech accusing fellow- 


Democrats of timidity (tough liberal?). 

Mr Brown insists that things are not go- 
ing badly. As proof, he points to the fact 
that the Democrats have won four out of six 
special elections since last year; that they 
stand a good chance of winning the gover- 
norship of New Jersey (but perhaps losing 
that of Virginia); and that the recrimina- 
tions are less acute than might be expected 
so soon after a presidential election that was 
so winnable and yet was lost. 





The budget 


Automatic shears 


WASHINGTON, DC 


TEE start of the 1990 fiscal and budget- 
ary year, October Ist, is just a week 
away. Congress has been working overtime 
to prepare for it. Yet most of its efforts in the 
past three weeks have made it harder, not 


"budget deadlines and 
man budget-deficit targets. The 
odds on automatic Gramm-Rudman cuts 
are shortening by the day. ; 

The deficit target for 1990 is $100 bil- 
lion, though the Gramm-Rudman rules al- 
low a leeway of $10 billioni before automatic 
cuts are invoked. The Office of Manage- 
ment and Budget's "baseline" deficit fore- 
cast, which allows for inflation but not for 
any policy changes, is $116 billion. This is a 
dubious number that has been freely mas- 
saged downwards by the budget director, 
Mr Richard Darman. A rival forecast by the 
more objective (and usually more accurate) 
Congressional Budget Office puts the base- 
line deficit at $141 billion. But the oma 
numbers are the ones that count for 
Gramm-Rudman, so Congress needs to lop 
just over $6 billion off the budget to avoid 
those automatic cuts. 

That should be simple in a trillion-dol- _ 
lar budget but it isn't. The budgeteers follo 
two tracks. One is the appropriations pro 
cess under which 13 bills are supposed to be 
forwarded to the president by October Ist: 





Capital fiddling 


EN the House Ways and Means 
committee voted on September 
14th to approve a temporary cut in the 
capital-gains tax it handed a victory to 
the White House, and a blow to the 
Democratic leaders in Congress. But the 
vote did more than that. It was the signal 
for a raft of new tax ideas, most of which 
are either half-baked or undermine the 
1986 tax-reform act or (like the capital- 
gains tax proposal itself) both. 

The Ways and Means plan was drawn 
| up by Representative Ed Jenkins of Geor- 
gia. The idea is to cut the top rate on cap- 
ital gains from 2896 to just under 2096 for 
1990 and 1991. After that the top rate 
would revert to 2896 but it would be lev. 
ied on gains that were indexed for infla- 
tion. The Joint Tax committee reckons 
that the Jenkins plan would bring in $2.9 
billion in 1990 and $3.8 billion in 1991 
as investors cash in gains to take advan- 
tage of the temporary lower rate. Over 
the longer term, however, it would lose 
revenue. 

Congressional Democrats who think 
this would be both bad politics and bad 
tax policy are contemplating three diver- 
sions that might help them derail the Jen- 
kins scheme. One, put forward by Repre- 
sentative Byron Dorgan, would limit the 
new lower rate to people with taxable in- 
comes of less than $200,000. A second, 
proposed by Senator Lloyd Bentsen, is to 
expand tax breaks for individual retire- 





ment accounts (IRAs) as an alternative 
way of encouraging saving. The third 
would eliminate the tax "bubble", the 
curious point in the tax schedule at 
which the current marginal income-tax 
rate of 33% falls to 28%. But the admin- 
istration has said it would veto such an 
overt tax increase. 

The treasury secretary, Mr Nicholas 
Brady, is himself quietly contemplating 
tax changes that would encourage saving 
and reduce the effective cost of capital. 
He would still like to persuade Congress 
to accept a permanent lower rate on capi- 
tal-gains, not the temporary Jenkins cut. | 
He is interested in the possibility of ex- 
panding tax breaks for iRAs. And, in a 
recent speech; he hinted that the Trea- 
sury would like to introduce a tax deduc- 
tion for dividend payments and thus re- 
dress American companies bias in 
favour of debt over equity. 

The arguments for any of these 
changes are pretty weak. The idea that 
saving can be significantly increased by 
tax incentives is disputed by most econo- 
mists: “A neutral tax system—one that: 
avoided tax-induced decision- 
making—would tax capital gains in the 
same way as income. Chipping away at 
the 1986 act could give legislators an ex- 
cuse to bring back many of the complex 
tax breaks for the rich that the act was: 
intended to eliminate. 

But the strongest argument against all 
this fiddling is that it avoids the obvious 
way both to reduce the cost of capital (ie, 
interest rates) and to raise national sav- 
ing: a cut in the budget deficit. 
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BUSINESS FOR ACQUISITION 


The Government of New Zealand has announced its intention to sell 
the Government Printing Office (GPO). 


The GPO is one of New Zealand's largest printing, publishing 
and stationery businesses and is the Printer to Parliament. 


^ Parties interested in receiving information about these operations should contact 


Fay, Richwhite & Company Limited 
Advisors to The New Zealand Treasury 


` Expressions of interest need to be received by 10th October 1989 


FAY, RICHWHITE & COMPANY LIMITED 











Level 12 Fletcher Challenge House 89 The Terrace 
Wellington New Zealand 
Facsimile (64) (04) 499 0612 Telephone (64) (04) 737 799 
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Government Printing Office Ay 


~ deepwater marine terminal located on ene lanes to 





World Financial Markets at the 







FOR SALE: 
- INSTANT SHIPPING ACCESS 







Union Carbide Caribe Inc.'s modern marine terminal 
near Ponce, Puerto Rico, complete with three dock areas, 
102 storage tanks, and support facilities, is going onthe 
market. The buyer—probs ly an oil or chemical company, 
shipping firm, or port manager--will take over a workit 








the Caribbean Basin, the U.S. and Mexico, South America, 


and the Panama Canal. 

Included are: 

. s dei barge and tanker dock (40 foot draft); 
offshore loading platform (40 foot); barge canal and dock 
(20 foot); container and truck-loading facilities. 

* Equipment for handling and storing 2.8 million barrels o 
gasoline, jet fuel, kerosene, propane, butane, and many 
chemicals in 102 tanks. 

* Administrative buildings on site; direct access to nearby 
wastewater treatment plant and other service facilities. 

Call Gary R. Hewitt—(203) 794-5116—in Danbury, Conn, . 

for a copy of offering memorandum or write to: 


Gary R. Hewitt 
UNION Union Carbide Corporation 
CARBIDE 39 Old Ridgeb oad—F-4 


Danbury, CT 06817-0001 


























A joint conference organised by The Economist, the New York Stock Exchange and the CBI. 
The conference will examine prospects for the world economy over the next decade and the 
likely changes in the balance of global financial power during that period. ‘Top representatives 
of industry, commerce and key financial markets will explore, from their own perspectives, how 
financial markets, and their relationships with user groups, will develop. The day will conclude 
with a discussion on the future role of the world stock exchanges and how current and future 


developments will affect them. 





For full details please complete the form below and return it to Christine Durkin, The Economist CRI 
Conference Unit, 25 St James's Street, London SW1A IHG. Tel: 01-839 7000 , Fax: 01-839 2968/9 (Confer 
Surname... inten ttettntt nnne First Namee uenerit tpe lei edi Mr/Mrs/Ms/Dr 

Position... teniente (eu ——Á € 
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MINORCO 


RESULTS FOR 
THE YEAR TO JUNE 30, 1989 


THE YEAR IN BRIEF i ; 

. Record earnings from operations (51% increase) and earnings before extraordinary items (24% increase on a 
comparable basis); dividend increased by 40%. 

. Minorco's bid for Consolidated Gold Fields PLC won majority shareholder approval but was frustated i in gue : 
US courts and lapsed in May 1989. 


e Subsequent to the year-end Minorco disposed of its holding in Gold Fields for US$1.6 billion. The net 
extraordinary gain of approximately US$645 million will be accounted for in the first half of the financial year to — 


June 30, 1990. 
e Minorco holds US$2.5 billion in cash and its net asset value at September 19, 1989 was US$3.7 billion. 


US$ millions except per share amounts 1989 


FOR THE YEAR 

Earnings from operations 157.3 

Earnings before extraordinary items 280.0 

Earnings from operations per share ($) 0.92 
Earnings before extraordinary items per share ($) 1604 75 184 
Dividends declared per share ($) 0420 03 


AT YEAR-END 
Shareholders equity 2,470.6 — 2,371.8 
Excess of market value of quoted investments over carrying value 1,052.3 6517 


Net asset value 3,522.9 3,023.5 


; Net asset value per share ($) 20.68. - 17.75 
Number of ordinary shares in issue (millions) 170.3 170,3 
"recommended by directors and subject to shareholders approval 


The proposed final dividend for the year to June 30, 1989 of 28 US cents is payable on November 14, 1989 to shareholders of record on October 
13, 1989. The annual report will be mailed to shareholders on or about October 10, 1989. Copies may be obtained froni the UK tnsferagent: =. 
Barclays Registrars Limited, 6 Greencoat Place, London SWIP 1PL. : 


MINORCO 


Minorco Société Anonyme, Luxembourg. 


















"The second, called reconciliation, translates 
. the April budget agreement between Con- 
gress and the administration into a single 
budget-cutting bill that includes changes in 
policy and tax. If reconciliation has not been 
settled by October 16th, Gramm-Rudman 
cuts will have to be made (though they can 
later be overridden). 

Both appropriations and reconciliation 
are far behind schedule. Just one appropria- 
tions bill, for energy and water, has been 
sent to the White House. Most of the others 
are bogged down in the Senate while Demo- 
crats and Republicans squabble over financ- 
ing the war on drugs. The chairman of the 
appropriations committee, Senator Robert 
Byrd, has been pressing for an across-the- 
board cut of 0.596 to produce more cash for 
drugs. The Republicans (and the White 
House), unwilling to chop so much off de- 
fence, want a smaller cut. 

The budget reconciliation bill, mean- 

hile, is stuck in the House, primarily be- 
cause of the argument over capital-gains tax. 
The Democratic leaders want to derail the 
Ways and Means Committee's capital-gains 
tax vote (see previous page). At the same 
time, the House is nerving itself to include in 
reconciliation a repeal of the 1988 cata- 
sttophic health-care law. Both changes 
would add to the 1990 budget deficit. 

As they contemplate the nasty decisions 
before them, congressmen of both parties 
are wondering whether Gramm-Rudman 
cuts of $16 billion that can be blamed on the 
system, rather than on individual legislators, 
might not be preferable. The cuts would be 
more honest than many of the accounting 
gimmicks masquerading as cuts that fea- 
tured in the bipartisan budget agreement. 
Once the automatic cuts are in place, and 
October 16th is past, Congress could set 
about changes to capital-gains tax and the 
catastrophic health-care law without worry- 

g about the 1990 budget deficit—for the 
-ewtamm-Rudman axe falls just once, on the 
forecast not the actual deficit. And, because 
Gramm-Rudman exempts so much of the 
"budget from its axe, defence would take a hit 
of $8 billion—which does not worry some 
Democrats. 





Student athietes 
Give me an "E; 
give me a "D" 


OKES are myriad and cruel. One has a 
sports-scholarship student, who was fail- 

ing his academic course, being set a spe- 

< x eialexam. All he had to do, to stay on at the 
C university, was to uu "coffee" and get at 
least one letter right. "K-A-W-P-H-Y", came 
the. € The rationale behind America's 

F yet sports—in which stu- 

























WASHINGTON, DC 


R WILLIAM BENNETT, the drug 

tsar, loves the term "drug war”. In 
a recent speech he called those who criti- 
cise the use of military metaphors in such 
circumstances “rich in negative capabil- 
ity". There is nothing auto- 
matically bad about a war, 
he said: “A just war, a war 
in a good cause, is not a bad 
thing.” 

So when the New Re- 
public published an article 
by Mr Jefferson Morley 
which made, not very well, 
the simple point that many 
people smoke crack because 
it may be more enjoyable 
than other things available 
in their bleak lives, Mr Ben- 
nett felt the blast of war 
blow on his ears. Imitating 
the action of the tiger, he 
disguised fair nature with 










hard-favoured rage before a 
congressional committee. 
[PR NE 





Did you know you were a traitor? 









“If we are going to win this war, it's goin, 
to take a long time. It’s going to take : 
persistence : in attitude. And this ki 
garbage isn't very helpful.” He called thi 
article the first defection from the dr 
war, 5 
His point is that; t 
achieve zero tolerance o 
drugs, it is necessary to g 
the public to think of drug. 
taking as horrible (as, in th. 
end, it is), which may mea: 
suppressing or denying : 
admission that the effect of | 
drugs on the mind is ini- 
tially pleasant. Plainly, the 
drug war would be easier to - 
fight if smoking crack were 
as unpleasant as, say, vomit- 
ing. But pretending it is, 
and saying that to deny it is. 
disloyalty, will not win the. 
war. Mr Bennett is right to 
hope for zero tolerance but | 
not for zero disobedience. 

































































dents on sports scholarships play for their 
tuition and board—is that the athletes are 
given an education they might not otherwise 
get. Student athletes who are not skilled 
enough to play professionally after college at 
least come away qualified to do something 
else. 

But do they? Critics of the system have 
long suspected that the reality is different 
from the theory when applied to American 
football and basketball, the most lucrative 
of university sports and the ones most likely 
to attract students from poor backgrounds. 
Bad students, it is charged, stay on their 
teams by having their grades fixed. And 
when they are no longer eligible, they are 
cast loose with little to show for their years 
of higher education except for their faded 
glory. 

There is now firmer evidence that this 
concern is justified. Congress's General Ac- 
counting Office has compiled figures that 
show that the graduation rates of basketball 
and football players at selected top-ranking 
sporting colleges and universities are lower 
than for other students. The worst finding is 
that, at more than one-third of the 97 bas- 
ketball programmes studied, 2096 or fewer 
of the players graduated. The figures for the 
football programmes are only slightly better; 
fewer than 4096 of the footballers at half the 
schools studied managed to graduate. 

Other athletes do better. An earlier 
GAO report found that graduation rates for 
all student athletes—not just basketballers 
and footballers—at top sporting colleges 





were higher than for students not on sport: 
ing scholarships. Mr Dick Schultz, the exec- 
utive director of the National Collegiate 
Athletic Association, said much the same 
thing to the Senate Labour and Human Re- 
sources Committee at a hearing this month 
(although he also added that footballers and 
basketballers tend to score lower grades 
than other students). 

This confusion adds momentum to a 
proposal being pushed by Senator Edward 
Kennedy, the labour committee's chairman. 
and Senator Bill Bradley, a Princeton-edu 
cated Rhodes scholar and former profes- 
sional basketball player s who is the embodi- 
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Enjoy it, now 


ment of the American student-athlete ideal. 
The senators simply want universities and 
colleges to make their student-athlete gradu- 
ation rates public so that schoolboys and 
girls can make informed decisions when 
they are trying to decide where to play and 
study. 

Fine. But this would not solve the di- 
lemma facing young basketballers and foot- 
ballers who are not academically bright 
enough to get into, or graduate from, any 
college. There are few other ways for these 
athletes to show their skills to the profes- 
sional teams: the universities have, in effect, 
become the “farm teams” for the National 
Football League and the National Basketball 
Association. 

The NFL has a rule prohibiting its teams 
from hiring a young player until his age- 
group has graduated from university. The 
rules are only slightly more liberal for 
basketballers. By contrast, baseball players 
can move straight from high school to the 
professional minor leagues. And, in tennis, 
it is not unusual to find 15-year-olds joining 
the professional circuits before they have 
even finished high school. 


—— 





Tom Bradley 
No accountant, 
he 


LOS ANGELES 


E 1973 Sam Yorty, a three-term mayor of 
Los Angeles, was defeated by Tom Brad- 
ley, who became the city's first black mayor 
and has run it ever since. Angelenos had 
grown disenchanted with Mr Yorty, whose 
fondness for junkets had earned him the 
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nickname of "Travelling Sam". He was sus- 
pected of a lack of interest in local issues. He 
had lost a race for a higher office (the Sen- 
ate), implying a dissatisfaction with being 
mayor. His administration was rife with 
scandal. And he himself was criticised for re- 
fusing to account for the large sums he 
raised for political purposes. 

Now it is Mr Bradley's turn to feel the 
heat—and in circumstances that in some re- 
spects are not unlike those of Mr Yorty. Mr 
Bradley, who is 71 but looks ten years youn- 
ger, has tried, and failed, to be elected to 
higher office, losing two bids to become gov- 
ernor of California. Thwarted in his ambi- 
tions, he has distanced himself from the job 
in hand, getting involved in some messy fi- 
nancial dealings. These now threaten his po- 
litical future. 

The first concerns Mr Bradley's involve- 
ment with the Far East National Bank, 
which paid him a consultant's fee of $18,000 
in 1988. In the same year $1m of the city's 
finances were deposited with the bank. This 
March, a further $2m of the city's money 
was deposited, allegedly shortly after Mr 
Bradley had spoken about the bank in a tele- 
phone conversation with the city treasurer, 
Mr Leonard Rittenberg. The scandal then 
got worse. Someone in the treasurer’s office 
falsified records to indicate that competitive 
bids had been sought from other banks. A 
bottle of whitener was used to paint out the 
words “per the mayor”, which had been 
written by Mr Rittenberg on the deposit 
entry. 

What might have been a simple case of 
conflict of interest suddenly looked like a 
cover-up. When reporters got wind of the 
story, Mr Bradley returned his 1988 fee to 
the bank and also resigned from another 
bank, Valley Federal Savings, which had 
paid him $25,000 a year to serve on its 
board. 

A five-month investigation by the city 
attorney, Mr James Hahn, concluded on 
September 15th that there was insufficient 
evidence to charge Mr Bradley with a crimi- 
nal act. Instead, Mr Hahn filed civil charges 





Happy start to a fifth term 


against the mayor for failing to disclose in- 
formation about his personal financial hold- 
ings. Mr Bradley, who usually prepares his 
own financial disclosure reports, unwit- 
tingly echoed Mr Richard Nixon's “Lam not 
a crook" statement at the time of Watergate 
by claiming that “the errors I made were not 
deliberate. They show only that I am not an 
accountant”. 

Mr Hahn's report criticised the mayor 
for his “indifference” to ethical practices. 
The city attorney has now turned over his 
findings to other possible investigators, in- 
cluding the Los Angeles district attorney, 
California’s Fair Political Practices Commis- 
sion, the state attorney-general, arid the fed- 
eral comptroller of the currency. 

To make matters worse for the mayor, 
his name keeps coming up in connection 
with a scandal brewing over one of his pet 
projects, the Task Force for Africa/Los An- 
geles Relations. The task force's directo- 
Mrs Juanita St. John, cannot account fc 
$180,000 of the $400,000 that the city has 
given to the group since it was formed four 
years ago. An audit revealed that the miss- 
ing money was withdrawn by Mrs St. John 
in the form of cash and personal cheques. 
Mrs St. John also happens to be a longtime 
supporter and friend of the mayor and his 
business partner in a property venture. Al- 
though Mr Hahn's report found no evi- 
dence of wrongdoing on Mr Bradley's part; 
this unfolding story keeps the spotlight on 
the mayor. 

And still more troubles loom. The most 
threatening is a continuing investigation by 
the FBI, the Department of Justice and the 
Securities and Exchange Commission into 
the possibility that insider-trading charges 
might be brought against the mayor as a re- 
sult of his dealings with the brokerage house 
of Drexel Burnham Lambert and its former 
junk-bond wizard, Mr Michael Milken. 

Mr Bradley is in no immediate elector: ' 
difficulty; he was re-elected in April to a fift... 
term. But whether he will continue to enjoy 
the city's support is doubtful. A poll taken 
by the Los Angeles Times the day after Mr 
Hahn issued his report on the bank affair 
showed that about half the people asked be- 
lieved that the mayor had lied about his fi- 
nances. À small majority (5496) were none- 
theless opposed to his resignation. 








Pornography 
omut city 


LOS ANGELES 


Mo than three years have passed 
since Mr Edwin Meese’s Commission 
on Pornography called Los Angeles the 
smut capital of America and scolded the 
city's prosecutors for failing to crack down 
on obscenity. Today, Los Angeles remains 
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safe for pornographers. The city’s 100 or so 
porn-film makers produce at least 80% of 
the country’s yearly output of pornographic 
films and videos. 

The prosecutors have been trying to 
change this. They have successfully attacked 
the pornographers for depicting children, 
animals and excessively violent sex in their 
films. But their recent efforts have failed. 
Their latest defeat was in June, when a fed- 
eral judge dismissed criminal charges against 
the distributor of a film called "Kneel Before 
Me". The judge said that he could not deter- 
mine whether the film—which graphically 
depicts, among other things, a gang rape in a 
mental hospital —meets the criteria for ob- 
scenity by being "patently offensive" to 
"contemporary community standards". 
The prosecutors, assuming that the film 
would speak for itself, had failed to present 
expert testimony on what local residents re- 
gard as obscene. This, the judge said, meant 
that he could not tell what would offend the 
average citizen in a city he described as a 
"rather mixed bag”. 

The miscalculation gave the Depart- 
ment of Justice's National Obscenity En- 
forcement Unit its first loss in a two-year-old 
country-wide campaign to attack pornogra- 
phers through use of the racketeering laws. 
But it was not the first time that the prosecu- 
tors were foiled by the allegedly high level of 
tolerance and depravity of the average 
Angeleno. In 1985 a magistrate released an 
accused child molester, who was awaiting 
trial, on the curious grounds that the defen- 
dant would not pose a danger to the com- 
munity in a place like Los Angeles. 

And this February the United States Su- 
preme Court stripped the city's prosecutors 
of one of their most effective weapons: the 





ability to file charges of “pandering” against 
filmmakers who hire people to perform sex 
acts in front of a camera. Using that charge, 
the Los Angeles county's district attorney 
had managed to convict a number of x-rated 
film producers as pimps. But the Supreme 
Court said that this wasta misuse of anti- 
pandering laws and an infringement of free- 
speech rights. 

Prosecutors may have forgotten an im- 
portant rule of thumb: in Los Angeles it may 
be better to leave most adult heterosexual 
pornography alone. Twenty years ago pros- 
ecutors filed charges against film-makers 
who showed a couple having sex under a 
sheet. They lost. Since then Los Angeles ju- 
rors have refused to convict defendants 
charged with filming a wide range of adult 
heterosexual activity, including group sex. 

The prosecutors say that none of this 
will deter them. The judge in the "Kneel Be- 
fore Me” case did not approve the film, they 
note, but simply said that, without expert as- 
sistance, he could not decide for himself. 
Nonetheless, officials are now more inclined 
to leave the city's pornographic filmmakers 
alone on their own home turf and to attack 
them in other places where their goods turn 
up, and where juries may have a lower toler- 
ance for smut. 

But they still put on a brave face. The 
federal attorney has proudly issued a press 
release announcing the conviction on Sep- 
tember lith of Mr Herbert Streicher, 
known to porn-film aficionados as Harry 
Reems. After a three-year investigation, Mr 
Streicher pleaded guilty to one count of fail- 
ing to file an income-tax return and now 
faces a maximum $25,000 fine and one year 


in prison at a sentencing hearing set for No- 
vember 13th. 





America's rivers 


„Spawning jazz, blues and poverty 


MEMPHIS 


This is the first of an occasional series on America's rivers and the regions 
through which they flow. We begin with the Lower Mississippi, where a 
era 


region 


THE Mississippi river ought 
to have made those who live 
along its banks rich. It is a nat- 
ural canal that carries an enor- 
mous volume of trade through 
the middle of the continent. It 
has for generations been 
depositing rich mud across its 
meandering course, where 25 
feet of black, nutritious soil and plentiful 
water produce the heaviest cotton, rice and 
soya bean crops in the nation, if not the 
world. And yet, its lower valley, from the 
junction with the Ohio to the sea—the area 
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commission is to recommend how to enrich America's poorest 


known as the "Delta"—is the centre of 


America's poverty. The Nile spawned civi- 
lisation; the Mississippi spawned jazz and 
blues and Elvis Presley—a form of 
civilisation—but not wealth. 

At least, not wealth that stayed at home. 
Mr Wilbur Hawkins, executive director of 
the-newly created Lower Mississippi Delta 
Development Commission, describes -the 
delta's economy as'a colonial one. The cot- 
ton is shipped cheaply away to be made into 
expensive clothes somewhere else, as it has 
been since Confederate days. Even the farm- 
ers’ profits have always gone to the big land- 




























owners who, whether oligarchic slav 
ers or modern agribusinesses, followed: 
same pattern of investing profits elsew 
sending their children to Harvard or 
while voting to keep property taxes 
which starves local schools. Poor as it i: 
delta exports capital to places where intet 
rates are not constricted by state usi 
laws—as they are in Arkansas and weré 
Tennessee. 
The statistics are stark. Unemploym 

in the delta is nearly twice the national r 
With 3% of the country's population (8. 
people), the delta has 696 of the count: 
officially poor (earning $7,000 or less. a y 
for a family of four): one in five of the.del 
people are below the poverty line. 7 
.. More than half the families in Tun 
County, in northern Mississippi, ate 
cially poor. Lake County, Tennessee 
one doctor. The unemployment rate in Ca 
lisle County, Kentucky, is 1496. The high 
school drop-out rate is high everywhere: 
in four Louisianans cannot read. The 
age pregnancy rate is high. Infant mor 
reaches 2596 in some counties. 
All this is not the result of some rece 
downturn. No farm crisis or oil-price cr 
caused poverty in the Mississippi Delta. 
has been poor ever since its first cott 
boom collapsed. The poor are rural peo 
two-thirds black (from a delta pop 
that is one-quarter black), who have 
up poor, in wooden shacks, some sti 
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Out running water or electric- 

ity, next to open sewers. The 

very persistence of poverty in 
th delta has kept it from the 

- headlines. That and the area's 
‘greater reputation for racism. 

_ The states through which 
Mississippi flows have com- 

y for smokestack indus- 

tries rather than co-operated in 
development. The river itself, 
with its flood-protection levees 
and endless oxbow lakes, has 
become a divisive rather than a 
unifying force in the regional 
economy, more like a moun- 
tain range than a canal. There are only five 
bridges between Memphis and Baton 
Rouge, and the river marks a border in ev- 
erything from radio call-signs to federal 
agencies. 

: None of this will change in a hurry. But 
two things are nudging the region out of its 
doldrums. Mississippi, Arkansas and Louisi- 
ana now all have young Democratic gover- 
nors of a very different stripe from their not- 

ng-ago segregationist predecessors. Bill 
Clinton of Arkansas, Buddy Roemer of Lou- 
isiana and Ray Mabus of Mississippi are all 
the products of Ivy League universities. 
They favour business, tax reform and racial 
ality. Last year they met on a barge on 
the Mississippi to dramatise their deter- 
mination to think as a region. At the same 
time, Mr Andrew Smith, an aide to 
Senator Dale Bumpers of Arkansas, 
hatched a plan to set up a federal com- 
mission to study the delta's problems. 

Mr Smith canoed down the whole 

Mississippi a few years ago with his 
labrador puppy. He went through the 
farm belt (then in "crisis") and the 
delta (which was in its normal state), 
and the experience fired him with 
Huck Finndike determination to do 

‘something for the delta. He gathered 

the data on poverty, county by 

county, to prove the general destitu- 
tion. His model was the Appalachian 
Regional Commission, set up to tackle 

. poverty after John Kennedy won the 
. West Virginia primary there. Presi- 

. dent Reagan starved but did not kill 
| that commission, which defenders say 
was a success in bringing roads and 

lopment to the mountains—and 
detractors say was a corrupt waste. 
-Mr Smith’s idea was quickly taken 
up by Congress in the spring of 1988 
and later endorsed by the Bush ad- 
‘ministration. The nine commissioners 
(seven from each state, plus two ap- 
pointed by the president) include 
Governors Clinton, Mabus and 
Roemer. It is the first federal commis- 
‘sion to be set up with headquarters 
. outside Washington (in Memphis); its 


first public hearing went on until 3am. But let nobody change New Orleans 
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It will release a study of the re- 
gion on October 16th and its 
recommendations next May. 
After that, some hope it will be- 
come permanent like its Appa- 
lachian predecessor, with funds 
for development. 

Mr Hawkins, the commis- 
sion's director, seems to be fo- 
cusing on two ideas. One is to 
make the region think of itself 
as a region, by harmonising 
state and local regulations and 
taxes throughout the delta, by 
recommending better roads, 
and bridges to link the two 
sides of the river and by starting a “buy 
delta” campaign (Tide detergent, Sanyo 
televisions). The other is to capture more 
value from the delta’s products at home: 
more cotton gins, more river ports, more 
hardwood-working plants, more catfish pro- 
cessing plants, more river tourism. 

Take Tunica, a town of little more than 
1,000 people in northern Mississippi, which 
hit the headlines in 1986, when its poor, sick 
slum called Sugar Ditch, mellifluously 
named after an open sewer, attracted the 
Rev Jesse Jackson, cBs's “60 Minutes" and 
consequent notoriety. Mayor Harvey Ashe 
is proud of how much the town has changed 
since. The slum has been cleared and the in- 
habitants rehoused in new low-income ac- 
commodation built with federal govern- 








ment loans. A few miles away, a local firm 
called Pride of the Pond kills and processes 
for Yankee supermarkets 35,000 pounds of 
catfish a day, the product of 2,500 acres of 
local ponds. This is one new crop the delta 
adds value to before exporting: Mississippi 
leads the nation in processing pond-raised 
catfish. 

For an area where only about half the 
people live in cities, this kind of industry 
makes more sense than car plants and chem- 
ical works. Memphis and New Orleans, the 
delta's two big cities, are modish boom 
towns, earning money as much from Elvis 
and jazz respectively as from Federal Express 
and oil. But they are islands in a sea of rural 
stagnation. For reasons that some think rac- 
ist, Japanese investors have gone to the 
(white) central and eastern parts of Tennes- 
see and Kentucky rather than the delta. 

The biggest source of income in the 
delta is, and will remain for years, govern- 
ment welfare. Mr Smith argues that the $17 
billion or so that goes to the delta in federal 
transfer payments each year would be better 
spent if it could be invested, instead of trap- 
ping its myriads of poor black teenage moth- 
ers on welfare. On the edge of Tunica is a 
government-funded Vocational Technical 
Training Centre that can turn farm 
labourers into machinists. Money spent that 
way will save the government cash in the 
long run. The city of Helena, Arkansas, 
wants $20m from the federal government to 
complete a slack-water harbour that 
might create tens of thousands of jobs. 
Helena gets $20m a year in federal 
transfer payments. 

The federal government has spent 
money on capital projects here. For 
many years the Corps of Engineers 
has been struggling to control the 
river, and much of the agriculture de- 
pends on levees and drainage. But 
that kind of investment is out of fash? 
ion. This year an unlikely coalition of 
environmentalists and duck hunters, 
with the help of Mr Mabus, has man- 
aged to halt, for a while at least, the 
corps’ ambitious plans to drain and 
control much of the Yazoo river ba- 
sin. The old-style planters are not 
happy. 

Mr Smith likes to say that the 
delta is not so much an area of destitu- 
tion as one of untapped potential. If 
the commission paints too bleak a pic- 
ture of the region it will drive industry 
away rather than attract it. That 
means first of all damming the brain 
drain. Up to two-thirds of students 
from the delta who get college degrees 
emigrate. Mr Hawkins wants to find a 
way to keep the region’s talent at 
home, perhaps by making certain edu- 
cation grants conditional on the re- 
cipients staying in the region. 
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They wi | | The year 2010 may seem far off. But there is one prophecy we 


njoy the 


can make right now: energy economy, transportation, and 
environmental protection issues will be no less important than | : 
they are today. D 

As the world leader in electrical engineering, we focus our - 
research and development efforts on these areas. The results 
have far-reaching effects. 


Take our ingenious burners and combustion chambers for 


fruits of Our fossil fuels, for example. They offer extremely low 


research. 


emission values of pollutants, and provide customers 
with the most modern power-generation equipment for new plants, 
or the upgrading of existing ones. 

Or take ceramic fuel cells which convert the latent energy 
potential of fuels directly into electrical power. Their use in power 
generation will lead to spectacular increases in efficiency and mini- 
mize CO, emissions. 

Novel semiconductor devices and power electronic systems 
will play an important part in future, safe, high-speed, rail trans- 
portation systems, both in and between major cities. And emission- 
free electric vehicles will become a practical alternative to today’s 
cars with internal combustion engines. 

The $1.3 billion we invest annually in research and develop- 
ment of this kind is not only of benefit to our customers in terms 
of immediate results. It also ensures that they will have a business 
partner at the leading edge of electrical engineering and environ- 
mental technologies 20 years from now. 


Which is when our children will take over. 
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And so to Seoul and The Westin Chosun. A leisurely 
lunch at the Ninth Gate Restaurant. Fine food, impeccable service. 

The Temple of Heaven, serene and timeless in the gardens through the window. 
Fortune smiles, agreement is reached. Mission accomplished, adjourn to the 
Ninth Gate Bar, Seoul's favorite watering hole. ‘Touch base with old friends 
and go stepping out at Xanadu, the smartest disco in town. One thing 


leads to another and all things come together when you're staying 
in the heart of Seoul. When you're staying Westin. 
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Fly on our engines, we'll back you 100%. 
That's a promise you can count on whether 
you've got a fleet of one or a thousand, 
no matter if you're an old customer or new. 

Sounds like the same old blue sky? 

Ask anyone operating GE Aircraft Engines. 
And ask the tough questions. 

Whose Technical Representatives are 
always there to provide total support and 
the right advice? 

What company’s global parts system 
works so fast that anything from a pump to a 
complete engine can be delivered anywhere 
in the world in 24 hours or less? 

And which family of commercial aircraft 
engines has continuously raised the industry's 
expectations for dispatch reliability and 
operational economy? 

They'll tell you it’s GE Aircraft Engines. 
Because whether they are large or small, 
they know nobody carries more weight with 


us than our customers. 
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the Asia/Pacific region. 
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The familiar star of National * A full range of foreign Y * Correspondent banking m 
Australia Bank is already in exchange services J services 
twelve Asia/Pacific countries, * International trade finance and National Australia Bank, with 
including 1450 branches and settlement services over 150 years experience and 
offices throughout Australia and * Deposit taking in all major ranking in the world's top 100 
New Zealand. currencies banks by assets, has both the 

One of the main reasons * Term loans and project finance expertise and the resources to 
why we are Australia's fastest * Corporate advisory and meet all your financial require- 
growing banking group is our acquisition services ments. Talk with our people at any 
commitment to providing a * A comprehensive stockbroking ofthe officeslisted below and 
complete range of financial service you'll soon see why we're starring 
Services. * Trade introductory services allover the Asia/Pacific region. 


These include: 


* Advice on business National Aus fralia Bank 


opportunities in Australia National Australia Bank Limited 332PS156 


Head Office: Melbourne, Telex 30241 NATAUS. Hong Kong, Telex 75315 NATHK Singapore, Telex 21583 NATAUS. Japan, Telex 22714 
NATAUS. New Zealand, (National Australia Bank (NZ), Telex 21776 NATAMM-NZ Republic of Korea, Telex 28844 NATAUS. 
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Telex 22166 BANK SPNE. Other Global Representations: United States of America, United Kingdom (National Australia Bank, Clydesdale 
Bank, Northern Bank), Republic of Ireland (National Irish Bank), Federal Republic of Germany, Greece. 











INTERNATIONAL 


Return to an unknown Namibia 


FROM OUR AFRICA CORRESPONDENT 


ITH the sun on their heads and dust 
blowing into their mouths, about 
6,000 Namibians waited last weekend to lis- 
ten to promises from SWAPO, the party al- 
most certain to win the country’s indepen- 
dence election in November. The first 
speaker, a leader of the party's internal 
wing, knew his people and made 
E them laugh. The second had recently 
returned from exile. "We must spell 
out the agenda in all its multifaceted 
dimensions so as to explain what it 
means,” he said. Some of the crowd 
drifted off in search of ice-creams. 

SWAPO's returning exiles, who 
spent years lobbying for indepen- 
dence in foreign capitals and fighting 
for it in Namibia's north, have been 
welcomed home as heroes. On Sep- 
tember 14th about 10,000 adorers 
found the money to travel 40 
kilometres from the capital to the air- 
port to cheer the homecoming of Mr 
Sam Nujoma, SWAPO's president. But 
after nearly 30 years abroad Mr 
Nujoma hardly knows the country he 
may soon govern. Like many of his 
party's senior leaders, he left Namibia 
in the era of classical apartheid. Most 
segregation in Namibia was scrapped 

^n 1978, and in the past three decades 

_ Namibia's economy has changed be- 
yond recognition. "When I left Wind- 
hoek it was a little village; now it is a 
little New York," remarked one of 
the returning exiles. 

The exiles' disorientation has not 
bred much humility. One of their 
number has taken over the trade- 
union federation from its home 
grown chief. Few party leaders who 
stayed inside the country (SWAPO's 
internal wing remained legal despite the 
guerrilla war) have been given responsible 
jobs. One exception, a young white lawyer 
called Anton Lubowski, was shot dead out- 
side his house on September 12th. Some of 
the party's sympathisers worry that without 
him the former exiles are not up to running 
the election campaign. 

SWAPO has other problems. Its disas- 
trous invasion of the north in early April, 
which almost put an end to the country's 
hopes of independence and cost some 300 
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WINDHOEK 


guerrillas their lives, seems to strike most 
Namibians as no more reprehensible than a 
football foul. But the revelation that SWAPO 
has brutally tortured its political prisoners 
has been more damaging. The movement 
may still be hiding hundreds of detainees 
abroad. Some of those who have returned as 





Welcome home, Sam 


refugees are already campaigning against 
swApo—including the members of the Elec- 
tric Mirror Band, who perform at rallies of a 
rival party. Most of the tortured prisoners 
come from minority tribes, which is costing 
the movement votes outside its Ovambo 
heartland. 

The main opposition party, the Demo- 
cratic Turnhalle Alliance, tours the country 
warning voters that a SWAPO government 
would be as uninterested in human rights 
and freedoms as other successful African lib- 


eration movements. Thanks to slick orga- 
nisation and free food, its meetings draw 
handsome crowds. But so did those of 
Bishop Abel Muzorewa during Zimbabwe's 


independence election in 1980—and yetin 


the end the bishop was trounced. A slogan 
on the wall in Katutura, a black township 
outside Windhoek, reads: “We eat with the 
DTA but vote for swaro”. The Alliance may 
get a fifth of the vote, SWAPO a bit over half. 
Despite its manifest failings, SWAPO's long 
years of exiled struggle have made it almost 
synonymous with independence in the 
minds of most Namibians. And the move- 
ment's Ovambo core makes up nearly half 
the electorate. 

For a country that has suffered 23 
years of war, Namibia is taking inde- 
pendence coolly. DTA and SWAPO sup- 
porters have exchanged occasional 
blows; half a dozen lives have been 
lost. But at SWAPO’s rally last week- 
end a man in the middle of the crowd 
wore a DTA T-shirt, and nobody dis- 
turbed him. Few except Mr Nujoma 
are likely to unleash uncontrolled 
passion at the hustings, not least be- 
cause each sentence has to be labori- 
ously translated into three or four 
languages. At most rallies, the police 
do not even bother to turn up. 
Hardly an election poster is defaced 
or torn by rival parties. A SWAPO offi- 
cial began Anton Lubowski’s memo- 
rial service by preaching against 
revenge. 

These things cheer up Namibians 
who worry whether, if the election 


violence. There are other dangers. 
White extremists, who were probably 
responsible for Lubowski’s murder, 
could strike again; the country is full 
of weapons left over from the war and 
large white-owned farms to hide them 
on. But most of the other snares have 
been avoided. 

The menace of Koevoet, the no- 
torious counter-insurgency force, has 
receded since international protests 
embarrassed the South Africans into 
reining it in. South Africa's remaining 1,500 
troops are confined to base; 41,000 refugees 
have returned safely; just about every eligi- 
ble voter in the country has been inscri 
on the register. United Nations vehicles pot- 
ter contentedly about the capital, although 
many of them have their number-plates 
missing. They have become popular souve- 
nirs among Windhoek's schoolchildren. 
One 13-year-old claims to have filched 17. 


— à 
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goes against it, SWAPO will revert to — 





Hop, skip, stop 


FROM OUR SOUTH AFRIGA CORRESPONDENT 


FTER striding purposefully to the brink, 

Mr F.W. de Klerk appears not to have 
enjoyed the view. His inaugural speech as 
South Africa's new president on September 


20th groaned with caution and blandness, 


putting an abrupt end to the great expecta- 
tions he had spent the previous days doing 
so much to raise. 

Barely a week earlier he had astonished 
his countrymen by declaring the time right 
for “peaceful dialogue" and giving permis- 
sion for some 35,000 people to march 
through Cape Town in protest at police bru- 
tality. Two days later he allowed a second 
march, this time in Johannesburg. Traffic 
came to a standstill as 15,000 people 
marched on police headquarters in John 
Vorster Square. 

Scenes like these have not been seen in 


— South Africa since March 1960, when Mr 


Philip Kgosana of the Pan-Africanist Con- 
gress led a column of black people in a 
march on Caledon Square police headquar- 
ters in Cape Town. By letting the protests go 
ahead, Mr de Klerk proved in the space of a 
few days that he had an iron nerve. But 
hopes that he would formally end the state 
of emergency and release Mr Nelson 
Mandela, the jailed leader of the African Na- 
tional Congress, were premature. 

In his inaugural speech Mr de Klerk 
promised to work for a climate in which it 
might become possible “to gradually move 
away from" the state of emergency. He said 
he would continue to release political pris- 
oners, as his predecessor, Mr P.W. Botha 
did, only if "proper order should not be 
threatened." A negotiated end to the coun- 
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F.W. unleashed on the street 
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South Africa try's conflicts was his “incisive intention"; 


on the other hand, he would deal firmly 
with “unrest and terrorism". 

A less ambiguous signal of Mr de Klerk's 
intentions is his choice of Mr Gerrit Viljoen 
as minister for constitutional development, 
with the job of seeking out black leaders to 
negotiate with. The appointment of Mr 
Viljoen, a former chairman of the Afrikaner 
Broederbond, suggests that this secret soci- 
ety is beginning to regain some of the influ- 
ence it lost under Mr Botha. 

This need not mean that Mr de Klerk 
has turned against reform. Broederbond 
thinking inspired many of the reforms in the 
five-year “action plan” the National party 
unveiled before the recent election. They in- 
clude the creation of a depoliticised presi- 
dency open to and elected by all races; the 
right of each race to control its "own af- 
fairs”; and representation for all races in the 
central government—so long as decisions 
there are reached by consensus. "There 
won't be a counting of heads but a counting 
of groups,” says Mr Viljoen. “However each 
group will count heads to put its point of 
view." Most of the heads in South Africa 
are black. They may take some convincing. 
—— 





Angola 


The stayaway 


HE civil war in Angola has lasted 14 

years; the agreement to end it may last 
no more than 14 weeks. Its fate will become 
clear after September 28th, when the central 
committee of Mr Jonas Savimbi's UNITA 
meets in the stronghold of Jamba to frame 
its response to a declaration agreed on this 
week by eight African leaders in Zaire’s capi- 
tal, Kinshasa. 

Despite pressure from America and 
South Africa to attend this meeting, Mr 
Savimbi failed to show up. In his absence, 
the eight leaders could do little more than 
restate their version of the Gbadolite treaty 
signed in June by Mr Savimbi and the Ango- 
lan president, Mr Eduardo dos Santos. That 
bound the two sides to a ceasefire and a joint 
commission to monitor it while drawing up 
a lasting peace agreement. 

Within weeks the accord fell apart, 
chiefly over claims by Angola's MPLA gov- 
ernment and some of the African leaders 
who attended the 18nation meeting that 
Mr Savimbi had agreed to go into exile for 
two years. This UNITA flatly denied. “If you 
don't defeat a man, you can't send him into 
exile," said Mr Savimbi, who also rejected 
MPLA suggestions that his army of 70,000 
men be integrated into the government's 
forces. The ceasefire has since collapsed. 

It is up to President Mobutu Sese Seko 
of Zaire, whom both sides accept as media- 
tor, to find a role for Mr Savimbi during the 
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Savimbi won't leave Jamba 


two-year run-up to elections and then to get 
agreement on it. At their meeting this week, 
the African leaders drew up a new docu- 
ment which they hope Mr Savimbi will sign. 
Mr Mobutu has recently been twisting Mr 
Savimbi's arm by holding up American sup- 
plies destined for UNITA, which faces a new 
government offensive aimed at severing its 
north-south supply route. But Mr Savimbi is 
not short of weapons, mainly thanks to the 
golden handshake given by South Africa 
when it was obliged, under last year's Na- 
mibia settlement, to end its direct support 
for the Angolan rebels. 

Perhaps more worrying for Mr Savimbi 
is UNITA's growing diplomatic isolation. The 
Americans and South Africans want to save 
the Gbadolite pact, and Mr Mobutu, once 
sympathetic to UNITA, seems to have shifted 
towards the MPLA. a 

President dos Santos is also being 
squeezed. His military position has weak- 
ened with the phased withdrawal of the Cu- 
ban troops that have been helping him: by 
November half the 50,000 Cubans will have 
left, and the remainder will have to stay 
north of the 15th parallel, well away from 
the front. Because the Russians, like the 
Americans, want an end to the war, Soviet 
support will decline. And although Angola 
is benefiting from higher oil prices this year, 
the recent closure, after a UNITA attack, of its 
last functioning diamond mine, at Cafunfo, 
intensifies the economic need for peace. 

Mr Savimbi may calculate that, for these 
reasons, and because of the degree of war- 
weariness in Angola, it is in his interests to 
fight on. Yet the military stalemate is likely 
to continue. Since Mr Savimbi's personality 
makes him a much more formidible politi- 
cian than President dos Santos, he may de- 
cide to give negotiation another try. 
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Moment of truth, continued 


- €€q BELIEVE on the part of Israel there 
are certain problems that we have to 
discuss among ourselves," Mr Yitzhak Ra- 
bin, Israel's defence minister, said in Egypt. 
He has always been a master of under-state- 
ment. The problems Israelis have to discuss 
are whether their governing coalition of La- 
bour-Likud opposites can survive and how 
to make peace with the Palestinians. 

Both questions have hovered behind Is- 

‘gaeli politics for years, and yet so far Israel 
has always managed to wriggle out of mak- 
ing a decision. Mr Rabin’s visit to Cairo this 
week makes the wriggling a good deal 
harder. But to understand why, it is neces- 
sáry to go back to the peace plan Israel un- 
veiled last April in the hope of stopping the 

ntifada, the Palestinian uprising in the 
West Bank and Gaza. 

Israel’s main offer in April was to nego- 
tiate a settlement with Palestinian leaders 
elected freely from the occupied territories. 
In Palestinian eyes, the defect in the plan lay 
in two things it ruled out or left unsaid. It 
ruled’out contact with the Palestine Libera- 
tion Organisation; it did not say whether Is- 
rael could ever bring itself to withdraw from 

Any occupied lands. 

vs The United States has nonetheless tried 
to persuade the PLO's chairman, Mr Yasser 
Arafat; to'let other Palestinians discuss the 


plan with Israel. The American case is that, 
even though Israel cannot stomach dealing 
with the PLO itself, the. promised election 
would produce Palestinian negotiators who 
support PLO policies anyway. And while the 
Likud is against withdrawal, Labour is in fa- 
vour. So by starting down negotiation road, 
the Palestinians could at least help Labour 
convince Israeli voters that peace is available 
through territorial compromise. 

Until last week, this argument was get- 
ting nowhere. If its own people were to be 
bypassed, objected the PLO, the delegation 
appointed to discuss the election with Israel 
should at least include some Palestinians 
from the diaspora, not only people who cur- 
rently live in the occupied territories, as Is- 
rael insists. And if Israel could not accept 
the basic principle of exchanging land for 
peace, why should the Palestinians go 
through all the bother of an election? 

That, at any rate, was the state of play 
until President Mubarak lured Mr Rabin to 
Cairo. He did so by having his diplomats 
prepare a list of “ten points", ostensibly in- 
tended to clarify Israel's offer. Far from re- 
jecting Israel's initiative, seven of the points 
are all about the detail of the election Israel 
proposes. The Egyptians want to be sure 
that Israel will accept the election's results, 
give its winners "immunity" and let resi- 















































dents of lerusalem take part in the v 
They also want international observers 
withdrawal of Israel's soldiers from v 
stations and a bar on Israelis entering 
West Bank and Gaza on polling day. — 

The remaining three points are 
signed to show the Palestinians that thi 
tion is not supposed to be an end in i 
but a first step towards a peace based or 
ritorial compromise. Thus Israel will b 
quired to freeze settlement activities, sel 
firm date upon which talks about th fi 
status of the territories can begin, an 
the Egyptians cleverly put it) "accept 
four principles of the American policy 
the Middle East". These include trà 
land for peace and acknowledging the 
litical rights" of the Palestinians. 

Some of these things will be harc 
some Israelis to accept. But from the poi 
of view of the Labour party, the won 
thing about the Egyptian list is what is. 
ing from it. Nowhere does it mention 
Yasser Arafat, the PLO, or the need fo 
independent Palestine. So Mr Rabin, : 
bour man, said in Cairo that he wo 
cept the idea of sending a delegation of. 
raelis to talk to a Palestinian delegation t 
will be put together by the Egyptians. 

Israel's prime minister, the Likud’ 
Yitzhak Shamir, seems alarmed by the pr 
pect of his election plan being taken th s 
riously. He called che Egyptian points "tri 
(not kosher), but postponed a meeti 
the inner cabinet, at which Labour: 
Likud may have to choose between settli 
their differences or breaking up the coa 
tion. Other Likudniks want to fight ti 
away. Three Likud ministers—Mr Ari 
Sharon, Mr David Levy and Mr Yirzk 
Modai—thought Aprils plan was. t 
enough, and call Egypt's mediation a p: 
text for talking to Mr Arafat. 

Israel's coalition government has. to! 
tered before, generally amid cries all rour 
that the nation is facing a moment of tru! 
Generally such moments pass, because 
ther party is eager to face another gene 
election. But this time, many Labour peop! 
say, Egypt is offering the best sort of cc 
promise Israel could hope for. That mi 
be worth fighting an election over. 





Lebanon 


oyria's place 


F AT first you don't succeed, try ag 

but this time do it Syria's way. Tha 
what an Arab League triumvirate (co: 
ing of King Fahd of Saudi Arabia, Presider 
Chadli Benjedid of Algeria and King Hassa! 
of Morocco) has done in its second atten 
to end the six-month war between Gene 
Michel Aoun and his Syrian and Mus 
emies in Lebanon. The threesomes 
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plan deals a serious, possibly fatal, blow to 
the general's ill-fated “war of liberation” 
against the Syrian soldiers who have occu- 
pied his country for 14 years. 

After their initial foray into Lebanese 
politics, the three Arab leaders proposed 
last July that reform of the Christian-domi- 
nated political system should go hand-in- 
hand with a phased withdrawal of the 
30,000 or so Syrian troops in Lebanon. 
Syria, citing the “special relationship” be- 
tween itself and Lebanon, turned the plan 
down. Six weeks ago the triumvirate walked 
off the job, blaming Syria for its failure. 

Having responded to international 
pleas to resume its work, the committee has 
now unveiled a rather different set of pro- 
posals. As before, the plan includes political 
reform to give Lebanese Muslims at least an 
equal share of power with Lebanese Chris- 
tians. But it now stipulates that Syrian 
troops will stay where they are for up to two 
years after those reforms are completed and 
a new government has been formed. Only 
then would Syria be required to regroup its 
forces in the (Lebanese) Bekaa valley and 
Start negotiating a timetable for getting out. 

The plan could scarcely have been more 
favourable to Syria had it been written by 
Syria itself, which it may have been. It makes 
no reference to Syria’s involvement in the 
fighting around Beirut or its vicious block- 
ade of the Christian enclave, except to call 
for a ceasefire and a lifting of the siege. In 
effect, it recognises Syria as the main power 
in Lebanon, and offers it a free hand to lord 
it over the Lebanese for years ahead. 

General Aoun has denounced the com- 
mittee for retreating under Syrian pressure. 
National reconciliation, he says, is impossi- 
ble under the shadow of Syrian guns. Yet 
the plan has been welcomed by most Arab 
states (though not by Syria's main enemy, 
lrag) and by the Americans, Russians, 
French and British. The general may have to 
accept it too, as the only practical way to end 

e present carnage in Beirut. In the long 
run, it will not solve a thing. 
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Nicaragua 


The unpacified 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


A IF they did not have enough enemies, 
the leaders of Nicaragua's contra rebels 
are taking on their old patron, the govern- 
ment of the United States. In frustration at 
American attempts to stop them fighting, 
the military leaders of the 10,000-12,000 
men in camps in Honduras are accusing the 
State Department of trying to force them 
into a deal with the Sandinist government. 
The five elected presidents of Central 
America agreed at the Honduran resort of 
Tela last month that the contras should be 
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A contra waits in Honduras 


demobilised by December 5th. The agree- 
ment called for "voluntary" demobilisation; 
but the contras remain intent on staying in 
business at least until after February, when 
elections will be held in Nicaragua. They say 
that only their continued presence can guar- 
antee a free and fair vote. 

The United States seems to have re- 
signed itself to the proposition that the 
contras have run their course. The contras 
themselves disagree. The fighting men of the 
Honduran camps recently voted to replace 
their political directors with a purely mili- 
tary leadership. The only surviving political 
director is Mr Enrique Bermudez, who re- 
signed last year as military chief and has now 
been restored to his post as general com- 
mander. He intends to thwart any attempt 
at demobilisation before the election. 

To encourage demobilisation, the Cen- 
tral American presidents set up a team, 
backed by the United Nations and the Orga- 
nisation of American States, known as the 
international commission for support and 
verification. Last weekend the team’s mem- 
bers had intended to visit the contra camps 
in southern Honduras. Mr Bermudez called 
off the visit at the last minute. Instead, the 
contras agreed to meet the commission in 
the Honduran capital, Tegucigalpa. Three 
of their four representatives there were, like 
Mr Bermudez, formerly officers in the Na- 
tional Guard of Nicaragua’s deposed dicta- 
tor, Anastasio Somoza. 

American officials make no secret of 
their dissatisfaction with this negotiating 
team. They would like to see other anti- 
Sandinist exiles represented in the talks, in- 
cluding in particular the east-coast Indians 
and the fighters on the southern front. The 
contras based in Honduras reject these al- 
lies, all the more strongly since, this week, 
five senior Indian leaders went home to Nic- 
aragua under terms negotiated with help 








from Mr Jimmy Carter, the former president 
of the United States. 

The task of the “verification” mission is 
far from clear. The Sandinists say it was set 
up to persuade the rebels to accept guaran- 
tees of a safe return. Others argue that this 
assumes too active a role for the commis- 
sion, and that its job is not to persuade one 
side or the other, but to bring the two closer 
together. As for the contras, they put their 
faith in the church. They are shortly to have 
a meeting with Cardinal Miguel Obando y 
Bravo, the archbishop of Managua, in Mi- 
ami. If he cannot persuade them to stop 
fighting, maybe nobody can. 
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El Salvador 


Peace, maybe 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


N Central Americans talk peace, -- 

they are often preparing a new round 
of war. Earlier this year El Salvador's rulers 
talked to the guerrillas of the Farabundo 
Marti National Front (FMLN). The sequel 
was tougher fighting in the mountains, and 
bombs in the capital. Then came the March 
elections, and the Christian Democratic 
government gave way to the right-wingers of 
ARENA, the party uncertainly led by Mr 
Alfredo Cristiani. The fighting went on. 

Last week, when it seemed least likely, 
rebels and right-wingers met in Mexico, and 
the dialogue seemed serious. The senior 
rebel commander, Mr Joaquin Villalobos, 
made a startlingly frank appeal—to the 
press, at least. He admitted that the Salva- 
doran left had already missed one historic 
opportunity to unite Salvadorans behind 
their cause. "This was a sin and our pay- 
ment has been ten years of war," he said. He 
believed that the rebels, war-weary, knew- 
they could not win. 

Mr Villalobos has shed his olive fatigues 
for a suit and tie. His jet-setting seems to 
have convinced him that the days of armed 
struggle are passing. Mr Cristiani may, per- 
haps, buy that. It will be harder to persuade 
the hardliners in ARENA and El Salvador's 
American-trained officers. 

Government and rebels will meet again 
in mid-October in Costa Rica. The rebels 
have their agenda ready, with proposals for 
a ceasefire by November 15th and a perma- 
nent end to hostilities next January. They 
have dropped their demand for a share of 
power ahead of elections. Their new line is 
that they will demobilise and reorganise as a 
political party, provided that ARENA reforms 
the justice system and army. The rebels in- 
sist on legal action against officers involved 
in death-squad killings; among these they in- 
clude ARENA's eminence grise, Mr Roberto 
D'Aubuisson. 

Army reform, however mild, is some- 
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hing Mr Cristiani would be hard put to de- 
iver, even if he wanted it. Senior officers re- 
ect negotiations over the destiny of their 
ly selfprotective institution. The 
s seem to think the United States 
night help to persuade them; of its $3.8 bil- 








Í lr in aid to El Salvador in the past decade, 


at least a third has been military. The rebels 
ay they would stop fighting right away if 
that flow were stopped. 

— The rebels’ preference for the public-re- 






ons game may be seen by Salvadoran 
tight-wingers as a sign of weakness. Mr 
Villalobos and his men insist that they are 
ated to their cause, ready—if reluc- 
——to return to the mountains with their 


Home on the range 
Arms control 


Slowly, slowly 


P AN effort to show critics that he is mov- 
. ing on arms control, the American secre- 
tary of state, Mr James Baker, announced 
this week that America would abandon its 
insistence on outlawing long-range mobile 
land-based missiles, as long as Congress ap- 
proves the money to deploy America's own 
mobile Mx and Midgetman missiles. Ameri- 
'a's new position, when it is put forward for- 
mally at the Geneva START talks, will remove 
one of the obstacles in the way of an agree- 
ment on long-range weapons. 
. An insistence on banning mobile mis- 
iles would have required the Soviet Union 
to scrap the 20 ss24 and 150 ss-25 missiles it 
has already deployed. Naturally, the Rus- 
sians objected. America has not yielded 
merely to get the talks going. Many of its an- 
alysts believe mobile missiles make nuclear 
less likely because it is not possible to 
- locate them with enough confidence to try 
- to knock them all out with a single strike; a 
lot would almost certainly be left to fire back 
in retaliation. Above all, the Bush adminis- 
tration has had trouble prising money out of 
Songress to build two enormously expen- 
‘sive mobile systems while it was arguing in 
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guns for another ten years. Their gamble 
seems to rest on the belief that most Salva- 
dorans long for an end to the war, and that 
Mr Cristiani wants to please the people. 
Unfortunately, Mr Cristiani's peaceable 
gestures do not please all members of his 
own party. In August he went along, how- 
ever reluctantly, with the other Central 
American presidents in ratifying the plan to 
demobilise the Nicaraguan contras. This in- 
furiated his own hardliners, who believe the 
Nicaraguan government sends the FMLN its 
weapons. The hardest-line of them are angry 
that he is talking to the rebels at all. Peace 
may be popular, but not necessarily with ev- 


erybody. 


Geneva that they should be done away with. 

More by coincidence than design, two 
days after Mr Baker's statement NATO had 
something new to say in the Vienna talks 
with the Warsaw pact aimed at cutting con- 
ventional forces in Europe. NATO's main 
proposal, delivered on July 13th, contained 
a significant concession, by including com- 
bat aircraft and helicopters, weapons that 
NATO had hoped to leave out but which the 
Warsaw pact insisted on having in. 

NATO had hoped to include in that pro- 
posal a number of "stabilising measures" 
and provisions for checking on compliance 
with the eventual treaty, but internal dis- 
agreements prevented it. Now NATO has got 
agreement and presented new proposals. 
These specify the information to be ex- 
changed—this would include details on 
units down to battalion and air-squadron 
level—and on exercises, which would be 
limited to 400,000 men and 800 tanks. 
Movements of more than 600 tanks would 
have to be announced six weeks in advance. 
Equipment in storage could be removed 
only on six weeks' notice. 

The verification rules deal both with 


checking on the reductions that may be 
agreed and the short-notice "challenge" in- 
spections to keep track of things after that. 
There will be a limit on the number of chal- 
lenge inspections that any country is obliged 
to accept but—and this may prove to be the 
most controversial point among outside ob- 
servers—these inspections will be limited to 
those sites where a country has declared it 
has military installations. 





Terrorism 


Lockerbie again? 


IKE a bad dream, it seems to be happen- 
ing again. On September 19th a pc-10 
passenger jet belonging to the French air- 
line, UTA, disappeared shortly after taking 
off from Ndjamena, the Chadian capital, on 
its way to Paris. Wreckage and corpses 
strewn from the jet were spotted in the 
desert inside neighbouring Niger; all of the 
171 passengers and crew on board were pre- 
sumed to have died. Then, the following 
day, suspicions grew that the jet had been 
brought down by a bomb. 

The main reasons for suspecting a bomb 
are the lack of radio warning from the aero- 
plane's crew and the pattern of wreckage. A 
spokesman fot UTA said that the vast area 
over which debris was spread suggested an 
explosion at high altitude. French authori- 
ties are less impressed by telephone calls, of 
doubtful provenance, received after the 
crash and claiming responsibility. One caller 
said the jet was bombed by a group known 
as Islamic Jihad in revenge for Israel's kid- 
napping from Lebanon of Sheikh Abdel 
Kareim Obeid, a member of Hezbollah, the 
Iranian-inspired "Party of God”. 

Last December, when a bomb destroyed 
a Pan Am jumbo jet over Lockerbie in Scot ^ 
land, nobody claimed the credit. The Ira- 
nian government hastened to disclaim 
responsibility, as did the man who is now 
the prime suspect, Mr Ahmed Jibril of the 
Popular Front for the Liberation of Pales- 
tine-General Command. A Palestinian link 
is unlikely in the Chad crash: the French, 
unlike the Americans, are deemed friendly 
to the Palestinian cause. 

Even so, many arguments stirred up by 
Lockerbie are being revived by the crash. 
One concerns the duties of airlines as op- 
posed to governments in protecting passen- 
gers. The American Federal Aviation Ad- 
ministration intends to fine Pan Am 
$630,000 for failing to apply proper proce- 
dures at Frankfurt airport and Heathrow, 
where the jumbo had stopped on its fateful 
flight towards Lockerbie. UTA claims that it 
recently withdrew private security gurads 
from the Chadian route—on the advice of 


the French interior ministry. 
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Nationalists all tolind him 


Boss in Moscow, bother in the 


~ republics 


Oe again, Mr Mikhail Gorbachev 
has sprung a surprise and so snatched 
the initiative just when he seemed in danger 
of losing it. The most important event at the 
special session of the Communist party's 
Central Committee called to discuss the So- 
viet Union’s turbulent republics turned out 
not to concern the republics at all; it con- 
cerned the party itself. Mr Gorbachev suc- 
ceeded in reminding the comrades who's 
boss. What he has not yet done is show how 
the party, the traditional source of authority 
in the country, is supposed to respond to a 
rapidly pluralising Soviet Union. 

The surprise was the extent of the Polit- 
buro changes announced on September 
“Oth. The Kremlin's hardliner-in-chief, Mr 

~ Jegor Ligachev, keeps his job. But out go a 
clutch of other conservatives: Mr Vladimir 
Shcherbitsky, the party boss in the Ukraine 
who was the only leftover of Brezhnev's Po- 
litburo apart from Mr Gorbachev himself; 
Mr Viktor Chebrikov, an ex-KGB chief and 
advocate of old-fashioned discipline; and 
Mr Viktor Nokonov, a failure in his agricul- 
ture job, which had anyway been usurped by 
Mr Ligachev. Two non-voting members of 
the Politburo were also dropped: Mr Nikolai 
Talyzin, a failed former head of Gosplan, 
the state planning commission; and Mr Yuri 
Solovev, the ex-boss of Leningrad who had 
been humbled by the voters in March. 

Mr Gorbachev has replaced them with 
men more to his taste. He has promoted Mr 
Yuri Maslyukov, the current head of Gos- 
plan, from non-voting to voting status on 
the Politburo, and he has propelled the KGB 
boss, Mr Vladimir Kryuchkov, straight to 
full Politburo membership. Mr Kryuchkov 
is the man bringing glasnost to the KGB. His 
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advancement is one sign of Mr Gorbachev’s 
reliance on that agency's support. Another 
is the elevation to junior Politburo member- 
ship of Mr Boris Pugo, a KGB man who heads 
the commission responsible for party disci- 
pline. A well known liberal, Mr Yevgeny 
Primakov, also becomes a junior member. 

All this gives Mr Gorbachev more clout 
in the Politburo. But the Politburo itself is 
no longer the all-powerful body it once was. 
It used to meet every Thursday. Now it 
meets about twice a month. The Central 
Committee’s influence is also waning. “It is 
necessary to discuss”, Mr Mikhail Gorba- 
chev said in his opening speech on Septem- 
ber 19th, “what kind of Central Committee 
we would like to have." This was an admis- 
sion of the depth of his party’s confusion. 

The confusion stems largely from Mr 
Gorbachev’s decision to give parliament 
some real power. That was his way of mak- 
ing it harder for conservatives to block re- 
forms, or (as they did with Khrushchev) to 
get rid of the leading reformer. The effect on 
the party has been traumatic. 

Now that the Soviet Union has some- 
thing like a proper parliament, the Central 
Committee is losing its control over deci- 
sions. And, because it is dominated by con- 
servatives, it is failing to reflect or keep pace 
with the changes sweeping the country. A 
year ago, Mr Gorbachev emasculated its sec- 
retariat. Local Communists have since been 
complaining that they no longer receive 
clear instructions. Some Politburo mem- 
bers, including some who survived this 
week's purge, have worried in public that 
the party is losing authority. 

Reformers believe that the party must 
earn its authority by turning itself into a 


more modern-minded outfit. That means, 
not least, overturning the conservatism of 
the Central Committee. It takes a full party 
congress to change the Central Committee; 
So Mr Gorbachev is bringing the next cone 
gress forward by six months, to October 
1990. By then, he hopes that local elections 
will have helped put reformers in the jobs 
which qualify for Central Committee mem- 
bership. And he hopes to have addressed 
himself to some of the questions about the 
party's future position (for example, should 
its "leading role" remain guaranteed?) 
Even if adequate answers can be found, 
there is a danger that they will come too late. 
In the next few months parliament has to 
take decisions on crucial economic laws, in- 
cluding ones on the economic rights of the 
republics. Communists in the republics 
have to decide now how to compete with the 
local popular fronts. Ways must be found to 
ease the separatist strains on the union. 
This week's already much-delayed dis- 
cussion of the nationalities problem did not 
produce convincing policies. The Central 
Committee approved a compromise docu- 
ment which seems to satisfy no one. Mr 
Gorbachev tried to lay down the limits of. 
local independence: no secession from the 


union, no splits from the Communist party | 


(such as the Lithuanians have been contem- 
plating), and no discrimination against mi- 
norities in local laws (such as those intro- 
duced on voting rights in Estonia). 

Restless folk in the republics are un- 
likely to pay much attention to these limits. 
They will, however, have been made a touch 
more restless by Mr Gorbachev's failure to 
put more non-Russians in the Politburo: Mr 
Pugo from Latvia hardly compensates 
the loss of the Ukrainian Mr Shcherbitsky, 
and the only other non-Russians are the 
Georgian Mr Edward Shevardnadze and Mr 
Nikolai Slyunkov, a Belorussian. After this 
week Mr Gorbachev's personal authority 
looks greater than ever, but the tensions he 
has exposed look just as threatening. 

-s —$——— 
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ROM OUR MOSCOW CORRESPONDENT 


H^? he just looked at some simple 
statistics, Mr Gorbachev might have 
ealised earlier how hard it would be to 
keep the Soviet Union's 15 republics to- 
„gether. Not only are there big differences 
-in living standards between the republics. 
- Throughout the 1980s the richest ones 
have been getting richer, while the poor- 
est have been growing relatively poorer, 
according to research by PlanEcon, an 
American consultancy. So the 
poor, baby-booming south is 
looking for aid which the Mos- 
cow budget can ill afford and 
the better-off, independence- 
seeking Balts are not prepared 
to give. 

(Mr Gorbachev plainly 
failed to foresee both these 
economic strains and the 
amount of nationalist feeling 
glasnost would unleash. It took 
he outbreak of hostilities be- 
een Azerbaijanis and Arme- 
ians early last year to open his eyes. Now 
e sees trouble just about wherever he 
looks around the Soviet Union. 

_ The nastiest nationalism is still in the 
ispute over the mainly Armenian en- 
lave of Nagorno-Karabakh in Azerbai- 
n. People there are having to rely on air- 
lifts for many supplies. On the road from 
Armenia through Azerbaijan troops are 
attacked by Azerbaijanis. The worst fight- 
ing between Christian Armenians and 
Muslim Azerbaijanis took place between 
November last year and January this year, 
when 80 people were killed. The Moscow 
viceroy sent to rule the enclave directly, 
Mr Arkady Volsky, says feelings are run- 
ning even higher now than then. 

—In Azerbaijan the local parliament, 
which is infected by Shia Muslim fervour, 
has demanded an end to direct rule from 
Moscow and the return of Nagorno-Kara- 
bakh to Azerbaijani control. A Popular 
Front was set up in March to press for 
this, and brought the entire republic to a 
- halt with a week's general strike earlier 
this month. The Armenian parliament 
< wants Nagorno-Karabakh handed over to 
Armenian control. Because 80% of Arme- 
: nia's supplies come by rail from Azerbai- 
jan, the general strike there in effect sub- 
jected Armenia to an economic blockade. 
` There is little fuel in the republic and the 
rebuilding programme after last Decem- 
_ ber's earthquake has come to a halt. 

The Nagorno-Karabakh dispute is a 
quarrel between two nationalities. It 
hould be possible to use force to keep the 
| factions apart without compromising 
- perestroika. Not so in Georgia. The dem- 



























































The battle lines of the republics 





onstrators there want outright indepen- 
dence (that is, when they are not fighting 
the local independent-minded minority, 
the Abkhazians). "Red army of occupa- 
tion go home", say the posters. But the 
Georgians are badly organised, with a 
dozen squabbling nationalist movements. 
The one thing that would certainly bring 
them together would be a repetition of the 
atrocity in April, when Soviet troops 
killed 20 demonstrators in the 
capital, Tbilisi. 

The independence move- 
ments in the three Baltic re- 
publics—Estonia, Latvia and 
Lithuania—are well organised 
and politically astute. They are 
talking about holding referen- 
dums to ask their people 
whether they want to leave the 
Soviet Union. Each republic 
has its own mass-membership 
popular front. The Sajudis 
movement controls 36 of the 
42 elected seats in the Lithuanian parlia- 
ment. With more elections looming, the 
local Communists are having to show in- 
dependent-mindedness of their own to re- 
main credible with the voters: the Lithua- 
nian comrades want to declare 
independence from the Soviet Commu- 
nist party. But the Baltic popular fronts 
may be sophisticated enough to accept a 
wide measure of autonomy for their re- 
publics in return for dropping demands 
for full independence. 

There are only 6m Balts and 13m 
Transcaucasians. The unrest in Moldavia, 
centred on demands to make Romanian 
the offical language there, affects only 3m 
people. The biggest trouble could come 
from three areas which have been quiet 
but are starting to rumble. 

First, the Ukraine, with 50m people. 
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On September 10th the local popular 
front, called Rukh, held its founding con- 
ference in Kiev. Already Rukh has 
210,000 members. Its supporters come 
mostly from the peasantry of western 
Ukraine, taken from Poland in 1940; it 
also has the support of the banned Ukrai- 
nian Catholic church; so religious and na- 
tionalist demands go hand in hand, as in 
Poland. Mr Vladimir Shcherbitsky, 
Brezhnev's old crony, has kept the 
Ukraine quiet for years, but seems to be 
losing his grip. He has lost his job on the 
Politburo in Moscow, and can hardly feel 
secure as boss in Kiev. How will Ukraini- 
ans react to this meddling from Moscow? 

Then there is Central Asia. The Cen- 
tral Asian republics account for 1896 of 
the Soviet population but 4096 of the 
number of births. Their population will 
rise by 7096 by the end of the century, 
while the Russian one declines slightly. So 
far there has been little sign of Muslim 
fundamentalism. But trouble could come 
suddenly. In June Kazakhs rampaged 
through Novy Uzen, an oil town, smash- 
ing up private businesses and demanding 
that immigrant Caucasian businessmen 
be thrown out. The worst ethnic riots in 
Soviet history occurred in June in the Fer- 
gana valley of Uzbekistan, when Uzbeks 
began to butcher Meskhetian Turks; 
50,000 people were evacuated. 

The strongest nationalism of all could 
yet prove to be the Russian sort. Russians 
make up about half the Soviet population. 
Many of them feel outraged by the rebel- 
lious behaviour around them. Russians 
living outside the Russian Republic have 
formed organisations to protect them- 
selves from discriminatory laws passed by 
local nationalists, such as the Estonian 
one limiting the right to vote to long-term 
residents. On September 9th the United 


Front of Workers of Russia held its first ^ 


meeting in Sverdlovsk. It wants to defend 
fellow-Russians in the other republics. 
The battle lines are being drawn. 
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The introduction of new technology, along with 


customer demand for more sophisticated information 





















management services, is breaking down barriers and moving 


vee The borders of 
mation management 
are disappearing, 


Its a language Bell Atlantic and its European 








subsidiaries understand very well. 

Through Bell Atlantic International were 
supporting worldwide advances in telecommunica- 
tions with software and systems integration 
solutions, from value-added services to 
network management. 

Through Bell Atlantics Sorbus 
and Eurotech companies, we're maintaining 
computer and data communications equipment 

distributing high quality communications products 
and developing value-added services. 

And Bell Atlantic Financial offers a range 
of computer leasing and related services. 


Today, Bell Atlantic is serving Europe from 





over 50 locations. To see how 
we can work with you 
tomorrow, contact us by tele- 
fax in France on 01-4270- 
6809, in Germany on 
01-211-139-0837, in Italy 
on 02-825-4368 and in 
the United Kingdom on 


01-783 0135. 
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Hungary 


Anything Poles 
can do 


FROM OUR BUDAPEST CORRESPONDENT 


HEY are doing deliberately what the 

Poles staggered into more or less acci- 
dentally. By early next year the people of 
Hungary will probably have a non-commu- 
nist prime minister working smoothly, they 
hope, alongside a communist but relatively 
unpartisan president. This was the outcome, 
on September 18th, of the negotiations be- 
tween Hungary's communists and the coun- 
try’s assortment of recently legalised non- 
communist parties. ^. 

Hungarians will vote for a president in 
November. The parliamentary election is 
rovisionally set for February. The whole 

à — igreement, including six draft bills to ease 
the “peaceful transition to democracy”, will 
be submitted to parliament next Tuesday, 
September 26th. The communists’ built-in 
majority ensures its passage, though some 
details may still be changed. 

One difference from Poland is that, un- 
like the agreement between Solidarity and 
the:communists in that country, Hungary's 
new deal reserves no seats for the present 
'ruling party. Of the new parliament's 374 
members, 152 will be elected from single- 
~ member constituencies, 152 from party lists 
in the counties into which Hungary is di- 

-.. : vided, and the rest by a form of proportional 
representation from among the runners-up. 
Although it will be necessary to win at least 
-4% of the county-list vote to get any seats in 
that category, the result is likely to be a lot of 
parties in parliament: half a dozen or more, 
on the best first guess. 
The biggest fight was about the new 
residency. Throughout the three-month 
«1iegotiations, the communists argued for a 
fairly strong president—with some power to 
dissolve parliament, and in command of the 
armed forces—to be chosen by the whole 
electorate before the parliamentary election. 
Only such a president, said the communists, 
could provide a national focus when no sin- 
gle party looked like winning an absolute 
majority in parliament. There was also a 
more practical reason. The winner of such a 
presidential election would almost certainly 
be Mr Imre Pozsgay, leader of the commu- 
nists’ reform wing, who is widely popular. 
Although Mr Pozsgay has abandoned 
much more of his ideological baggage than 
Poland’s General Jaruzelski, the opposition 
was not entirely happy with an arrangement 
that suited him so well. It therefore wanted 
-the new man elected by the new parliament, 
it expects the communists to be in a 
rity. In the end the opposition backed 
me.cost to its unity. Six of the 









gest, the Democratic Forum—signed the ac- 
cord (though one of them, the Social Demo- 
crats, attached some reservations). The 
objectors, notably the liberal Alliance of 
Free Democrats, did not veto the whole 
agreement, as they were theoretically enti- 
tled to do; they glumly let it through, but 
their relations with the rest of the opposi- 
tion have been hurt. 





Two of the draft laws that go to parlia- 


ment next week deal with the changes in 
Hungary’s penal code and its judicial proce- 
dure that are needed to bring it into line 
with western practice in these matters. An- 
other bill provides for a constitutional court 
that will create a check on the powers of 
both president and parliament. 


Maybe the happiest surprise—and an- 





other difference from Poland—is the e 
of the communists’ willingness to cut. 
power to control the apparatus of the 
They have agreed to dismantle party cel 
government offices, the armed forces 
police and the courts, and to reduce th: 
of the party's private army, the Wi 
Militia. Cheering though this is, how 
the party’s new humility has its limits. 
communists do not wish to abolish 
Workers’ Militia. They want to k 
cells in factories. They are prepared t 
- back 2 billion forints-worth ($33m) o 
that have somehow fallen into 
possession, but the opposition says 
still a drop in the ocean. The dra 
include both the party's and the o 
tion's proposals on these things, and 








































FROM OUR MADRID CORRESPONDENT 


N THEIR first day at school, Span- 

ish children have to fill out a ques- 
tionnaire. At a primary school in Vigo in 
Galicia, in the north-west, the teachers 
can show you one on which, alongside 
"Occupation of Father"', a little girl has 
written in careful, faltering script the 
word: “Smuggler”. 

This week her daddy and many like 
him are contemplating their future with 
extra uncertainty. On September 15th 
the government imposed new restric- 
tions on the speedboats that for years 
have run circles around Spain’s customs 
service. Owners now have to notify the 
authorities of their arrivals and depar- 
tures and moor where they are told or 
face immediate impoundment and even- 
tual confiscation of the boat. 

The measures are aimed chiefly at the 
smuggling craft tied up in Galicia’s mini- 
fjords, the rias. The most obvious are the 
planeadoras, 15-metre speedboats with 
five 300-horsepower outboard motors 
ranged along the stern. These take their 
illicit cargoes from lanzaderas, motor- 
yachts of up to 30 metres equipped with 
powerful inboard engines, and transfer 
them to cabezones, two-metre boats with 
one or two outboard motors, capable of 
manoeuvring in the narrow creeks that 
score the banks of the rias. Much of the 
contraband comes from nodrizas (wet 
nurses"), freighters lying offshore. On 
the very day the cabinet announced its 
decision, two suspected smugglers were 
injured as they tried to avoid a high- 
speed boarding by customs agents based 
in Vigo. 

Galicia's serrated coastline has long 
provided ideal conditions for smugglers. 
What has stirred the government into ac- 
tion is growing evidence that some of 


Cocaine at full throttle 









































































































































tional commodity, tobacco, into cocai! 
Several consignments of the drug found. 
by customs officers in north-west Euro 
have been concealed in refrigerated lo 
ries carrying Galician fish and shellfis 
Contacts between smugglers in north: 
west Spain and Colombia’s Medellin ca: 
tel are thought to have been establis 
about five years ago. 

The customs service reckons that 
quarter of the 200,000 people aroun 
one of the rias live directly or indi 
from smuggling. The best launch | 
rarely work beyond the age of 45 beca 
of the damage they do to their backs 
when slamming across the waves at 
speeds of over 60 knots. While their 
spines hold out, they command £1,000 a 
trip and are local heroes. Several, like 
bullfighters, have acquired nicknames. 
They do not intend to let themselves be 
gored by Spain’s new rules. Several 
speedboats have been spotted headi 
south to new moorings in Portugal. 





























































































































ion groups—including the big- 
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ment will have to choose. 
Still to be decided is the mechanism for 


~ nominating presidential candidates, and the 


allocation of air-time and newspaper space 


for the elections. New laws have to be 
drafted on the press and television and on 


f 
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EU 








Pozsgay presents the popular face of communism 


data-protection. A new labour code ban- 
ning political discrimination at workplaces 
has to be drawn up. A constitutional guar- 
antee has to be worked out against "violent 
solutions for political questions". It's hard 
work, scrapping communism. 

—ü' 





West Germany 


- The new yuppies 


FROM OUR BONN CORRESPONDENT 


S ANOTHER West German economic 
miracle in the making? Certainly not one 
as striking as the "ashes to riches" recovery 
after the second world war. But the new 


- wave of German immigrants from the com- 


munist east promises to bring at least a mini- 
miracle in the 1990s. 

The postwar economy boomed not least 
because more than 10m refugees fled to 
West Germany, boosting demand and swell- 
ing the labour force. The influx now is much 
smaller but growing fast. This year alone 
more than 100,000 East Germans (40,000 
last year) and about 350,000 other ethnic 


-—— Germans (203,000 last year) from elsewhere 
- in communist Europe are coming to settle in 


= 


West Germany. It is thought that at least 1m 
more East Germans and some 3m other eth- 
nic Germans are pondering whether to 
come too (more than the number of Hong- 
kong Chinese who might want to leave for 
Britain) though many will no doubt stay 
where they are. This week there were signs 
of new steps by East Germany to staunch 
the embarrassing flow of its citizens going 
west via Hungary's open border with 
Austria. 

The newcomers are causing friction 
(and costing a lot of money) in West Ger- 
many. They are accused of adding to the 
housing shortage and to competition for 


70 


jobs, or of simply wanting to guzzle social- 
security benefits. That jealousy and resent- 
ment help to account for the rise in support 
over the past year for the far-right Republi- 
can party, which prefers foreigners (even 
"German" foreigners) to stay at home. 

But gradually the benefits are becoming 
clear too. The main one is that the new ar- 
rivals are on average a lot younger than 
West Germans, who have one of the world's 
lowest birth rates and all the problems of a 
greying population. The relative youth of 
the newcomers was already noticeable in the 
figures for 1988 (see table); it is likely to be 
still more apparent now, because of the un- 
usually large proportion of young people 
among the 17,000 or so East Germans who 
have made the crossing from Hungary this 
month. 

This injection of fresh blood from the 
east means more consumers (builders and 
retail traders are rubbing their hands) and 
more contributors to West Germany’s pen- 
sion and health systems. With 1.9m jobless, 
the last thing West Germany might seem to 
need is more labour. But alongside the un- 
employed there are at least 300,000 skilled 
jobs (and a lot of apprenticeships) going beg- 
ging, in anything from baking to metalwork- 
ing. Many of the newcomers have the re- 
quired skills or else are adaptable enough to 





learn them quickly. Hence the swarms of 
employers at the arrival camps, thrusting job 
offers on surprised immigrants who thought 
they might take months to find work. 

The East German arrivals are particu- 
larly sought after. That is partly because 
they speak the language (which not all eth- 
nic Germans do fluently); partly because 
many already have pretty clear ideas about 
life in West Germany and will settle in more 
quickly than those who have not been 
watching West German television every 
night for years. But most of all it is because 
they tend to be well trained, disciplined and 
ambitious. Those qualities endear the East 
Germans to their new employers, but they 
tend to irritate West German workers who 
mutter about  Streber—"pushers" or 
"swots". 

Those coming across through Hungary 
this month may be even more pushy than 
their predecessors. According to an opinio“ 
poll, most of the newcomers were already si 
per-yuppies by East German standards: 61% 
had a car, 57% a colour television and 15% 
even had a small place in the country. Only 
37% said they would have stayed in East 
Germany had there been political reforms 
there (a further encouragement, if one is 
needed, to that country's elderly leadership 
not to make any). All felt they had better 
chances of getting on in the West. "You 
claim to have a competitive society,” said 
one self-possessed young East German who 
was told by a television interviewer he might 
take a job away from a West German. “Well, 
I am part of the competition.” 

Apart from their impact on the econ- 
omy, how will these go-getting capitalist 
types vote, now they have a choice of par- 
ties? The answer delights Mr Helmut Kohl, 
the chancellor and leader of the conserva- 
tive Christian Democrats, who faces a tough 
election in December next year. The new- 
comers much prefer the Christian Deni 
crats to the opposition Social Democrats. 
Intriguingly, 8696 of them favour German 
reunification, although only 896 think it will 
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Likely voté Christian 


mocratic, too 


come soon—much the same response poll- 


- ters have regularly received from West Ger- 


mans. That too will please Mr Kohl, who has 


- done much to put the word “fatherland” 


back into German mouths. 





European Commission 


Trading places 


FROM OUR BRUSSELS CORRESPONDENT 


0 pa gets more like Washington 
every day. The shoals of consultants, 
lobbyists, lawyers, diplomatic and not-so- 


. diplomatic representatives have been thick- 


ening for some time. Now Brussels is having 
to cope with another Washington phenome- 
non: gamekeepers becoming poachers. The 
move from public service to private business 
in America is such a regular phenomenon 
that some basic rules have been codified. 
For instance, government officials must wait 
a certain time after leaving office before they 
can represent a foreign government. 

There have always been a few instances 
of ex-Eurocrats taking EC-related jobs in pri- 
vate business. One of the most spectacular 
moves was in 1985 when the director-gen- 
eral (that is, the top civil servant) for agricul- 
ture, Mr Claude Vilain from France, re- 
signed to join Socopa, a large French meat- 

ing co-operative, whose operations 
depended closely on the commission's ex- 
port and import procedures for farm 
products. 

One side-effect of the EC's 1992 project 

been to raise the demand among outsid- 
ers for people with this level of inside exper- 
tise on the way Brussels works. The commis- 
sion’s policy of encouraging early retirement 
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S 1992 creeps up, so does the need to 
turn the European Community's 
single-market project into laws that 
work. There are now 279 measures in the 
plan, of which 130 have been adopted by 
the Council of Ministers. Of those, at 
the start of this month, 63 directives had 
already taken effect and should have 
been incorporated into the national laws 
of all 12 of Europe's members. Just six 
had been so honoured. 

Our chart shows which governments 
are laggardly. Britain, the reluctant Euro- 
pean, turns out to be among the most 
punctilious law-adopters. Italy, arch-en- 
thusiast for European union, finds it 
hard to get its civil service and parlia- 


| Europe's rhetoric and reality 





ment to deliver the legislation. It has now 
set up a new, annual procedure to shove 
its Euro-backlog into law. 

The European Commission takes 
governments that do not comply with 
directives to the European Court. The 
chart shows the number of court rulings 
being ignored by governments. Their ris- 
ing number threatens to trivialise the 
court, which cannot impose spine-stiff- 
ening sanctions against governments if it 
is ignored. Britain's sole dereliction con- 
cerns the particular way it insists car 
headlights be wired. One of West Ger- 
many's four involves its popular “butter 
cruises" for duty-free shoppers, another, 
its insistence on the purity of beer. 
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Single-market directives that should already have been made national law (total=63) 
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among senior officials has increased the sup- 
ply. But, despite the expansion of this trade, 
there still seems to be no clear code of ethics. 

The commission's director for telecom- 
munications, Mr Tjakko Schuringa, a 
Dutchman, has just resigned to take a senior 
job in the telecoms division of Sony Cor- 
poration of Japan. A former director in 
charge of EC relations with the Far East, Mr 
Louis Kawan from Belgium, now advises So- 
ciété Générale, Belgium's biggest holding 
company, on its international activities. 

At the beginning of this year a former 
commissioner for the environment, Mr 
Stanley Clinton Davis from Britain, became 
a consultant with an American-based pub- 
lic-relations group, Hill and Knowlton. One 
of its accounts is to handle part of the Brit- 
ish government's campaign on the contro- 
versial issue of water privatisation. 

Not known as a sensitive man, Mr Clin- 
ton Davis had to be prised from his chair by 
his successor, Mr Bruce Millan, when he ar- 
rived in Brussels to take up his post last Jan- 





uary. In July, when the new European Parlia 
ment assembled for the first time ir 
Strasbourg, Mr Clinton Davis bluffed his 
way into the chamber to press the flesh with 
incoming Euro-mps before sitting down in 
his former seat (which is now Mr Millan's) 
on the benches reserved for commissioners. 
Mr Millan now never leaves home without a 
shoehorn. 

One argument used by top politicians in 
America for going on to sell their skills out- 
side government is that they have given pub- 
lic service for salaries 5096 below what they 
could get in the private sector. Eurocrats 
cannot plead similar self-sacrifice: a director- 
general in the Brussels commission takes 
home about $100,000 a year after tax. The 
extra-curricular activities of junior staff in 
the commission are clearly codified: they 
need their boss’s permission even to write a 
newspaper article or to make a public 
speech. Some of them feel the time has come 
to add a new chapter to the rule book. 
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a new species to Africa. 
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Trial and error 


OR the world's poor countries, this past decade 

has been a cruel disappointment. Hobbled by 
debt or by other difficulties, most of them have seen 
their growth rates slow, and many have seen living 
standards that were often already pitifully low fall 
even further. In 1980 the average income per head 
in the poorest region of the world, black Africa, was 
$560 (in 1980 dollars); last year it was $450. Behind 
such numbers lies human wretchedness on a dread- 
ful scale. 

Unto him that hath shall more be given. Over 
the same period, income per head in the industrial 
countries increased from $11,000 to $13,000. So 
many poor countries are not sharing in a global eco- 
nomic decline. They are stagnating all by them- 
selves. That looks suspicious. If prosperity in the 
rich north does not automatically trickle down to 
the south, as conventional economic thinking pre- 
dicts it should, perhaps the poor countries are sim- 
ply condemned to stay poor. Or maybe their best 
bet is to take the initiative and deal with the north 
on their own terms (if at all), rather than just po- 
litely accept the bad set-up they evidently have at 
present. 

That sort of pessimism about the economic 
prospects of the third world has a history. In the 
1950s and 1960s it was popular not just among 
economists but also, unfortunately, among many 
governments. Guided by it, these governments tried 
an assortment of development strategies, most of 
them based on the idea that the rules of orthodox 
economics do not hold in the developing countries. 
By the beginning of the 1980s the evidence was in to 
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refute that view conclusively, though by then mas- 
sive harm had already been done. 

There is a danger that the disappointments of 
the past few years will revive that earlier pessimism, 
and the mistaken policies that flowed from it, at 
least in certain respects. If this happens, and the les- 
sons of the past 30 years are forgotten, the tempo- 
rary setbacks of the 1980s will seem as nothing be- 
side the prolonged stagnation that awaits poor 
countries in the 1990s and beyond. 

For once, it really does make sense to talk about 
economic “lessons”. For in development, more 
than in any other area of public policy, the facts 
speak clearly about the links between actions and 
consequences. When economists give policymakers 
advice that turns out to be bad, as they often do, 
their traditional excuse is that unlike proper scien- 
tists they cannot conduct controlled experiments. 
They can never know what would have happened if 
governments had done something else. But the 
postwar history of the developing countries pro- 
vides the next best thing to a controlled experi- 
ment. Governments differed not just in the details 
of their policies, but in their whole approach to 
development—and these differences lasted not just 
for a year or two, but in some cases for decades. The 
results are now available for inspection. 

This survey aims to set out what has been learnt 
about development, and to distil the particular les- 
sons for policy—not just the broad principles, but 
also some of the gritty details involved in putting 
those principles to work. The message is funda- 
mentally a cheerful one. Even the saddest of today’s 
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Bad government 
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biggest obstacle to 
economic 
development in 
the third world. 
In the late 1980s 
ignorance is no 
longer an excuse. 
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developing countries are indeed capable of develop- 
ing. More than that, over a span of decades they are 
capable of substantially narrowing the gap between 
themselves and today’s rich countries. Long before 
they have closed it altogether they will be, by today’s 
standards, rich themselves. 

For all this to come true, this survey will argue, 
just one thing needs to happen. Governments must 
learn their place. 


Unequal partners 
In the 1950s the developing countries looked a lot 
more like each other than they do today. Take India 
and South Korea. India was worse off, but by any 
standard both countries were extremely poor: in 
1950 India’s income per head was about $150 (in 
1980 dollars) and South Korea’s was about $350 
(chart 1); life expectancy was about 40 years and 50 
years respectively; in both countries farming em- 
ployed nearly 80% of the work force and accounted 
A for 40% of national income. As for pointers to fu- 
iN ture growth, India's savings rate was 1296 of GNP 
S and South Korea’s 8%. Both countries were so far 
| behind the industrial countries that it seemed 
b nearly inconceivable that either could ever attain 








reasonable standards of living, let alone catch up. In 
the 1950s the American administration debated 
whether it was realistic to expect Korea to 
achieve any increase in living standards at all, or 
whether American policy should provide "sustain- 
ing aid" aimed merely at stopping them falling. 

Less than 40 years later—a short time in eco- 
nomic history—South Korea's extraordinary suc- 
cess is taken quite for granted. Its income per head 
(on the same basis as before) has risen to $2,900, an 
increase of 5.796 a year sustained over more than 
three decades; life expectancy is 69 years; the share 
of farm employment has fallen from 7796 to 25%. 
None of today's rich countries—not even 
Japan—had such a staggeringly rapid transforma- 
tion in the deep structure of its economy. They all 
became rich by growing much more slowly—at a 
somewhat slower rate, in fact, than India. 

Between 1950 and 1980 India's income per 
head grew from $150 to $230, a rise of 1.4% a year. 
Over the previous 80 years it had grown at less than 
0.5% a year. Life expectancy has increased to more 
than 55 years, and the share of employment in farm- 
ing has fallen to 67%. India is regarded as a disap- 
pointing case. It has every reason to be, for the eco- 
nomic policies of its governments might have been 
designed to stifle growth altogether. But over the 
past few decades even India has achieved faster 
progress than today’s rich countries did during simi- 
lar stages in their ment. 

What this shows is, first, that the setbacks 
which the developing countries have encountered 
in the 1980s—high interest rates, debt-servicing dif- 
ficulties, falling export prices—are an aberration, 
and that the current pessimism is greatly overdone. 
The super-achievers of East Asia (South Korea and 
its fellow dragons, Singapore, Taiwan and Hong- 
kong) are by no means the only developing coun- 
tries that are actually developing. Many others have 
also grown at historically unprecedented rates over 
the past few decades, Taken as a group, the develop- 
" diei i of them, as wine E 

ned, accounting for roughly three-quarters of the 
world's population—have indeed been catching up 
with the rich north (chart 2). 





The comparison between India and South Ko- 
rea points to something else. It no longer makes 
much sense to talk of the developing countries as a 
broadly homogeneous group. The economies of the 
Asian dragons now have more in common with the 
industrial economies than with the poorest econo- 
mies in South Asia and black Africa. These various 
groupings have become so distinct that it is natural 
to suppose that there is little that they can learn 
from each other: South Korea, it seems, is so utterly 
different from India in 1989 that its experience can 





Fruits of gloom 


T= development pessimism of the postwar 

, moulded by the dominant Keynesian 
thinking of the time, formed around several main 
ideas. Probably the most important of these was 
that trade could not serve as the “engine of growth” 
for the modern developing countries in the way it 
had done for the countries which industrialised dur- 
ing the nineteenth century. 

Economists argued that the demand for the 
developing countries’ traditional exports of primary 
products would slacken over time. As the rich coun- 
tries grew richer, they would be bound to spend a 
smaller share of their incomes on such basic goods. 
This trend would probably be compounded by the 
development of northern substitutes, such as syn- 
thetic rubber. Moreover, the prices that the devel- 
oping countries would be able to charge for this 
static or dwindling volume of exports were likely to 
fall over time, relative to the price they would have 
to pay for their own imports. All this argued 
strongly against relying on exports as the way to 
grow richer. And it seemed to confirm another fear: 
that developing countries would face a chronic 
shortage of foreign exchange. 

So the pessimists argued that the poor countries 
were well and truly trapped. If domestic production 
was going to rise, imports of machinery and various 
intermediate goods would be needed. It seemed rea- 
sonable to think that the quantity of such imports 
would be roughly proportional to the pace of do- 
mestic expansion. But that inescapable import re- 
quirement would then bump up against the inescap- 
able foreign-exchange shortage. No matter how 
much a country might save, no matter how much of 
its resources it might be willing to devote to invest- 
ment, it would be unable to convert more than a 
predetermined amount into the foreign exchange it 
needed for essential imports. 

The lessons for policy followed readily. Above 
all, precious foreign exchange could not be squan- 
dered on inessentials. It would have to be prudently 

. That was one reason why a regime of im- 
port tariffs and licences would be necessary. Such a 
regime would not only keep out wasteful luxuries, 
but it could also be used to promote the sort of 
industrialisation that would be necessary to escape 
from the poverty trap. Wherever possible the im- 
port content of domestic output had to be reduced. 
Some countries simply made it illegal to import any- 
thing that could be produced at home. (Attention 
all Greens: you weren't the first to think of this.) 
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hardly be relevant. 
This view is a terrible mistake. In the 1950s it 
was hard to say which of those countries, if either, 
would prosper. Many economists would have 
looked at South Korea’s low savings rate and picked 
it as the likely loser. It is no accident that things 
turned out otherwise. The tremendous diversity of 
experience among today's poor and not-so-poor 
countries does not defeat the task of analysing what 
works and what does not in development. On the 
contrary, it is precisely what makes it tractable. 


Ones just made it proli. expensive, As in- [n the 1950s and 

tended, investment piled into import-substituting ; 

industries: steel, heavy engineering, chemicals, con- f rea pic 

sexe boosh aude oh: set the third worl 
The result was a disaster. Almost immediately OM the wrong track 

these countries found that their shortage of foreign- 

exchange became much worse. The system they had 

set up to discourage the wrong sort of import turned 

out to be much more effective at discouraging every 

sort of export. (More, later, about why that hap- 

pens.) Surprisingly, however, that was the least of | 

their problems. Managing this protectionist 

apparatus—deciding what was an essential import B 

and what was not, designating the industries that | 

were to be encouraged, setting the necessary tariffs | 

and quotas, and so on—embroiled governments in i 

wide-ranging intervention across their economies. 

Among other things, that meant governments 

to get bigger. The bigger they became, the bigger 

their ideas became. 

- Typically, interventions were soon needed to 
deal with the difficulties caused by earlier interven- 
tions. Then further interventions 
would be needed to sort out the 
mess surprisingly caused by those 
interventions, and so on. In some 
countries, especially in Africa, gov- 
ernment became such a suffocating 
monster that the private sector 
went almost completely under- 
ground to escape it, or else virtually 
expired. But in most countries, 
governments made these mistakes 
and yet their economies still grew. 
That is a remarkable testimony to 
the resilience and ingenuity of their 
private sectors. As the Latin Amer- 
ican joke (several countries claim 
first authorship) has it: "The econ- 
omy grows at night—while the gov- 
ernment is sleeping.” 


The shining path 

A few governments let their econo- 
mies grow during the day as well. 
The four dragons and, more re- 
cently, other countries around the 
world (Chile, Colombia, Costa 
Rica, Ivory Coast, Malaysia and 
Thailand, to name some) have 
achieved growth ranging from 








To wreck an 
economy, ignore 
microeconomics 

; and then be 
macroeconomically 
^ > ambitious 


good to spectacular by rejecting the import-substitu- 
tion approach, generally after a period of trying it 
and then watching it fail. 

In the 1960s and 1970s the dragons rode the 
wave of world trade. With nice timing, this surge 
had begun to get under way (chart 3) just as the ex- 
port-pessimists were telling the poor countries that 
there was nothing for them in the outside world, 
and that they should nurture growth behind closed 
doors. The success of the dragons was surprising to 
the pessimists in another way, too. Their exports 
were predominantly simple, labour-intensive manu- 
factures. The pessimists hadn't thought of that. 
They had based their bleak predictions on the out- 
look for primary products. 

e dragons’ success as exporters gave them 
abundant foreign exchange with which to buy in- 
vestment goods from abroad, so a virtuous circle of 
exceptionally rapid growth began. But what 
mattered more than the quantity of investment— 
the preoccupation of the pessimists—was its qual- 
ity. Unlike most other developing countries, the 
dragons had price systems that worked fairly well, 
relatively undistorted by trade restrictions and their 
pervasive economic effects. So the investment was 
in the right things, reflecting the countries’ compar- 
ative advantage in having lots of cheap, unskilled 
labour. Into the bargain, the dragons nailed a popu- 
lar myth about unplanned growth: its benefits trick- 
led all the way down the income scale. In fact, these 
beacons of capitalism are just about the most egali- 
tarian of the non-rich countries. 


Nothing special 
The success of these outward-looking economies 
might seem ample proof of the virtues of an open 
trading regime, but some people are never satisfied. 
To them, the dragons are all “special cases". Hong- 
kong and Singapore are so small (hitherto smallness 
had been regarded as a disadvantage in develop- 
ment); they are also former colonies with traditions 
of excellence in public administration (like India 
and many others); they have been generously pro- 
vided with foreign capital (like Latin America). Tai- 
wan and South Korea had the great advantage of 
having no natural resources (yes, this has been sug- 
gested) as well as generous foreign aid (like many 
other developing countries). 

An argument that deserves more careful 


-is that 
all the dragons except Hongkong have had highly 
interventionist governments. This prompts the 
question: is their success not due to the simple fact 
that good intervention is better than bad? Perhaps 
there is no broader lesson than that. 

It is perfectly true that these countries—and es- 
pecially South Korea—have had highly interven- 
tionist governments. This they have in common 
with almost all other developing countries. The dif- 
ference is not only that they pursued an outward- 
looking approach to trade (broad lesson number 
one) but also that this approach tempered the forms 
of intervention they undertook (broad lesson num- 
ber two). The net effect (broad lesson number 
three) was to leave the price system intact as a signal- 
ling device for the private sector. 

An outward-looking approach to trade does not 
imply laissez-faire, even though laissez-faire does im- 
ply an outward-looking approach to trade. This sur- 
vey will argue that government does have a vital role 
in development. Paradoxically, most highly inter- 
ventionist governments neglect it: they are too busy 
doing things they shouldn’t. But apart from a nar- 
row range of essential functions, governments are 
well advised to make laissez-faire the rule. This is 
mainly because it is much easier to do nothing, and 
thus get an outward-looking approach to trade auto- 
matically, than it is to do what South Korea did, and 
build a complicated system of interventions that 
broadly offset each other in their impact on trade. 

Remember too that the dragons’ governments 
have bungled their interventions in many respects. 
That is why it is not at all outlandish to believe that 
South Korea, especially, would have done even bet- 
ter if its government had intervened less—a pos- 
sibility that the born-again pessimists refuse to take 
seriously. 

Nor should it cut any ice that today’s rich 
countries—which the poor ones, after a fashion, are 
trying to emulate—also have highly interventionist 
governments. At a guess, government meddling 
does more economic harm, measured on à dollar ba- 
sis, in the industrial countries than in the third 


attention—and will receive it in this survey: 


world. But bad government is a luxury good. The ap 


people who live in the industrial countries can af- 
ford it, whereas in developing countries any loss of 
output has to be measured not just in dollars but in 
ruined lives. 





Reductio ad absurdum 


TE import-substituting pessimism that came to 
the fore in the 1950s still guides policymakers in 
many developing countries—and in many indus- 
trial countries, for that matter. You might not think 
so. Economic orthodoxy has turned so firmly 
against this approach that fewer politicians than be- 
fore would now own up to it. They all know that in 
polite company they are supposed to say they be- 
lieve in free trade (so long as it's fair") and promot- 
ing the private sector. But policies speak louder 
than words. In many countries, the shift towards 
liberalisation has been slow and reluctant, and al- 
most everywhere it still has far to go. 


The clue to understanding why the import-sub- 
stitution approach and the theoretical bells and 
whistles attached to it are wrong is to think of the 
whole package as the triumph of bad macroeconom- 
ics over any sort of microeconomics. Here, as else- 
where, Keynes has a lot to answer for. 

The hallmark of bad macroeconomics is an 
overriding concern with undifferentiated aggregates 
like investment, consumption, and savings. (More 
investment is a good thing; it matters less how it 
comes about, or what sort of investment it is:) The 
policymaker's main task is to manipulate these ag- 
gregates in order to get more output from the econ- 
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experience in opening these doors. We are a 


business concern, industrialists in our own 
right, as well as commercial leaders. 













As a result, there is no market information we 
can't obtain, no introduction we can't make, 
no door we can't open. Business opportunities 
in Turkey are there for the taking, and with the 
right key, you can gain access to all of them 
with speed and ease 

Come and use the key. 
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we have an edge 
in Japan 





Jardine Fleming established the Tokyo office in 1971, which 
today employs over 160 people. In 1986 we became a full member 
of the Tokyo Stock Exchange. 

We are now the largest foreign investment advisory company in 
Japan in terms of funds under management, with 7 resident 
experienced fund managers 

We are proud to be the corporate advisers to a selection of 
Japan's foremost corporations, and leading underwriters in Euro 
issues for Japanese companies 

In short, we can provide the groundwork, the teamwork and the 
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omy. The focus is therefore on demand-manage- 
ment. The hallmark of microeconomics, in 
contrast, is a concern with relative prices as signals 
for resources to move to their best uses. The focus is 
therefore on the supply side—on efficiency, on allo- 
cating existing resources properly, not on blindly in- 
creasing the rate at which they are used. 

Accordingly, the bad macroeconomist takes it 
for granted that all sorts of supply-side relationships 
are fixed. The export earnings of developing coun- 
tries are fixed, for instance, and so is the import re- 
quirement for any given scale of domestic produc- 
tion. The possibilities for substituting one good for 
another in response to a change in price are denied, 
or simply ignored. The possibility that workers will 
respond to changes in incentives is likewise dis- 
missed. This lack of responsiveness means that 
prices can be taken away from their proper job of 
signalling the allocation of resources and applied to 
other purposes instead: they can be kept down by 
direct controls to reduce the inflation rate, for ex- 
ample, or perhaps jacked up here and there to raise 
revenue for the government. 

Taken to the limit, the fix-price approach gives 
rise to “input-output analysis”. In the right hands 
this can be a helpful analytical technique. In the 
wrong hands (which it usually is), it becomes the 
highest form of economic illiteracy. The idea is to 
tabulate the flow of primary, intermediate and fin- 
ished goods round the economy, all on the assump- 
tion of what economists call “fixed coefficients” 
(that is, each good requires inputs of other specific 
goods in fixed proportions). When all the cells in 
the table have been filled in, the government needs 
only to decide what it wants the economy to con- 
sume and, hey presto, it knows exactly what it needs 
to buy, good by good. 

This is central planning by another name. India 
went in for it in a big way. Many of today's leading 
free-market economists seem either to have worked 
in India's planning system or to have studied it in 
detail: intimate contact tends to bring on extreme 
and incurable liberalism. (Milder forms of the same 
complaint often follow exposure to even quite sensi- 
ble bureaucracies.) Professor Deepak Lal of Univer- 
sity College, London, describes how one of his jobs 
at the Indian Planning Commission in 1974 was to 
estimate the direct and indirect demand for oil at 
different growth rates of GDP. At the time, one of 
the most important uses of oil was in producing fer- 
tiliser. But the input-output table that was running 
the economy was based on figures from the time 
when India had no oil-based fertiliser plants. The 
moral is not that input-output tables should be kept 
up to date, but that they cannot be. 


Control and spend 


In his book "The Poverty of 'Development Eco- 
nomics’ ’’, Mr Lal calls this many-sided rejection of 
orthodox microeconomics—and above all the ne- 
glect of prices— "the dirigiste dogma". The most 
spectacular recent demonstration of the damage 
this dogma can do, and in such an impressively 
short time, is Peru. Though an extreme case, it is a 
revealing one. 

When Mr Alan Garcia's government came to 
power in 1985, Peru was already in a bad way. Suc- 
cessive governments had maintained a complicated 
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structure of tariffs and other im- 
port restrictions. The economy was 
highly inward-looking, and heavily 
in debt. In that respect Peru was 
like most of Latin America. But 
even by that region's demanding 
standards, it had restrictive labour- 
protection laws, extensive credit ra- 
tioning, high taxes, powerful trade 
unions, and an extraordinarily 
elaborate system of regulations to 
control the private sector: One re- 
sult is Peru's celebrated "informal 
economy" —the thousands of small 
businesses that work outside the 
law. The other is a chronic vulnera- 
bility to adverse economic events. 

The 1980s delivered one or two 
of those: a world recession (in 
1980-82), high interest rates, a dry- 
ing up of external finance, and de- 
clining commodity prices (years of 
import-substitution had left the 
economy dependent on exports of 
copper and coca paste). Mr Garcia 
arrived with inflation at 25096 a 
year and (recorded) unemployment 
at 11.596 of the labour force. 

Mr Garcia quickly announced 
the cap on interest payments to for- 
eign creditors (1096 of export earnings) for which he 
is best known in banking circles. As for domestic 
economic policy, he and his officials were clear 
about what needed to be done. As they put it: 


If it is necessary to summarise in two words the eco- 
nomic strategy adopted by the government starting in 
August 1985 they are control . . . and spend . . . The Pe- 
ruvian record reveals that periods of moderate inflation 
are associated with expansionary fiscal policies, and pe- 
riods of major inflation with fiscal restraint . . . The fis- 
cal deficit is not inflationary. On the contrary . . . if the 
deficit transfers public resources to increased consump- 
tion of the poorest, they demand more goods and this 
will bring about a reduction in unit costs.* 


Peru's price system—its microeconomy—was hope- 
lessly distorted, yet the government proposed a 
macroeconomic solution. And that solution rested 
on the idea that the demand for goods could be 
cranked up without raising their price—in fact, 
prices would fall. 

The government was as good as its two words. 
With price controls in place, it began to expand de- 
mand by leading an economy-wide rise in real wages 
(chart 4 on next page). To begin with, the pro- 
gramme was spectacularly successful. In the first two 
years the economy’s considerable spare capacity was 
wrenched into action; GDP rose by no less than 
912% in 1986 and by 7% in 1987. Inflation, cour- 
tesy of price controls on many goods and services, 
fell. At this stage Mr Garcia was a popular man. 

A political crisis began just as the signs of eco- 
nomic strain were becoming impossible to ignore. 
In July 1987 the government said it planned to 
nationalise the banks. At about the same time it was 
having to adjust the controlled prices of rice, elec- 


*Quoted by R. Dornbusch and S, Edwards in “Macroeconomic 
Populism in Latin America”, NBER Working Paper 2986. 
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tricity and so on, which had fallen massively in real 
terms, Repressed inflation came rushing out of the 
bottle. Early in 1988 inflation was running at 2096 a 
month; by the end of the year it was more than 
10096 a month. A public-sector squeeze then slowed 
it a little, but last July Mr Garcia began spending 
again. (The government does not actually print 
money; it has it shipped in by the boatload.) Infla- 
tion is heading back up, and before long is expected 
to go even higher than in 1988. 

Peru's real and financial economies are 


A web of troubles 


ERU'S experience shows that extreme macro- 

economic instability can arrive almost over- 
night. As much as governments like Mr Garcia's 
would wish to keep the economy on a leash and 
heading in their preferred direction, they lose what 
grip they have in a flash. 

This works partly through the expectations that 
people form about how things will turn out. Once 
the economy starts to go visibly wrong, as in Peru in 
1987, capital flees abroad, plunging the country 
into a foreign-exchange crisis. That leads people to 
expect a large currency devaluation, which makes 
capital flee the faster, and stokes up further expecta- 
tions of accelerating inflation. These fears become 
self-fulfilling: workers demand pay rises to compen- 
sate them for the inflation that is about to arrive, 
and firms grant them, because they expect to recoup 
the cost through price rises. 

The severe instability that follows makes nor- 
mal business life virtually impossible. High and un- 
stable inflation means that contracts between em- 
ployers and their workers have to be torn up and 
frequently renegotiated—in cases such as Peru, al- 
most day by day. Suppliers have to insist on pay- 
ment on delivery. The idea of investing for the fu- 
ture, guided by some estimate of costs and revenues 
over later months and years, becomes laughable. 
The only imperative is to get rid of local currency as 
soon as you receive it, and preferably not to receive 
itat all. Aptly enough, since it has been trampled on 
for so long, the price system packs up altogether: the 


previous year 


Consumer prices 
% increase on previous month 


wrecked. The national currency is worthless. The 
only price system that works is the informal one 
based on American dollars, but even this is badly 
hampered by the surrounding chaos. The capital 
that had not been scared. away before Mr Garcia 
arrived has flown. The economy contracted by 
81296 last year, and is expected to shrink by more 
this year. Real wages, which climbed dizzily in the 
first two years of the programme, have crashed. 
They are now roughly 3096 lower than when Mr 


Garcia took over. Control and spend. 


economy retreats to barter, or else imports a dollar- 
price system that the government cannot hijack. 

This is not the only way in which the macroeco- 
nomic mess causes further microeconomic damage. 
Long before the economy achieves.a Peruvian re- 
ductio ad absurdum, macro-instability is piling up 
new micro-distortions. 


Signals crossed 


Most developing countries suffer from this vicious 
circle. Trade is one of the channels for it. Typically, 
these mismanaged economies suffer from overval- 
ued exchange rates. Their currencies are pegged, 
usually to the dollar, and in the early stages of 
mounting instability and rising prices governments 
try to use this peg as a brake against inflation. 

Such a policy would work, in fact, if govern- 
ments backed it up with public-spending cuts and 
other measures to reduce demand. Instead the peg 
becomes an alternative to those measures, which it 
cannot be. Used in that way, it commands no credi- 
bility. People expect it to slip. So although inflation 
may be slowed for a while, continuing rises in wages 
and public spending soon cause it to accelerate 
again. In real terms the exchange rate thus becomes 
highly overvalued. The competitiveness of the 
country's exports slumps, so export volumes col- 
lapse and the external deficit gets ever wider. | . 

A rapidly widening trade gap then feeds back 
on to the micro-side of the economy in two big ways. 
First, it leads the government to tighten its trade 





~ a S 


_ E 

E 

- aN ` 
B 





». 


? be 


| Advantage BNP 
in Europe. 


As a top-ranking European bank firmly established 


| SOS 


among the world's leaders, BNP offers you the power and 
efficiency of its worldwide network. 

With offices in 74 countries, BNP monitors major world 
markets 24 hours a day, gathering and analysing up-to-the- 
minute data in the service of its clients. 

With a specialized international teleprocessing net- 
work and one of Europes most advanced trading rooms. 
BNP provides optimal solutions based on fast reactions and 


market knowledge. For financing major projects. esta- 


blishing export credits or for access to the =u 
money markets. BNP enables you to Š & € c £z. 

2:9. EE 
ake ` Y ‘ P > , » ‘ay ^q = >S S = ped -= 
take full acvantage oi the very best 2 =i: = 
commercial opportunities. eS SS SS SS 


Ecom & Partenaire 


Banque Nationale de Paris. World banking is our business. 


Swap 
Options? 





Do you sometimes get the feeling your 
ww 


Given the continual influx of new products and services into the business- 





anking market, one could be forgiven for failing to keep abreast of the current 


state of the art. Unless, of course, one is a bank. 


Lamentably, however, there are more than a few banks whose expertise seems 


onfined to taking in deposits and doling out loans. And as a result, your company 









may find itself in need of a degree of financial sophistication that your bank is 


 unprepared to offer. If so, we invite you to talk to us at Continental. Because we've 





£:1989 Continental Bank NA 











Gesundheit. 





?» 


+ 










concentrated all our resources in business banking, we're equipped to provid 
with an impressive array of financial tools. Some of which you may be unfam: 
with. Some of which your present bank may be unfamiliar with. Some of whic 
we're perfectly willing to invent from scratch. : 


Call us at (01) 860-5155, and well tell you more about the Continent 







brand of financial resourcefulness. Granted, it might not change the wor 


But then again, it’s nothing to sneeze at. 





From the right vantage point, your vistas extend 
to even distant markets. Let's look them over together. 


The deeper your insights into a country 
and its economy, the better your prospects 
in international business. Take intelligence 
onoptimum modes of payment and methods 
of financing, for instance. To support your 
foreign commitment successfully, your 
bank partner must be able to provide such 
information firsthand. 

That's why DG BANK has steadily ex- 
panded its international network of bran- 
ches and subsidiaries in major financial 
centers. In addition, we maintain correspon- 
dent relations with some 4,500 banks 
worldwide. As a member of the UNICO 
Banking Group, DG BANK cooperates 





DG BANK 1988 - Key Group Figures 





Business Volume 


Total Assets DM 132.6 billion 
| Deposits DM 808 billion 
Bonds and Notes Issued DM 429 billion 
Loans DM 87.9 billion 





closely with six large West European banks. 

To its international presence, DG BANK 
adds a universal range of services: from 
foreign exchange cover to Euroloans, from 
export financing to bond issues, from 
investment counselling to assistance in 
entering new markets. Whatever your 
needs, our fast-action policy ensures that 


DG BANK 


DM 1398 billion | 


» 


you rapidly get together with the right 
people and lose notime in analyzing all the 
risks and opportunities. 

Head Office: DG BANK, P.O. Box 10 06 51, 
Am Platz der Republik, D-6000 Frankfurt 
am Main 1, Federal Republic of Germany, 
Telephone: (69) 7447-01, Telex: 412291, 
Telefax: (69) 7447-16 85/16 88. 

Offices in: New York, Los Angeles, 
Atlanta, Rio de Janeiro, Hong Kong, Singa- 
pore, Tokyo, Kuala Lumpur, London, 
Amsterdam, Luxembourg, Zurich, Gene- 
va, Monte Carlo, Moscow, Budapest, 
Bucharest. 

The broadly based Bank. 


restrictions: tariffs go up (also handy as a way of cut- 
ting the budget deficit in such an emergency), and 
the import-licensing system gets stricter. Second, 
the expectations of a currency depreciation, which 
will soon be fulfilled, and which have already caused 
capital to flee abroad, make it necessary for the gov- 
ernment to ration the use of foreign currency even 
more stringently than before. 

In the period before the currency gives way, the 
economy is suffering from “repressed inflation” 
(that is, inflation waiting to happen). Even in much 
less spectacular cases than Peru, repressed inflation 
(which is always the result of bad macroeconomic 
policy) can quietly be doing great microeconomic 
harm in its own right. 

If the disguised excess of demand over supply 
becomes great enough, explicit rationing of goods 
will become necessary—as in Salvador Allende’s 
Chile, and as in much of Eastern Europe. Rationing 
on a wide enough scale can then make the economy 
virtually impervious to piecemeal liberalisation, as 
Mr Gorbachev is finding. The fix-price idea, in the 
end, validates itself. You cannot get a farmer to 
plant a different crop by raising its price if the goods 
the farmer wants to buy in return are allocated by 
queues and coupons, rather than by price. Among 
the developing countries, Tanzania is a good exam- 
ple of this advanced paralysis of the price system. 

Above all, Peru shows that it is essential to get 
macroeconomic policy right. With inflation low and 
stable, the private sector can be assured that there 
will be no sudden currency devaluations nor any 
need for emergency measures to throttle its busi- 
nesses. This is by no means sufficient for a satisfac- 
tory rate of economic advance, but it is certainly 
necessary. What then is the best way to get macro- 
economic policy right? Mainly, to see that its proper 
task is, in fact, no more than to deliver that low and 
stable rate of inflation. When macroeconomic pol- 
icy aims to achieve something bolder than that, the 
results tend to be disappointing. 


The perils of populism 

Unfortunately, macroeconomic policy usually is 
rather bold. Mr Garcia went about the economic 
destruction of his country with a single-mindedness 
not seen since Allende. But the governments of 
most of Latin America and many other developing 
countries are attempting milder forms of the same 
boldness. 

Over a longer period, the economic populism 
that rejects orthodox economics, insists there are no 
domestic constraints to faster growth, and makes 
the redistribution of income its top priority has 
probably done more damage in Argentina than any- 
where else. It is easy to forget that after the second 
world war Argentina was fairly prosperous, brack- 
eted along with Australia and New Zealand as a 
high-income, resource-rich country. Over the past 
40 years—thanks to a series of attempted drives for 
growth, conducted against the background of in- 
ward-looking trade policies and long-running hostil- 
ity to private enterprise—the economy has re- 
gressed. This is something that only a handful of 
countries have achieved. 

Lately Argentina has toppled into 
hyperinflation, with prices rising at roughly 200% a 
month (chart 5), and outbreaks of rioting. The lat- 
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est surge in inflation was precipitated, as always, by 
a period during which the government increasingly 
relied on the creation of money to finance its public- 
sector deficits. The new president, Mr Carlos 
Menem, made election promises which, if fulfilled, 
will make matters even worse; since taking office in 
July, however, he has sounded surprisingly sensible. 
Time will tell. Meanwhile Brazil seems to be follow- 
ing Argentina's path. Its inflation rate is currently 
around 2596 a month, on the threshold of 
hyperinflation. Again, reckless fiscal and monetary 
management is to blame. 

Economists and political scientists have long de- 
bated why some countries, and Latin America as a 
whole, seem especially prone to these most damag- 
ing forms of populism. Mr Jeffrey Sachs of Harvard 
University has pointed to two factors. First, Latin 
American countries have unusually unequal income 
distributions. (In Peru in the late 1970s, the share of 
national income going to the poorest 4096 of the 
people was 796; in Taiwan it was 2296, in India 1696, 
and in Sudan 1396. The richest 196 in Peru receives 
nearly half the national income.) This gives the pop- 
ulist's promises more appeal than they would have, 
say, in East Asia, where incomes are a lot more 
evenly spread. It might explain why battles over 
sharing the cake figure so prominently in the re- 
gion's politics and its labour relations. 

A second factor is the balance of political power 
between town and countryside. Mr Sachs has ob- 
served that urban populations have the upper hand 
in Latin America, and rural populations have it in 
East Asia. 

Town-dwellers are keen on subsidised food. 
They are also disproportionately heavy consumers 
of imported goods, so they like the exchange rate to 
be overvalued, because that keeps imports cheap. 
(But it also causes chronic balance-of-payments dif- 
ficulties which the government tries to solve 
through selective tariffs.) Farmers prefer a low ex- 
change rate: that way they get more for their export 
crops. (A competitive exchange rate then fosters 
trade more broadly; balance-of-payments problems 
are less likely to arise, so tariffs are less likely to be 
needed.) Latin America's urban bias, in other 
words, is a bias against trade and in favour of 
interventionism. 


Garcia: grateful for small mercies 
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Such ideas are interesting but they beg many 
other questions. Does an unequal distribution of in- 
come cause bad policy, or is it the other way round? 
(Both might be true: unequal distribution causes 
bad policy, which causes a worsening distribution, 
and so on.) Why don't urban voters object more 
loudly to tariffs on the imports they like to buy? 
What determines the political clout of such groups 





A platform for growth 


N the Bolivian government introduced its 
New Economic Policy (the capitals are fully 
deserved) in August 1985, the country was in nearly 
as much trouble as Peru three years later. The 
monthly inflation rate was 6096, the economy was 
shrinking (GDP in that year was almost 2% lower 
than in 1984), and the foreign-exchange reserves 
were down to less than $1m. Hyperinflation had de- 
stroyed the tax system: government revenues, by 
the time they had been collected, were worth 
roughly 1% of Gor. Anyone revealing a dollar bill 
on the streets of La Paz was mobbed by women in 
bowler hats carrying large parcels of bolivianos. 

The government of Mr Victor Paz Estenssoro 
decided on shock treatment. With the co-operation 
of the political opposition, it enacted a single law 
that did a great deal all at once. 

It raised the state-controlled price of petrol by 
enough to cover the government's immediate pay- 
roll needs and its obligations to foreign creditors; it 
replaced the complicated system of import tariffs 
with a far less distorting, and more collectable, sin- 
gle tariff applied uniformly to all imports; it let the 
exchange rate float, with rates set at a daily auction 
of foreign exchange; it freed interest rates, which 
promptly rose; it allowed the banks to take deposits 
in foreign currency; it changed the rules governing 
the central bank to protect it from outside interfer- 
ence (the trade unions had previously had a say in 
running it); it announced the restructuring of state- 
owned enterprises (that is, it sacked a lot of public 
employees); it froze public-sector wages; and it re- 
cast Bolivia's labour laws (which had allowed vari- 
ous tax-free bonuses, decreed numerous special 








in the first place? 

However, explanations for bad policy must not 
become excuses for it. The Latin American coun- 
tries that are dealing with their economic 
problems— notably Bolivia, whose stabilisation pro- 
gramme Mr Sachs had a hand in, and Chile—are a 
better object of study in Lima and Buenos Aires 
than the political science of populism. 

—Ü 


holidays, and, as the finance minister of the time 
put it, “made it impossible to remove employees for 
any reason whatsoever"). 

Then came the really good part. Under the new 
regime the simple rule was adopted—and stressed in 
public—that the government would not spend 
more than it received. This rule was obeyed, in ef- 
fect, day by day: the finance minister signed cheques 
only up to the value of the revenues his department 
had received. Each year since, the budget submis- 
sion has included a long list of spending that the 
Congress had previously decreed, but which was re- 
gretfully withheld for lack of cash. The result, as in- 
tended, was that the government's promise to bal- 
ance the budget was continuously seen to be kept. 


Ortho and hetero 


When this plan was announced, a lot of economists 
around the world sat up and began to pay attention. 
They could not remember if they had ever seen a 
stabilisation programme that was so . . . er, ortho- 
dox. The traditional Latin American stabilisation 
plan has been labelled “heterodox”, to distinguish 
it from the conventional idea (so rarely put into 
practice) that the key to macroeconomic stability is 
to reduce the government's budget deficit and to 
follow a non-inflationary monetary policy. 

The heterodox approach argues that in high- 
inflation countries the budget deficit is mainly 
caused by inflation, not the other way round. Infla- 
tion reduces tax revenues and increases the nominal 
interest rate (and hence the budgetary cost of servic- 
ing past government debt). Reduce inflation—with 
direct controls on prices and incomes, and a cur- 
rency reform (new banknotes with fewer zeros) to 
strengthen the impact on expectations—and the 
budget deficit will shrink of its own accord. 

This approach has been tried repeatedly in Bra- 
zil and Argentina, where brief success has generally 
given way to a worse mess than at the outset, and in 
Israel, where the results were more encouraging. Is- 
rael shows that the heterodox approach is not 
doomed to fail. In particular, it is right to say that 
lower inflation will cut the deficit. What matters is 
whether the deficit that remains is low enough to be 
non-inflationary. As a rule, it is not. 

Bolivia's approach could hardly have been 
more different. It many ways it went beyond the or- 
thodox prescription of budget tightening by insist- 
ing that the squeeze should be inflicted all at once, 
and now rather than next year. The plan's designers 
deliberately aimed for the biggest shock to expecta- 
tions they could manage, by making their pro- 
gramme both comprehensive and simple. A sched- 
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. ule of declining budget deficits over a period of 
> years would have left room for argument over how 
quickly they should fall. That sort of gradualism en- 
courages tolerance of failure to hit targets, By insist- 
ing that money would not be spent until the Trea- 
sury had received it, the government left no room 
for argument, and confronted the people with a 
gimmick-free rule they could understand. 

Without direct controls on prices, and without 
a currency reform, inflation stopped literally within 
days. The stabilisation law was enacted on August 
29th. Prices went up 1596 in the week to August 
26th, and 36% in the week to September 2nd; in the 
following week they fell 596, in the week after that 
they were roughly unchanged, and in the week after 
that they fell another 396. Over the next two 
months prices were broadly steady. There was an 
upward blip in December, but it was a Bolivian blip 
not a Lawsonian blip. 

In the three years since the plan was introduced, 
the monthly rate of inflation has averaged 12%, 1% 
and 196 (chart 6). By the beginning of this year most 

f those bowler-hatted street traders were refusing 

to accept American dollars in payment; they had 
such confidence in the local currency that, like 
shopkeepers on Oxford Street, they reckoned it was 
too much trouble to take foreign currency that 
would then need to be changed. That is a pretty 
good test of monetary stability. 


To rebuild, first destroy? 


This is by any standards an extraordinary achieve- 
ment, even when the story is qualified, as it should 
be, by one or two doubts. The main quibble is that 
inflation might actually be easier, not harder, to 
stop once it has become hyperinflation. The theo- 
retical reason for thinking this is that at lower and 
more stable rates, inflation acquires a self-perpetuat- 
ing momentum—again thanks to the way people 
and businesses form their expectations. If people ex- 
pect inflation to be, say, 10096 next year, they act 
accordingly. They take that forecast into account, 
for example, both in bidding for wage increases and 
in deciding whether to grant them. The inflation 
rate becomes embedded in the system through for- 
ward-looking wage contracts. 

If inflation is not just high, but continuously ac- 
celerating (which is what hyperinflation means), the 
economy's system of making contracts cannot keep 
up. In extreme cases it fails altogether, and the econ- 
omy, in effect, loses what remains of its ability to 
look forward. This destroys the momentum of the 
inflationary process. There is no reason why infla- 
tion, if interrupted somehow, should not simply 
stop. Historically, many hyperinflations seem to 
have ended this way, collapsing all at once under 
their own weight. Many Latin American leaders, on 
the other hand, have found ways of keeping 
hyperinflations going for years. 

There is another reason why hyperinflation 
may be easier to stop than high-but-stable inflation. 
Once an economy has hit rock-bottom, the popular 
will to do something about it is more likely to ap- 
pear. Perhaps the most remarkable aspect of the Bo- 
livian reforms is that, despite their severity, they 
commanded such a wide measure of support. 
Bolivia is a democracy. The stabilisation law 
„called for public-sector sackings and spending cuts 
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against a background of falling GDP and rising un- 
employment. It could not have been passed without 
the collaboration of the largest part of the political 
opposition, which was granted in what Bolivians 
call the “Democracy Pact”. Arguably, nothing 
short of the crisis of 1985 would have been suff- 
cient to stifle the party-political bickering and get 
such a law on to the books. 

Which raises a worrying question for the future: 
can Bolivia’s success be made to last? Unfortunately, 
the odds turned sharply against it with the bizarre 
result of the recent presidential election. All three 
main parties promised to continue with the New 
Economic Policy, and the candidate most closely as- 
sociated with it (Mr Gonzalo Sanchez de Lozada, 
the economics minister under Mr Estenssoro, and 
the principal architect of the stabilisation law) actu- 
ally won the largest number of votes. But not a ma- 
jority. The outcome of the acrimonious bargaining 
since the election is that the new government has 
been formed of the other two parties: a coalition of 
the right and left against the centre. Moreover, the 
new president is Mr Jaime Paz Zamora—the leader 
of the leftist party and the third-placed candidate at 
the election. 

As soon as this horribly unsettling result was 
announced, there was a flight of liquidity from the 
banking system. Mr Zamora insists he will stick with 
the country’s present economic policy, but local 
businesses and investors can be forgiven for won- 
dering if he means it. Even if he does, to inject such 
political uncertainty into an economy that is still 
recuperating from near-terminal instability is beg- 
ging for trouble. 





The art of the possible 
Putting such fears aside, the most important lesson 
from the Bolivian reforms is indeed a political one. 
There is no doubt that the reforms, despite the 
pain, have been enormously popular—witness the 
election campaigns of all three main parties, of the 
right, the centre and the left. The sort of hideous 
mess that Peru is now in is certainly not ‘a vote win- 
ner. But more than that, Bolivia suggests that peo- 
ple are willing to tolerate the discomfort of an effec- 
tive stabilisation programme provided it is seen to 
be just that—effective. 
Bolivia's programme was not supervised by the 
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International Monetary Fund. The stabilisation law 
was passed at a time when the country’s links with 
the main multilateral institutions had been severed. 
Presumably even the iMF—guardian of fiscal and 
monetary orthodoxy—would anyway have flinched 
at such a severe package. Countries that want to 
draw on IMF lending (which in turn is often the key 
to more lending from other sources as well) usually 
have to undertake the Fund's own, somewhat 
milder, stabilisation programmes. These are often 
bitterly resented. But again Bolivia's experience sug- 
gests that this might be because the programmes are 
perceived to be inflicted by outsiders—an impres- 
sion that feckless governments are often at great 
pains to reinforce. Reform has to be home-grown, 
then. If it is, it can apparently win popular accep- 
tance despite the costs. 

What are the costs? In Bolivia's case, they look 
heavy, but first appearances are misleading. GDP fell 
after the programme was introduced, and has only 
lately begun to rise again. The public-sector sackings 
had an immediate and direct effect on unemploy- 
ment, and the public-sector wage freeze undoubt- 
edly caused much hardship for those affected. But 
in all such listings of the pain of adjustment, it is 
vital to get the basis of comparison clear. Those who 
wring their hands about the burden of orthodox 
stabilisation often seem to have in mind a fantasy 
alternative of low unemployment, rising growth, 
stable prices, blue skies and smiling, well-fed 
peasants. 

Alas, no. The alternative prospect for many of 
the countries that undertake stabilisation pro- 
grammes, especially the ones whose governments 
have left it late and are claiming to be acting under 
duress, is accelerating decline. Bolivia’s Gpp had 
fallen by 9% in the five years before its programme 
began. While it would be wrong to say that the 
country had no choice but to embark on its 
programme—there is always the option of allowing 
things to carry on getting worse—it is daft to believe 
that the distress was otherwise largely avoidable. 


A closer look at who pays 

Some critics of IMF-style stabilisation might concede 
all that, but still argue that the programmes shift the 
burden of cost too much on to the poorest members 
of society. Governments have to cut their budget 
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deficits. They can do that either by raising taxes or 
by cutting spending. Raising additional 
revenue—even if that were desirable—is hard be- 
cause of weak tax administration. So stabilisation 
nearly always involves cuts in public spending. If the 
cuts fall on food subsidies and welfare spending, for 
example, they hurt those who need help most. | 

Actually, no. A study by Mr Guy Pfeffermann 
of the World Bank shows that the beneficiaries of 
social spending in the developing countries are not 
the poor. That can be said with conviction even 
though most developing-country governments have 
little idea of who their poor really are. They do not 
know them because to a large extent they have no 
contact with them. Yet all their welfare spending 
somehow manages to get spent. 

More public spending of whatever sort means, 
first of all, more public employment. [n many coun- 
tries public-sector jobs increased during the early 
1980s as private-sector ones fell (chart 7). Bureau- 
cracies in developing countries do not give many 
jobs to the landless rural poor, to small street trad- 
ers, unskilled manual workers or the urban unem- 
ployed. They recruit from the middle classes, who 
are therefore the first to benefit from public 


spending. 

The middle classes hog the benefits in other 
ways, too. Take subsidies. In some countries these 
amount to more than 10% of GDP. They are mainly 
spent on making electricity, petrol, housing and 
credit cheaper. Quite apart from the massive micro- 
economic damage that these price distortions 
cause—in 1987 electricity in Ecuador, Brazil and 
Colombia cost roughly a third of what it cost in the 
United States—such subsidies do not reach the 
poor. In the main, the poor do not live in houses, 
which greatly cuts down on their need for electric- 
ity, and they do not run cars. (Petrol subsidies alone 
in Ecuador and Venezuela have been equivalent to 
several percent of GDP.) To some of the poor, credit 
would be useful, but subsidised credit is not aimed 
at them, and it makes the unsubsidised kind a lot 
more expensive. 

Spending on education is also heavily biased to- 
wards the middle classes. In some developing coun- 
tries spending per head on university education ex- 
ceeds spending per head on primary education by a 
ratio of 30-to-1. Many of the poor lack access to 


Where the security was 


U % of employees paid minimum wage or less in Brazil, 1984 
(C) % covered by social security 
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éven the most basic primary education while the 
|. universities remain the publicly funded preserve of 
| the middle class. In most developing countries the 

"coverage of heavily subsidised social-security sys- 
tems is strongly skewed against the poor. In Brazil in 
1984, only 896 of workers in the poorest broad sec- 
tor of the economy (farming) were covered by a so- 
cial-security system. Nearly 80% of workers in the 
most prosperous sector (transport and communica- 
tions) were covered. The two sectors that gave their 
workers the highest coverage were public adminis- 
tration and social services (chart 8 on previous 
page). 

Even food subsidies (unless carefully targeted) 
help the middle classes disproportionately, while 
managing at the same time to be extremely expen- 
sive. Mexico had a system for subsidising tortillas: a 
study showed that the subsidies did not reach the 
poor at all. 

"The scope for cutting public spending in devel- 


enough for stabilisation to succeed. In some cases 
(subsidised credit, for example), a reduction in pub- 
lic spending would actually help the poor directly, 
even before the broader benefits of macroeconomic 
stability and a non-crazy structure of relative prices 
began to flow back. In the short term, adjustment is 
a threat to the middle classes, not the poor. Later, 
everybody gains. 

Admittedly, this is not much help in political 
terms. The poor are easy for governments to ne- 
glect. That is precisely why this vast system of subsi- 
dies hardly touches them. The middle classes can 
shout louder and more effectively. Because of their 
opposition, macroeconomic reform is undoubtedly 
difficult. However, it is worth remembering that the 
difficulty is mainly political, not ethical. And Boliv- 
ia’s experience shows that the political problem is 
not insuperable. An electorate can be won over by 
reforms that are bold enough to be convincing. 





- The gains from trade 


MORI stability is a prerequisite 
for rapid development. Although the policies 
necessary to achieve it may be difficult to bríng 
about, there is no mystery about what those policies 
are: non-inflationary monetary policy and its fiscal 
counterpart, tight control of public finance. What 
might be less obvious, however, is that sound 
macro-policy is not enough. The evidence shows 
conclusively that for most countries an open ap- 
proach to trade is also indispensable. This part of 
the survey reviews that evidence, and then tries to 
account for it. 

First, what does it mean to talk of an outward- 
looking approach to trade? It means that the gov- 
ernment's economic policies, taken together, do not 
discourage exports. To sharpen the contrast be- 
tween the outward-looking approach and the im- 
port-substitution approach, some economists talk 
of export promotion. That term has misled a lot of 
non-economists. The outward-looking approach re- 
quires nothing more than neutrality (intended or 
otherwise), not the deliberate promotion of one sec- 
tor of the economy over another. Whereas the im- 
port-substitution approach discourages imports 
(and hence inadvertently discourages exports), the 
outward-looking approach does not. That’s all. 

It is easier to be more precise with the help of a 
yardstick called the effective rate of protection. This 
measures the protection given to the value added in 
domestic production, rather than to the finished 
good. It thereby reveals the true effect on incentives 
for domestic producers. 

Suppose a producer makes raincoats, paying 
$60 for inputs (cloth and buttons), and then sells 
them in the domestic market for $100. The value 
added is $40. If the government puts a tariff of 10% 
on raincoats, the nominal rate of protection is 10%. 
But the effective rate of protection is higher. If the 
whole of the tariff is passed on to consumers, so that 
the price rises to $110, the effective rate of protec- 


. tion is $50 (the value added in domestic prices) less 
:540 dollars (the value added in world prices) divided 
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by $40 (the value added in world prices)—that is, 
$10 divided by $40, or 2596. 

Now suppose that the government put a 1096 
tariff on cloth and buttons as well. The task of man- 
ufacturing raincoats enjoys less protection than be- 
fore. The effective rate of protection will fall, be- 
cause value added in domestic prices will be $6 
lower thanks to the 1096 rise in the cost of inputs. 
The effective rate of protection will be $44 (the 
value added in domestic prices) less $40 (the value 
added in world prices) divided again by $40—that 
is, 10%. 

That is why under a single tariff applied to all 
imports, the effective rate of protection is the same 
as the nominal rate. By the same token, a pattern of 
highly variable tariffs is likely to conceal an ex- 
tremely distorting pattern of effective rates. In many 
developing countries, effective rates of protection of 
more than 1,000% have been common. In some 
such cases the value added in world prices may actu- 
ally be negative. Protection gives producers their 
profit even though at undistorted prices they are 
buying in raw materials and intermediate goods 
and, by working on them, reducing their value. 


Degrees of bias 


Return for a moment to the raincoat producer. As 
things stand he is being discouraged from selling his 
goods abroad. If he did he would get only $100 a 
coat instead of $110—and, as we now know, that 
difference understates the wedge that the tariff has 
driven between the returns to be gained from the 
two markets. By altering the relative price of exports 
and imports, the government has in effect put a tax 
on exports. 

The government might choose, however, to off- 
set this by protecting raincoats for export as well as 
raincoats to be sold at home. It could do that by 
paying a subsidy tied to the quantity of raincoats 
sold abroad. As with protection in the domestic 
market, the effective rate of export protection will 
generally differ from the nominal rate of export pro- 


oping countries without hurting the poor is broad - 


















































An outward- 
looking approach 
to trade is the 

biggest single — 
reason why some 
countries have 
done so much 


better than others 
























‘Strongly outward-oriented 
Trade controls are either nonexis- 
tent or very low in the sense that 
any disincentives to export result- 
ing from import barriers are more 
-Or less counterbalanced by ex- 
port incentives. There is litte or 
nO use of direct controls and ii- 
censing arrangements, and the 
:effective exchange rates for im- 
ports and exports are roughly 
“equal. 













: outward-oriented 
Incentives favour production for 
domestic rather than export mar- 
ets. But the average rate of ef- 
fective protection for the home 
markets is relatively low and the 
range of effective protection rates 
relatively narrow, The use of di- 
tect controls. and licensing ar- 
Tangements is limited. The effec- 
live exchange rate is higher for 

iports than for exports, but only 
“slightly. 
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and the range of effective protec- 
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Vasive, positive incentives to non- 
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substantially overvalued. 
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tection (that is, the rate of export subsidy). 

The picture is further complicated by the fact 
that straightforward tariffs and subsidies are not the 
only ways to provide protection either to importers 
or exporters. Import-licensing rules and other quan- 
titative restrictions, subsidies on inputs, exchange- 
rate policy—all can increase the effective rate of 
protection. 

Once all these factors have been taken into ac- 
count, effective rates of protection can be calculated 
for both imports and exports. The overall bias in 
the trade regime is then simply the ratio of import 
protection to export protection. If this ratio is one 
or thereabouts, the trade regime ís neutral or, as 
most economists would say, "'outward-oriented"'. If 
it is a lot more than one, the regime favours domes- 
tic producers of import-substitutes over producers 
of exports, and is "inward-oriented"'. If the ratio is 
less than one, the regime favours exporters over 
producers for the home market; it is "export- 
biased”. 

Note that the ratio can be roughly one—that is, 
the regime can be outward-looking—either because 
trade is completely free, with no protection for im- 
ports or for exports, or because protection for the 
two sectors is roughly equal. So an outward-looking 
regime need not practise laissez-faire. Indeed it 
might be highly interventionist, with high rates of 
protection for both exports and imports, which 
then cancel out overall. 


Measuring up 

For its "World Development Report” in 1987, the 
World Bank used these methods to classify 41 devel- 
oping countries according to their trade orientation 
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during 1963-73 and 1973-85. It then plotted the 
groups against a variety of economic indicators. The 
most important of these indicators is real income 
per head. 

During both periods, growth in income per 
head was highest in the strongly outward-looking 
economies and lowest in the strongly inward-look- 
ing ones (chart 9). The same was true for growth in 
total GDP and manufacturing value added, and for 
the usual measure of the efficiency of investment 
(table 1). On all these criteria, the strongly inward- 
looking were also bettered by the moderately out- 
ward-looking, though naturally by a smaller margin. 
The failure of strong inward-orientation to promote 
domestic manufacturing—not just exports of 
manufactures—is particularly striking, because the 
whole point of looking inward for the countries that 
did so most enthusiastically was to industrialise 
faster. 

Overall, the moderate outward-lookers have 
the edge over the moderate inward-lookers, but the 
balance here is finer. GDP and income per head grew 
faster in the moderately outward-looking countries 
in 1963-73, but fractionally slower in 1973-85. The 
moderate inward-lookers have also seen faster 
growth in manufacturing output. But it is interest- 
ing that, despite this, the moderately outward-ori- 
ented have seen a faster rise in employment in man- 
ufacturing. This points to a bias against labour- 
intensive methods of production in the inward- 
looking countries. That fits well with the notion 
that trade allows a country to exploit its compara- 
tive advantage: the comparative advantage of devel- 
oping countries is cheap and abundant labour. 


The dragons 


The three strongly outward-oriented countries in 
chart 9 are Hongkong, Singapore and South Korea. 
Taiwan would have been the fourth if it had been in 
the sample, and would only have reinforced the 
message. The four dragons, however, have been 
more diverse in their policies than is usually as- 
sumed. Hongkong's outward-orientation is due to 
unalloyed free trade. The other three—to varying 
degrees—have been interventionist, using various 
export incentives to offset the export-discouraging 
effects of domestic protection. 

South Korea, on some measures the most inter- 
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ntionist dragon, is sometimes cited as proof that 


- intelligent dirigisme, rather than a broadly outward- 
. looking trade policy, is the key to rapid develop- 


ment. This raises issues that go beyond trade; the 
next section will look at them more carefully. But 
often the judgment is in any case based on a false 
premise—the idea that South Korea has protected 
its domestic producers as much as (if not more than) 
the inward lookers have protected theirs, with the 
difference that it has then piled on top a lot of in- 
centives for exporters. 

Not so. South Korea has not countered an un- 
usually high degree of domestic protection with an 
unusually high degree of export promotion; it has 
countered a moderate and declining degree of do- 
mestic protection with just enough export promo- 
tion to achieve broad neutrality. 

South Korea's surge of growth began in the 
mid-1960s. Policy began to change in the late 1950s. 
At that time almost all imports were subject to 
quantitative restrictions of some sort, but these did 
not bind as tightly as in many other developing 
countries. The government began to provide export 
incentives to offset its protection for producers of 
import-substitutes. At first this failed to work, per- 
haps because the exchange rate was still over-val- 
ued, which left too much of a bias against exports. 
In the early 1960s the government dismantled its 
multiple exchange-rate system, devalued the cur- 
rency and (since that helped exporters) reduced its 
export subsidies. These liberalising reforms were 
the turning point. Exports began to grow rapidly. 

In 1967 the government reformed its import- 


How to leap a frontier 


OZENS of studies of the effects of outward- 

looking trade policies on growth have now 
been completed. They are not unanimous: the iron 
law of econometrics is that there is no such thing as 
an unambiguous result. But it is fair to say that the 
consensus among mainstream economists—it ex- 
tends beyond those who have worked for the Indian 
Planning Commission—is that outward-looking 
trade policies are one of the keys to development. 
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conttol system, greatly reducing the number of im- 
ports subject to quotas. It then began to reduce its 
tariffs (chart 10). So the background to the miracle 
in the late 1960s and 1970s was not just outward- 
orientation (domestic protection offset by export 
promotion) but a low average level of domestic pro- 
tection, and moreover with relatively little variation 
in the rates of protection industry by industry. 
Later, towards the end of the 1970s, South Korea 
did increase its support for heavy industry. The 
economy began to run into trouble. Policymakers 
acknowledged their mistake and moved back to- 
wards liberalisation. 





The question is, why? 
The answer from classical economics is that 

trade allows countries to exploit their comparative 

advantage. Chart 11 shows how this works. 

It says: suppose a country produces just two 
goods, steel and shirts. The curve AA (the “produc- 
tion-possibility frontier”) represents its choices 
about how much of each to produce. To begin with, 
imagine that the country does not trade at all. By 
definition, it must therefore consume what it pro- 
duces, at a point such as (1). But now suppose that 
the country opens up to trade. It no longer has to 
consume the same combination that it produces. 
How will it know what to produce? International 
prices will tell it. 

In the diagram, the slope of the price line repre- 
sents the relative price of steel and shirts in the 
world market—the amount of one that can be 
swapped for the other. Now that they face the world 
price, producers will find that they can increase the 
value of their production by moving from (1). In 
fact, market forces will drive firms to point (2), 
where the price line just touches AA. At that point 
of tangency, the value of their production will be 
the maximum, whether measured all in steel or all in 
shirts. (Under protection, the price line would have 
been flatter, reflecting a higher price for steel in 
terms of shirts. If this protected-price line were 
drawn in, it would just touch the AA line at (1).) 
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Thanks to trade, however, consumption need 
not be at (2). Starting from the combination of steel 
and shirts produced at (2), and exchanging shirts 
and steel at the prevailing relative price, the country 
can consume any combination it likes along the 
price line. 

For example, it might consume at (3). To do 
that, it would have to import steel and export shirts. 
Here comes the punchline. We can be sure that the 
economy is better off consuming at a point such as 
(3) than it was when it consumed (and produced) at 
(1), because at (3) it is consuming more of both 
goods. This is such a wonderful result that at first 
sight it looks like sophistry. But it isn’t. With no 
change in the amounts of economic resources, trade 
pushes a country beyond its production possibil- 
ities, and thus makes it better off. 


Remember efficiency 


But that is not all trade does. The production-pos- 
sibility curve in chart 11 assumes that the country is 
using its resources with maximum technical effi- 
ciency. At (1), the choice of product-mix is inef- 
ficient, but since (1) is sitting on the curve itself, 
rather than somewhere inside it, we know that the 
resources are being used as efficiently as they can be 
in that chosen combination. However, protection 
almost certainly causes technical inefficiencies as 
well as the wrong product-mix. Under protection, 
therefore, the economy is likely to be at a point like 
(4), producing less of the (wrong) mixture of goods 
than it should be able to. 

This is so for all sorts of reasons. Import-licens- 
ing regimes not only affect the price of raw materials 
and intermediate goods, but also cause delays in get- 
ting hold of them. Protection often favours capital- 
intensive production, which again puts developing 











































































countries at a disadvantage. By denying domestic 


producers access to world markets on undistorted 
terms, protection may make the domestic market 
too small to support factories of an economically ef- 
ficient size. . 

It may make some domestic producers monopo- 
lists or near-monopolists, which introduces an in- 
efficiency directly (because monopolists exploit 
their market strength by producing less and charg- 
ing more) and indirectly (because, lacking compe- 
tition, they have no incentive to keep costs low). 
Even if protection fails to increase monopoly power, 
sheltered: domestic producers will have less incen- 
tive to pay attention to quality control and 
innovation. 

Two of the world's top trade specialists, Profes- 
sors Jagdish Bhagwati of Columbia University and 
Anne Krueger of Duke University, have spotted 
and stressed yet another source of inefficiency, 
which seems to be pervasive in developing and in- 
dustrial countries alike: "rent-seeking", or more 
generally, "directly unproductive profit-seeking”’. 
These spring from the efforts of businesses to ex- 
ploit or evade the distortions caused by protection. 
For instance, import licensing may drive a wedge, or 
“rent”, between the official price of an intermediate 
good and the price that a domestic producer is will- 
ing to pay. 

This is a potential source of profit for some- 
body. Resources will be spent in trying to corner the 
market in licences, or in bribing the bureaucrats 
who decide which firms will get them, or in lobbying 
governments to alter the pattern of protection in 
ways that favour the lobbyists. Worst of all, re- 
sources will be spent in trying to win an increase in 
the overall level of protection. 

America is rich. It can afford to watch with wry 
disdain as Washington, the world capital of directly 
unproductive activity, goes about its business. 
Developing countries have too few resources to 
waste. Estimates of the costs of protection—the gap 
between (3) and (4) in chart 11 on the previous 
page—are necessarily hit and miss, but the sums in- 
volved are likely to be big. A study* of Turkey 
found that the costs of rent-seeking in the late 1970s 
were between 5% and [096 of GDP a year. That 
made no allowance for the effect that protection 
had on domestic monopoly power. Another 
study**, which did take monopoly effects into ac- 
count, found that the annual costs of protection 
were 7% of Gpp in Brazil, 3% of apr in Mexico, 6% 
of GDP in Pakistan and 4% of Gop in the Philippines. 

Even this is by no means a full accounting. The 
difference between (3) and (4) is what economists 
call the “static gains from trade’’. It is equivalent to 
a once-and-for-all rise in the level of national in- 
come. It fails to capture the “dynamic” gains that 
are tied up in a faster rate of growth. Table 2, which 
draws on a smaller sample of countries than before 
and looks at different periods, gives a clue to this. 





*“A General Equilibrium Estimation of the Reduction of Tariffs 
and Quantitative Restrictions in Turkey in 1978” by W. Grais and 
others. In “General Equilibrium and Trade Policy Modelling”, 
T.N. Srinivasan and J. Whalley, eds. Cambridge University Press, 
1984. 

**'"Commercial Policy,. Allocative and X-Efficiency” by J. 
Bergsman, Quarterly Journal of Economics 58 (August)... 
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lt breaks growth down into two parts: the part 
explained by increases in the quantity of labour and 
capital used, and the part due to increases in their 
productivity. The outward-looking countries have 
had faster growth in productivity as well as in out- 
put. By and large, they also owe a bigger share of 
their output growth to productivity than do the in- 
ward-lookers. And although they have added to 
their capital faster, they have added more labour per 
unit of capital. In other words, their growth has 
. been more labour-intensive. 

Modern economic theory has only recently be- 
gun to work out ways in which free trade (or indeed 
anything else) might raise the long-term growth 
rate. It will be a while before it produces anything as 
satisfying as the centuries-old theory of the static 
gains from trade. In the meantime it is enough to 
leave it at this: the many factors that give economies 
that once-and-for-all boost come together to pro- 
vide conditions that are friendly to growth. The re- 
sults speak for themselves. 


The new pessimism 

Ás economists have come round to the idea that 
outward-looking trade is a key to'development, the 
old pessimism of the 1950s and 1960s has had to 
find new ways to express itself. 

Some pessimists have dusted down the idea that 
trade locks developing countries into an unprom- 
ising relationship with the industrial countries. In 
this new version, the trouble is not so much the 
threat of declining terms of trade, as before, but 
rigid dependence on industrial-country growth. If 
the industrial countries slow down, as they did in 
the 1970s, the developing countries that rely on 
trade with them for their own growth will falter. 
The implication is that trade will not help the devel- 
oping countries to catch up. They will do well when 
the rich countries do well, and badly when the rich 
countries do badly. 

Another form of the new pessimism goes by the 
name of "the adding-up problem”. This is the idea 
that trade may have worked well for the countries 
that switched to outward-looking policies in the 
1960s and 1970s—but what would happen if the 
rest now joined in? There would be such a rapid ex- 
pansion of exports to the rich countries that protec- 
tioníst pressures would prove irresistible. On this 















































view, outward orientation worked only because 
many developing countries were kind enough to 
keep themselves poor. 

On a closer look, neither of these ideas stands 
up. Take each in turn. 

As a study by James Riedel of Johns Hopkins 
University has pointed out, the notion that trade 
ties developing countries rigidly to growth in the 
rich countries rests on an assumption: namely, that 
the developing countries are exporting goods for 
which there are no close substitutes in the rich 
countries. (This idea is firmly in the no-microeco- 
nomics tradition.) But if the developing countries: 
are selling products that compete with northern 
goods (in other words, manufactures as well as pri- 
mary goods) they can increase their market share by 
under-pricing the rich producers. Their exports to: 
the rich countries can thus grow faster than the rich 
countries’ markets. Equally, if growth in the rich 
countries slows, exports to those markets need not 
slow by as much, or even at all. 

This is exactly what has happened. The share of. 
manufactured goods in the developing countries' 
non-fuel exports increased from 1096 in 1955 to 
6596 in 1986 (chart 12). The trend is not confined 
to the East Asian dragons. Even excluding them, 
the proportion of manufactures in the developing 
countries' exports went up from about 1096 to 4596. 

These goods are in competition with domesti- 
cally produced manufactures. The demand for them 
is therefore sensitive to price. To that extent, the 
exporters' success will depend less on the back- 
ground level of demand in the north, and more on 
their own supply-side efficiency (microeconomics 
strikes back). To reinforce the point, the growth of 
manufactured exports from developing countries 
was as high in the 1970s as it had been in the 1960s, 
even though the industrial economies grew only 
half as fast on average. 

This is not to say that the developing countries 
do not profit from faster northern growth, or suffer 
if it slows. Exports would have grown even faster in 
the 1970s if the industrial countries had carried on 
growing as quickly as they had in the 1960s. And 
the recession of 1980-82, the deepest since the 
Great Depression, did give the exports of the devel- 
oping countries a hammering; even the dragons saw 
their export growth hesitate. The point is merely 
that the link between northern growth and the 
developing countries' export possibilities is not cast 
in iron, as the pessimists say, but highly bendable. 
And note that the outward-oriented economies re- 
covered from the external economic shocks of the 
1980s much faster than the inward-oriented ones. 


Two plus two equals five 


The adding-up problem is harder to dismiss because 
it looks forward hypothetically to a time when all 
developing countries are outward-oriented (always 
assuming that the adding-up school and others can- 
not talk them out of it). Moreover, if the secret of 
success for the poor-country exporters is not to ride 
passively on the back of expanding northern mar- 
kets but instead to compete aggressively within 
them, that can only add to fears of a crippling pro- 
tectionist backlash. 

However,.this ignores the fact that surges of 
protectionist sentiment, notably in America, have 
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less to do with the volume of imports than with the 
size of the trade deficit. Between 1980 and 1985 
America saw a strong revival of protectionist feel- 
ing. During that period imports went up all 
right—but, surprisingly enough, their share in GDP 
actually fell slightly, from 1296 to 1196. The sharp 
rise in the trade deficit happened because exports 
fell by much more, from 1396 of GDP to 996. It was 
the trade deficit—not the scale of imports in rela- 
tion to the overall economy—that energised protec- 
tion as a political issue capable of winning votes. 

Suppose the developing countries do all turn to- 
wards outward-looking policies, and do succeed in 
winning growing shares of rich-country markets like 
America's. Will that mean bigger trade deficits, and 
hence more protectionism, in the north? 

No. If the developing countries succeed in in- 
creasing their exports as rapidly as the pessimists 
fear, they will also be getting richer. As their in- 
comes rise they will import more, not just from each 
other but also from the industrial countries. This is 
already true. The rise in developing-country exports 
that happened in the 1960s and 1970s, though far 
less dramatic than it would have been if all the 
developing countries had participated, was still 
rapid. But the industrial countries have seen no sec- 
ular trend of deterioration in their trade balances 









over this period. Their exports to developing coun- 
tries and to each other have increased to offset the 
effect of their higher imports (chart 13). 

Furthermore, the adding-up theory ignores the 
scope for developing countries to increase their ex- 
ports to each other. Thanks largely to the reluctance 
of many governments to adopt outward-looking 
policies, some developing countries are now much 
richer than others. The richest of these can expect 
to engage in trade with the poorest in much the 
same way that today's industrial countries traded 
with them. In other words, the developing countries 
are different enough in the late 1980s for there to be 
many opportunities to exploit comparative advan- 
tage among them. 

The adding-up problem echoes the popular 
prejudice that there are only so many goods to be 
produced in the world: if one group of countries 
produces them, there is nothing left for the others 
to do. It is the lump-of-production fallacy. 

lobal production and consumption are not 
somehow fixed. Trade increases the output that can 
be squeezed from any given collection of resources, 
and the consumption that can be obtained from any 
given set of production possibilities. The parties at 
both ends of the transaction profit. Trade is, in 
short, a positive-sum game. 





The world according to Adam Smith 


OUTH KOREA shows that an outward-looking 
approach to trade does not require a laissez-faire 
approach to economic policy. Far from it. Its gov- 
ernment has intervened in the economy not just to 
arrange broad neutrality in the incentives facing ex- 
porters, but in many other ways too. It has pursued 
an active industrial policy, aiming to pick and pro- 
mote winners. In this it has often succeeded and 
sometimes not. It has channelled credit to preferred 
users, and in many other ways maintained close 
links with the management of the country's big 
companies. And all this seems to have worked. 
So South Korea prompts the following ques- 
tion. Suppose that the outward-looking approach 
to trade really does make sense, would it not be wise 
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for the countries that want to copy South Korea's 
success to copy its methods, and to aim for outward- 
orientation by interventionist means, with a good 
bit of non-trade intervention on top? 

There seems little question that outward-look- 
ing trade is what matters most. Countries that stop 
piling implicit taxes on their exporters are sure to 
do much better than those that do not, however 
they go about reducing or offsetting those taxes. But 
the governments of the developing countries that 

follow South Korea's interventionist path 
should still think hard before they do. 

South Korea's example is most of all a need- 
lessly difficult one. If intervention is not to do far 
more harm than good, it has to be intelligently de- 
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1 signed and competently administered. The bureau- 
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cracies in most industrial countries, let alone devel- 
oping ones, are just not up to it. A government that 
was minimally interventionist, confining itself to 
jobs that the private sector cannot do (for instance, 
providing genuine public goods such as an effective 
and consistent legal system), will find it has fash- 
ioned an outward-looking trade policy simply by 
not having one. A government that intervenes ex- 
tensively will end up with an outward-looking trade 
policy only if it is very clever about it. 

True, in many countries it may be politically 
easier to offset a system of protection that is already 
in place by adding to it some judicious export incen- 
tives, instead of rolling back the protection directly. 
But this political-feasibility argument should also 
take account of the political traps that lie in wait 
down the interventionist road. Politically, as well as 
economically, the outward-looking approach to 
trade and minimal intervention are natural part- 
ners. The government is distancing itself from 
business—saying, in effect, that relative prices are 


outside its domain. 


The import-substitution approach and inter- 
vention across a much broader front are equally at 
home together. If the government knows what the 
economy should be importing, it presumably knows 
alot of other things about how business should con- 
duct itself. The government has shown itself willing 
to intervene in one sector, so it will be worth time, 
effort and money to get it to do so elsewhere. 


Getting prices right 

Unsurprisingly, the experience of industrial and 
developing countries alike is that intervention 
breeds intervention. But in developing countries 
this circle is generally more vicious, because the ini- 
tial interventions are more disruptive. A quota here 
creates a shortage there; shortages push prices up, 
so price ceilings are necessary; price ceilings put 
firms in difficulty, so some are given subsidised 
credit; others are not, and want to contract, so sack- 
ings are forbidden. And so on. 

To stay on top of a complicated system of inter- 
vention while keeping price distortions to a mini- 
mum is extremely difficult. And note that that is 
what South Korea did: it intervened, but in ways 
that left prices comparatively free to do their re- 
source-allocating job. The penalty for failing to do 
that is not merely the risk of a growth-retarding 
trade regime, but the danger of further damage to 
the economy's internal efficiency. 

In 1983 Mr Ramgopal Agarwala, an economist 
at the World Bank, did a study of the link between 
price distortions and growth in developing coun- 
tries. This looked not just at distortions in trade, 
but also in interest rates, wages and the pricing of 
domestic products. He gave 31 countries a mark for 

rice distortions in each of those markets during the 
1970s, and calculated from that a measure of the 
average distortion. Then he plotted this against the 
countries' growth rate. He found that the numbers 
matched up pretty well (chart 14). 

The ten countries with the worst marks on the 
distortion index had growth rates that were on aver- 
age two percentage points lower than the average 
for the whole sample. The ten countries with the 
best marks had growth rates that were two percent- 
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age points higher than the average. 

The results for many of the individual countries 
are equally striking. South Korea, despite its govern- 
ment's interventionism, got the fourth-best mark 
on the distortion index. It still managed to grow 
faster than the three countries that beat it. (The 
iron law of econometrics again.) But look at those 
three countries. Malawi, one of the poorest in 
Africa—and yet, as Mr Agarwala's index would pre- 
dict, one of the fastest growing. Thailand, whose 
economic miracle has continued apace in the six 
years since the study (and whose growth rate in the 
1970s just happened to be precisely what Mr 
Agarwala's index said it should be). And Camer- 
oun, another of Africa's handful of success stories. 


The wrong sort of intervention in trade may be the 
most damaging of all, but it is not quite the most 
common. Mr Agarwala's numbers show that gov- 
ernments in seven of the 31 countries in the sample 
did little or nothing to protect domestic manufac- 
turing. Only two of the 31 did little or nothing to i 
distort their domestic capital market. 

At the broadest level, domestic finance encom- 
passes the government’s budget policy, because if 
the government is a heavy borrower from the do- 
mestic financial system, private borrowers will be 
crowded out. But financial interference has also 
taken a much more direct form: interest-rate ceil- 
ings and targeted credit. As a rule, the aim of these 
policies is either to give the poor access to affordable 
credit, or to spur investment by keeping credit 
cheap for everybody, or to steer savings to particular 
bits of the economy that the government wants to 
see grow more quickly—and sometimes all three. 

With an unaccustomed flair for the right word, 
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economists call the results “financial repression”. In 
a free market, interest rates move to balance the 
supply of, and demand for, credit. The pattern of 
interest rates, as distinct from the overall level, re- 
flects differences in the costs and risks of lending to 
different groups. Small borrowers, for example, can 
expect to pay a higher rate than big borrowers, be- 
cause the element of overhead in the lender’s costs 
is proportionately larger; also, small borrowers may 
be more likely to default, or harder to chase for re- 
payments. If an interest-rate ceiling is set too low, 
the result is not that small borrowers pay less for 
their loans; it is that they do not get any loans at all. 

Lenders will restrict their lending to the loans 
that remain profitable under the new regime. At the 
same time, they will probably have to cut the rate 
they pay to their depositors, to maintain the spread 
between lending and deposit rates which is the 
source of their profit. With lower deposit rates, 
there are likely to be fewer deposits: a smaller share 
of the country’s domestic savings will flow through 
the financial system. There may be a fall in overall 
savings. The financial system will lend less, and 
more of what it lends will go to the biggest 
borrowers. 

That is before the government steps in yet 
again. Since the demand for credit now exceeds the 
supply, the government has to ration it. If it then 
forces the banks to lend to favoured borrowers at 
loss-making rates, real trouble beckons. The finan- 
cial system is likely to contract even more. Lenders 
who keep going may eventually become insolvent. 

e damage does not end there. Thanks to 
macroeconomic mismanagement, a lot of develop- 
ing countries have combined distorting interest-rate 
regulations of this sort with high rates of inflation. 
Asa result, their interest rates have often been nega- 
tive in real terms for many years at a stretch. Usually 
this was accidental—governments simply neglected 
to change their controlled rates to take account of 
changes in inflation. But whatever the cause, it can 
only have added to the excess of demand over sup- 
ply in the market for credit. 





.. and repent 


The effects of financial repression on growth are 
much debated. Economists have failed to establish a 
reliable connection between artificially low interest 
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rates and total savings. Instead, low interest rates 
seem to divert savings away from the formal finan- 
cial system. That in itself is an important inefh- 
ciency, because it is the job of the financial system to 
allocate savings to their most profitable uses. 

Low interest rates also seem to go hand in hand 
with relatively unproductive investment. This could 
be because bad investments become profitable 
when money is artificially cheap, or because the big 
firms whose access to credit is improved under fi- 
nancial repression are less efficient than the small 
firms whose access is curtailed, or both. 

Chart 15 divides a sample of 33 developing 
countries into three groups: those with positive real 
interest rates, those with slightly negative rates, and 
those with very negative rates. It then shows how 
they performed between 1974 and 1985. The left- 
hand panel looks at growth. The countries with pos- 
itive real rates did best, and the countries with very 
negative rates did worst. The centre panel looks at 
the quantity of investment. Here there is no clear 
difference between the groups, perhaps reflecting 
the weakish link between interest rates and savings, 
The third panel looks at the quality of investment 
(that is, the growth in GP divided by investment). 
Again, the countries with positive real interest rates 
did best, and the ones with very negative rates did 
worst. 


The successful interventionist 


South Korea, as always, makes an interesting case 
study—but this time of the drawbacks of dirigisme, 
Its financial intervention was, predictably, too well 
managed to let real interest rates stay persistently 
negative. Nonetheless the government intervened 
heavily. Financial regulation was one of the main 
instruments of its industrial policy in the 1960s and 
1970s. Interest rates were held down and much of 
the country’s heavy demand for credit went unmet: 
Of the supply of credit that flowed into the coun- 
try's banking system despite the intervention, the 
government directed about a third to its own desig- 
nated sectors. 

An informal financial market filled some of the 
gap. Borrowers were often charged more than dou- 
ble the regulated interest rate. Most of them were 
small businesses, raising cash without collateral. 
This so-called kerb market handled big sums. On 
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one estimate, in the early 1960s its outstanding 
loans were roughly equivalent to 70% of the formal 
banking system's liabilities. That figure dropped to 
around 30% after a partial liberalisation in the early 
1970s. (Since then new formal intermediaries have 
been allowed to set up shop and pay higher interest 
rates, and the informal market has declined.) 

This form of intervention is one reason that 
South Korea now has an industrial structure that is 
dominated by a relatively small number of big firms. 
Financial repression channelled lots of cheap credit 
to these companies; small ones, relying on the infor- 
mal lenders, had to pay more than the banks would 
have charged in a market-based system. Taiwan's 
government, in contrast, let interest rates rise 
higher. It deliberately used the price of money to 
keep demand and supply in the market for credit 
roughly in balance. As a result, small firms were not 
at a disadvantage, and nor were labour-intensive 
methods of production. 

Between 1966 and 1976 the number of manu- 
facturing firms in Taiwan increased by 150%, while 
the average size of those firms (measured by the 
number of workers) grew by only 29%. In South Ko- 
rea over the same period, the number of manufac- 
turing firms increased by just 10%, while the aver- 
age size of firm went up by 180%. Both economies 
have seen their manufacturing grow at a phenom- 
enal rate. But whereas South Korea’s growth has 
mainly taken the form of an increase in the size of its 
firms, Taiwan’s has taken the form of an increase in 
their number. 

Does that matter? A recent report from South 
Korea’s Presidential Commission on Economic 
Restructuring measured the extent of competition 
in the country’s markets for more than 2,500 goods. 
It said that 21% of these markets were run by 
monopolies and 57% by oligopolies. South Korea's 
technocrats, who in the past have been so quick to 
spot mistakes and put them right, are now intensely 
worried about this lack of internal competition. The 
sheer power of the conglomerates in domestic mar- 
kets (not least in the market for labour), and the 
close relations that these companies have with gov- 
ernment, mean that business affairs are mingling 
dangerously with politics. 

This interaction is different from the mixing of 
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The pull of the market 


business and politics that many other countries 
have seen. South Korea’s businesses have been able 
to count on a high degree of economic and legal 
autonomy. Their dealings with government have 

n co-operative rather than confrontational. But 
even friendly intervention has a price. The recent 
wave of strikes for higher wages, which has helped 
to push the rise in South Korea’s unit labour costs 
from 10% in 1987 to 25% in 1988, is widely seen as 
a political struggle for shares of the national income, 
with the government on one side and workers on 
the other. That has a dreadfully Latin American 
flavour. 

An extra twist is that South Korea’s income-dis- 
tribution, though egalitarian by Latin American 
standards, is not as flat as Taiwan’s. This too goes 
back to financial repression, and the extra spur that 
South Korea's artificially low interest rates gave to 
capital-intensive production methods. Again, by 
the standards of other developing countries this dis- 
tortion was tiny. Judged in that broader context, 
South Korea's growth has been suitably labour-in- 
tensive. But it does seem that by being somewhat 
more interventionist than Taiwan, South Korea’s 
government has given the economy some problems 
that could prove difficult to solve. 

a 





A change in Africa 


OOKING around the world in the late 1980s, 
Adam Smith would find more to dismay him in 
Africa than in any other region—and more to con- 
vince him that he was right all along about the in- 
visible hand. Many African countries have deliber- 
ately amputated it. Some of them have seen decades 
of not merely stagnation but regression as a result. 
The most distorted price system on Mr 
Agarwala’s list belonged to Ghana. What this econ- 
omy achieved in the 25 years after gaining indepen- 
dence is truly frightening. In 1957 it was the richest 
country in black (sub-Saharan) Africa, and had the 
best educated population. It was the world’s leading 
exporter of cocoa, it produced 10% of the world’s 
gold, it had diamonds, bauxite and manganese, and 
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a flourishing trade in mahogany. Its income per 
head was almost exactly equal to South Korea’s: 
$490 against $491 (in 1980 dollars). 

By the early 1980s South Korea’s income per 
head was five times Ghana’s. That is perhaps less 
extraordinary than the fact that Ghana's income 
per head had actually fallen—and by nearly 2096, to 
$400. In the 12 years between 1970 and 1982, real 
income per head actually fell 3096, real wages a stag- 
gering 80%. Investment slumped from 20% of GDP 
in the 1950s to 4% by 1982; exports from more than 
30% of GDP to 3%. 

Here was a potentially prosperous economy, 
razed by bad government in the space of two de- 
cades. The story is full of bitter ironies. The coun- 
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try's leader at independence, Kwame Nkrumah, was 
a spokesman for the new independent Africa. He 
said the region needed to develop its own style of 
government, suited to its special circumstances. He 
spent vast sums on an assortment of useless mega- 
projects. (They included a spectacular headquarters 
for the Organisation of African Unity, which then 
decided to base itself in Ethiopia instead.) 

As economic troubles mounted, he piled on the 
misery: nationalisations left and right, political re- 
pression to follow. Capital flew abroad, people with 
skills and money did the same. The kleptocrats left 
in charge then ran the country into the ground. At 
the start of the 1980s Ghana was to Africa what 
Peru and Argentina are to Latin America: a distilla- 
tion of everything that has gone wrong with the 
continent's economies. 

Ghana, thank heavens, is an extreme case even 
in Africa. But the region as a whole has been a con- 
spicuous under-achiever for years, and slumped par- 
ticularly badly in the 1980s. During the 1970s in- 
come per head in black Africa (excluding oil- 
exporting Nigeria) hardly grew at all; in South Asia 
(Bangladesh, Burma, India, Nepal, Pakistan and Sri 
Lanka) it rose by roughly 196 a year. Between 1980 
and 1988 Africa's income per head shrank by 12% a 
year; South Asia's grew by 396 a year. 

Such persistent and widespread failure makes it 
natural to think that force of circumstance must 
somehow be to blame: cultural and other special fac- 
tors (ranging from "Africa lacks an entrepreneurial 
tradition" to "What a shocking climate") rather 
than economic ones. True, development is an im- 
mensely complicated matter. Perhaps no African 
country could have been a South Korea or a Tai- 
wan. But that should not be taken for granted. Af- 
rica has its success stories. In the coming years, a 
changing Ghana may even be among them. These 
cases are revealing. The clear difference between the 
successes and the failures is the extent to which gov- 
ernments let private enterprise go about its 
business. 

Letting enterprise do its job is not just a matter 
of governments doing less, enormously helpful 
though that would be. More than any other region, 
Africa shows how vital it is for government to do 
the things that only government can, and do them 









well. Businesses need an adequate (rather than 
ostentatious) infrastructure, and literate, numerate 
workers. But the state's most crucial task by far is to 
provide the rule of law. When government misman- 
agement in the economic sphere meets lawlessness, 
the results are disastrous. It is another proof that the 
errors of government (errors of omission as well as 
commission) are not additive but multiplicative. 


The monopolising state, part one 

Examples of this rule are virtually endless. One of 
the clearest is the history of Africa's reliance on agri- 
cultural marketing boards. Most of these are statu- 
tory monopolies. They buy up the crops produced 
by their countries' farmers at controlled prices, and 
then sell them either at home or abroad. (Some 
boards have a monopoly only in international trade, 
and have to compete with private firms in the do- 
mestic market.) 

The system has been economically awful, be- 
cause the prices paid to farmers have been kept arti- 
ficially low. This was doubtless on the patronising 
assumption that farmers are insensitive to price sig- 
nals. By driving an ever bigger wedge between the 
farmer's price and the final customer's price, the 
boards became rapacious tax collectors. In Tanzania 
in the 1970s the farmer's share of export earnings 
from his crops was less than 50%. In Ghana be- 
tween 1963 and 1979 the price of consumer goods 
went up by a factor of 22, and the price of cocoa in 
neighbouring countries by a factor of 36; the price 
paid by the cocoa marketing board to Ghana's 
farmers went up just sixfold. Tanzania's "price-in- 
sensitive” farmers responded by switching to pro- 
duction for subsistence, and the country's exports 
of cotton, coffee, tobacco and other crops fell by a 
third in seven years. Ghana’s ignorant farmers did 
the same. 

But bad economics is only half of it. Many of the 
boards have been further plagued, not just by ad- 
ministrative ineptitude and soft corruption (such as 
the gift of board appointments to chums of minis- 
ters) but also by outright theft on an impressive 
scale. The funds collected and disbursed by these 
boards are enormous in relation to the size of their 
economies; some boards are handling three-quar- 
ters or more their country’s entire export earnings. 
With the stakes so high, the damage caused by in- 
efficiency and corruption is crippling. 

So is the resistance to change. Despite that, a 
report* by Mr Keith Marsden (a Geneva-based con- 
sultant who previously worked in the World Bank 
and has studied Africa for many years) shows that 
several African countries are trying to reform their 
board systems. 

In 1981 Somalia’s government withdrew the 
monopoly in maize and sorghum from its inaptly 
named Agricultural Development Corporation 
(ADC). Luckily, the continent's alleged lack of indig- 
enous entrepreneurship did not prevent private 
traders from quickly taking over its functions: by 
1984 the ADC's share of purchases of these crops 
had fallen to less than 296. Farmers then briefly put 
aside their insensitivity to price and increased pro- 
duction from 251,000 tons in 1980 to 491,000 tons 


*"Private Enterprise in Africa" by Keith Marsden and Thérèse 
Belot. World Bank Discussion Paper 17. 
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Knowledge leads to success 





Süleyman tbe Magnificant ( 1494 - 1566) 


Victorious on three continents, a great builder 
and a revered lawmaker, Sultan Stileyman led 
the Ottoman Empire to its golden age during 
bis 46-year reign, ruling with strength and 
brilliance 


“Sultan Suleyman & bis monogram 
Computer image by E. Senan 
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Ask any historian 


Süleyman the Magnificient derived his 
success from his immense knowledge of 
affairs of state, the arts and culture. Türk 
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in 1984. Nigeria abolished all its commodity market- 
ing boards in 1986 (and devalued its currency at the 
_ same time); its farm exports surged. Mali, Madagas- 
car, Cameroun, Niger and Senegal have also 
liberalised their farming in recent years. The lessons 
are that agricultural reform is politically possible, 
and that the benefits often come through quickly. 

Even in Ghana? Between 1982 and 1983, Mr 
Jerry Rawlings (the young military pilot who had 
just seized power for the second time in two years, 
on this occasion to hang on to it) began a rather 
idiosyncratic course of reform. At the start he did 
some stupid things, such as freezing food prices and 
closing shops owned by Indians (both of which 
made food scarcer). Thanks to drought, fire and po- 
litical unrest, the economy seemed poised to go 
from bad to worse. But in 1983, as part of an agree- 
ment with the IMF, Mr Rawlings devalued the cedi 
by 90%—yes, 90%—and began to tighten control 
of public finance. 

The devaluation caused a steep rise both in lo- 
calcurrency cocoa prices and in the taxes derived 
from them—even though the rate at which taxes 
were levied came down. The public sector moved 
into financial surplus, which allowed a big (yet non- 
inflationary) increase in the amount of credit flow- 
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with weak or no reform programmes 
affected by economic shocks (good or 


ing to the private sector. Growth in GDP has recently 
averaged 696 a year, a rate expected in 1989 too. 
Multinational mining companies are showing a re- 
newed interest in the country's gold. Even manufac- 
turing shows signs of life. 

The economy is having to start all over again; 
the past 30 years have set it back 50. Reform still 
needs to go much further, and the continuing politi- 
cal uncertainty militates against a strong recovery in 
private investment. Some of the progress to date 
has been bought with generous foreign aid, which 
may not last. But try this for an encouraging indi- 
cator. Ghana's cocoa producers have started up 
again: more than a third of the country's area under 
cocoa has been planted since 1984—and the plants 
take five years or so to start yielding crops. 


The monopolising state, part two 
Unfortunately, bungled intervention is so pervasive 
in Africa that reform is everywhere an uphill strug- 
gle. Since 1980 many debt-strapped African coun- 
tries have, like Ghana, followed adjustment pro- 
grammes agreed with the IMF or World Bank. These 
programmes have mainly concentrated on reducing 
public-sector deficits, adjusting exchange rates to re- 
alistic levels, and raising agricultural prices in local- 
currency terms. The results of reform across this 
broader range of countries have been good, though 
not startling. 

Remember that many of the reforming coun- 
tries undertook the programmes only when matters 
had become so bad that they had little choice. Also, 
as a group, the reformers faced falling world prices 
for their exports in 1985-87, whereas the non-re- 
formers benefited from rising prices. In that light, 
the reformers did well during the period to match 
the rate of GDP growth of the non-reformers; they 
grew by 2.8% a year compared with 2.7% (Table 3). 
Exclude from the comparison those countries af- 
fected by large external shocks (both good and bad), 
and the figures swing decisively in favour of the re- 
formers: growth of 3.8% a year in GDP against 1.5%. 
Reform works, it seems, even if it has not yet worked 
a miracle. 

One reason that progress has not been faster is 
that, despite Africa’s reforms to date, the state still 
exercises sweeping economic power. Figures to mea- 
sure the extent of public-sector involvement are in- 
complete: for the most part, African countries do 
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not keep consolidated accounts that would show, 
for example, all the transactions between central 
governments and state-owned enterprises. How- 
ever, Mr Marsden combined his own guesstimates 
with such figures as are available and came up with 
Table 4 on the previous page, which shows how re- 
sources were distributed in 1987 between the public 
and private sectors in black Africa. 

The private sector was responsible for roughly 
1096 of the region's Gpp and 85% of its employ- 
ment. Yet it received only 30% of the credit ad- 
vanced by domestic financial institutions in the 
course of the year, and accounted for only 23% of 
the outstanding credit stock. The private sector 


does all the saving, to the tune of 14% of cpp. But of 
the 16% of cor that the region spent on invest- 
ment, two-thirds was spent by the public sector. The 
state is even greedier when it comes to flows of capi- 
tal from abroad. Governments or state-owned en- 
terprises received 80% of the region’s grants and 
87% of the subsidised loans. The private sector ac- 
counted for just 4% of the region's stock of foreign 
debt at the end of the year. 

Those figures, remember, are for 1987—several 
years after many African countries had, willingly or 
unwillingly, begun to reform their economies. As 
long as the public sector retains such a hold, it 
would be unwise to expect many miracles. 








Missing entrepreneurs 





GEAL myths helped to shape the develop- 
ment strategies of the 1950s and 1960s. Perhaps 
the most damaging, and at the same time most ab- 
surd, was the idea that developing countries (espe- 
cially in Africa) lacked entrepreneurs. Twenty years 
past its time, the myth lingers on. In 1989 the most 
striking thing about it is that it has managed to fool 
so many people for so long. 

True, many developing countries suffer from a 
noticeable shortage of business-school graduates 
wearing double-breasted suits, yellow ties and scar- 
let braces. But enterprise comes in many other 
wrappers. 

Peasant farmers who switch to another crop in 
response to a change in their government’s market- 
ing arrangements are entrepreneurs. So are the un- 
registered taxi and minibus operators who keep 
most third-world cities moving. So are street-market 
traders, perambulating water vendors, money 
changers and informal credit brokers. So are the 
growers of illegal crops such as coca, who in many 
countries are denied the opportunity of making a 
decent living by legal means. So are the smugglers of 
just about anything who do such a roaring trade 
across Africa’s borders, profiting from the massive 
price distortions that government policies create. 
So are the developing-country bureaucrats who 
turn their offices into business outlets ranging from 





official-permissions-for-sale to photocopying-while- 
you-wait. 

Entrepreneurship starts with what John Hicks, 
an eminent British economist who died earlier this 
year, called the “Economic Principle"— namely, 
that people will take the opportunity of gaining an 
advantage when it is presented to them. Much tradi- 
tional development economics implicitly believed 
that the poorest countries cannot meet even this 
minimal requirement. It is hard to imagine a more 
condescending view. Visit any developing country, 
however poor, and the evidence to refute it stares 
you in the face. 

The second part of entrepreneurship is 
skills—in choice of technique, in management, in 
finance, in the ability to read the label on a bag of 
fertiliser. Skills have to be learnt and in many devel- 
oping countries they are in short supply. But this 
supply is not, in some mysterious way, fixed. The 
success of the green revolution in India and else- 
where shows that farmers are willing to learn new 
skills when they can see an advantage for themselves 
in doing so. (The green revolution involved the in- 
troduction of high-yielding crops that required dif- 
ferent methods and more sophisticated inputs such 
as fertiliser and an assured water supply.) 

Wide provision of elementary education makes 
the acquisition of desired skills faster, and this is one 
of the few areas where developing-country govern- 
ments could usefully do more, not less. Beyond that, 
however, the main reason for the lack of job-specific 
skills is the lack of a good reason to acquire them. 
This broad point applies as much to physical capital 
as to skills—that is, human capital. In development, 
new opportunities to invest profitably usually ap- 
pear before saving and investment start to grow 
faster—whether the investment is buying machines 
or learning how to work them. This was true, for 
example, in South Korea. Recall that its savings rate 
in the 1950s was lower than India's; it rose as the 
opportunities for profitable capital accumulation 
materialised. 

The same is generally true of today's rich coun- 
tries. Their times of most rapid economic change 
did not follow the build-up of financial surpluses 
(loosening a supposed constraint on development), 
but periods of innovation (which increased the po- 
tential returns from building financial surpluses). If 
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this survey is right, the developing countries have 
enormous unexploited opportunities for increasing 
the returns to all manner of economic activities. 
Once governments allow those opportunities to be 
grasped, entrepreneurs will start to acquire the skills 
they need. 

The third part of entrepreneurship is the will- 
ingness to take a chance. This is not always neces- 
sary. Some entrepreneurs find ways to gain advan- 
tage risklessly. As a rule, though, entrepreneurship 
does involve at least the risk that by doing one 
thing, you will be less well off than if you had spent 
the time doing something else. If investment of 
some sort is required, the danger of losing out is 
clearly all the greater. In developing countries, the 
risks of doing business are huge, and this undoubt- 
edly deters local and foreign entrepreneurs alike. 

Again, however, many of the risks flow directly 
from government policy. Is the present punitive tax 
rate going to be pushed even higher? Will the gov- 
ernment reform its pricing system before a planned 
investment comes on stream! Is this industry going 
to be nationalised, or more tightly regulated, or de- 
nied its ration of foreign exchange? Will it still have 
friends at the ministry after the next change of 
government? 


" Peru, in other words 


In view of the ramparts that some governments 
place in the way of their country's entrepreneurs, it 
is surprising that enterprise survives at all. Mr 
Hernando de Soto's celebrated study of Peru's in- 
formal economy, “The Other Path", shows the re- 
markable persistence and ingenuity of its 
entrepreneurs—and why they have chosen to be 
outlaws, despite the risks. Africa awaits its de Soto, 
but he or she will most likely find much the same as 
he did. 

In one experiment, Mr de Soto’s researchers 
posed as workers wanting to set up a small clothing 
factory in Lima. After renting space in existing fac- 
tory premises they applied for the various permis- 
sions. They also took a short-cut by applying for sin- 
gle-proprietorship: that reduces a good deal of the 
red tape. Four university graduates and a 
lawyer—but no other ee en to grapple 
with the rest. 

In the months that followed, they were asked on 


- ‘ten occasions to pay a bribe. Twice they agreed to, 


CONOMIST SEPTEMBER 23 1989 











































because the alternative was to abandon the project; 
the other eight times they avoided paying, though 
this was "far from easy". Altogether, 11 separate 
permissions took 42 weeks to gather. They involved 
repeated visits to seven different ministries or other 
bodies (chart 16). Mr de Soto estimates the cost of 
compliance at nearly three times the annual "mini 
mum living wage". Quite steep, when you realise 
that this is the price of being allowed to pay taxes. 

If at the same time the businessman had been 
trying to acquire the title to a piece of state-owned 
waste ground and thereby establish legal ownership 
of his house, his patience and wallet would indeed 
have been strained. Because that is a bit more com- 
plicated. It takes three years and seven months, and 
involves 207 different transactions within multiple 
layers of six government departments— including, 
as you might imagine, the office of the president. 
After all that, our weary entrepreneur would have 
“adjudication of the land"— but no right to sell it. 
So, among other things, its value as collateral would 
be lower than if the owner had been granted proper 
title. 

In the face of such hostility, it is a triumph of 
entrepreneurial drive that people find ways to con- 
duct business of any sort. 


The exporters of Bangladesh 


Given half a chance, the three ingredients of entre- 
preneurship can come together—and sometimes 
with spectacular results. It would be hard to find a 
more striking, or more revealing, case than the re- 
cent flowering of the clothing business in 
Bangladesh*. 

This started with a collaboration between Mr 
Noorul Quader, a bureaucrat-turned-entrepreneur, 
and Daewoo of South Korea. Mr Quader's new 
company, Desh, agreed to buy sewing machines 
from Daewoo (itself a manufacturer of clothes, and 
much besides) and send workers to be trained in 
South Korea. Once Desh's factory started up, 
Daewoo would advise on production and handle 
the marketing in return for royalties of 876 of sales. 

Daewoo did not lend to Desh or take any stake 





*The details that follow are drawn from "The Role of Catalytic 
Agents in Entering International Markets". World Bank, Industry 
Series Paper 5, 1989. Don't be put off: it is much more interesting 
than its title suggests. 
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in the business. But it did one other terribly useful 
thing. It showed Desh how to design a bonded ware- 
house system (which the government. agreed to au- 
thorise). This, in effect, made clothes-exporting a 
special economic zone—an island of free trade with- 
in a highly protected economy. Desh was able to 
compete with foreign producers on equal terms. (So 
if you look back to chart 9 you now know why Ban- 
gladesh did so well for a strongly inward-looking 
economy: where it did best, it wasn't.) 

At the end of 1979 Desh’s 130 trainees re- 
turned from South Korea with three Daewoo engi- 
neers to install the machines. Production began in 
April 1980, with 450 machines and 500 workers. 
That year the company produced 43,000 shirts with 
a value of $56,000; by 1987 sales had risen to 2.3m 
shirts and a value of $5.3m. That is a growth rate of 
92% a year. 

Meanwhile an interesting thing had happened. 
Desh began to do well so quickly that it cancelled its 
collaboration agreement with Daewoo in June 1981, 
just 18 months after the start-up. It started to do its 
own marketing and bought its raw materials from 
other suppliers. So it has achieved most of its suc- 
cess on its own. Better still, so far as Bangladesh is 
concerned, the company has suffered heavy defec- 
tions of its Daewoo-trained staff. Of the initial batch 
of 130 who visited South Korea in 1980, 115 had 
left the company by 1987. Why did they leave? To 
start their own businesses. 

From nothing in 1979, Bangladesh had 700 
clothes-export factories by 1985. They belonged to 
Desh, to Desh’s graduates or to others following 
their example. Clothing has overtaken jute prod- 
ucts as the country’s biggest export, so much so that 
in value terms it now rivals the sales of Uncle 
Daewoo itself (chart 17). 

What nearly spoils this story is an outrage that 
will cause export-pessimists to smile sadly. Most of 
the industry's early exports were to America. In 
1985, troubled by its widening trade deficit, that 
brave champion of free enterprise slapped an im- 
port quota on Bangladesh, which at that time was 
the second-poorest country in the world after Ethio- 
pia (not counting Cambodia and a handful of oth- 
ers for which no figures are available), with an in- 
come per head of $150, or less than one-hundredth 
of that of the United States. Bangladesh's share of 
clothing imports (not even, please note, 
its share of the domestic market) was tiny: 
less than 1.8%. But rapid growth had 
meant that it had already outstripped the 
share of Taiwan and South Korea in cer- 
tain product lines. So on went the quota. 

God bless America. And God bless 
Britain, France and Canada for marching 
self-righteously behind with quotas of 
their own. The industry in Bangladesh 
reeled. Of the 700 factories that were 
open in 1985, 500 closed within months. 

Maybe the pessimists smiled too soon. 
After negotiations, the quotas were loos- 
ened in 1986 and 1987. Exports shot up 
again, and about 300 of the closed fac- 
tories reopened. To reduce the danger of 
tighter quotas in the future, firms have 
made great efforts to diversify into new 
markets (including Russia, Australia, Ja- 








Miracle worker 


pan and the Middle East) and across a much 
broader range of product categories. But note that 
the value of exports did not actually fall across the 
industry even in 1985: their growth merely slowed. 
Despite the sad smiles, then, chart 17 hardly makes 
the case for export pessimism. Nor is it much help 
to those who would argue that Bangladesh is poor 
because it lacks entrepreneurs. 


A push from privatisation 

To release the full potential of their entrepreneurs, 
developing-country governments need to change 
their approach in the fundamental ways this survey 
has already described. It can be summed up in the 
phrase "letting prices work”. Above all, that means 
low and stable inflation, an outward-looking ap- 
proach to trade, an end to financial repression, and 
a withdrawal from direct intervention in markets. 
Many governments would regard that list as imprac- 
ticable even if desirable. 

Yet lately many of those very same governments 
have been bringing the private sector into the provi- 
sion of public services, closing loss-making state- 
owned enterprises and selling off bits of potentially 
profitable ones. Thus broadly defined, the World 
Bank counted 600 cases of "privatisation" world- 
wide between 1980 and 1988—400 of them in 
developing countries, 160 in black Africa. 

When privatisation happens against a largely 
unchanged background of protected markets and 
price distortions, it is likely to disappoint. This is 
especially so when it is done reluctantly—forced on 
unwiling governments by budgetary difficulties 
they hope will prove temporary. Yet the trend is still 
a hopeful sign. Some governments may learn to 
their surprise that privatisation, by promoting en- 
trepreneurship, helps them. 

Privatisation often seems to work best in devel- 
oping countries when it takes the form of allowing 
private business to compete on equal terms with 
what was formerly a state-monopoly supplier. Even 
in areas where some element of public provision is 
bound to remain—education, health, water supply, 

transport, power generation and 
telecommunications—a dose of competition does 


the state a world of good. 
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economic equation: The price of oil. liquidity for the efficiency it provides. To 
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responsive in recent years, its value and Most importantly, a position in the 
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On top of that, there is unsatisfied demand for 
such services in many developing countries—and so 
money to be made in supplying them, if only gov- 
ernments will let it happen. In Lima (where else?) it 
takes four years to get a telephone put in. Many peo- 
ple would undoubtedly be willing to pay more than 
the going rate (including kickbacks) for faster ser- 
vice. (This aspect—the scope for greatly increased 


supply—does not arise in the debate about privati- 
sation in industrial countries.) Best of all, especially 
for Africa, tolerance of competition draws more of 
the country’s entrepreneurs into the formal econ- 
omy, where as legal businesses they have greater ac- 
cess to the credit they need to grow. Privatisation 
may therefore turn out to be the thin end of an en- 
trepreneurial wedge for the third world. 





Distracted by debt 


NTIL the early 1980s the developing countries 

had enjoyed, by and large, 25 years of steady 
growth. That performance was profoundly disap- 
pointing by the standards of what might have been 
achieved with better policies. But set against the 
growth of earlier periods, or against the growth that 
today’s industrial countries experienced at com- 
parable stages of development, it was an impressive 
achievement. Most of all it was enough—except in 
those countries whose governments nearly suc- 
ceeded in killing private enterprise altogether—to 
bring a continuing and perceptible rise in the qual- 
ity of life. 

One of the reasons why the false pessimism of 
the 1950s and 1960s is now reviving is that this long 
period of slow but sure improvement has stop 
The reason it has stopped is debt. Since 1982, it 
sometimes seems, almost everything that has been 
said and written about the third world has put debt 
at the centre. This survey has left the subject to be 
touched upon briefly in its closing pages. Why? 

Certainly not because the impact of the debt 
saga has been exaggerated—that would be hard to 
do. The interruption of capital flows to the debtors 
over the past seven years has been an immense set- 
back, and the damage in human terms is vast. 

Debts that had been serviceable when interest 
rates were low and exports were growing nicely in 
the 1970s went bad when money turned dear and 
markets shrank in the world recession of 1980-82. 
When Mexico told America’s Federal Reserve in 
mid-1982 that it might default on what it owed to 
foreign banks, the flow of capital to the countries 
that now looked over-indebted stopped—and 
thereby validated the judgment that the debts were 
unpayable. The net transfer of financial resources 
from the industrial countries to the debtors (that is, 
the difference between new lending to the debtors 
and the debtors’ payments of interest and principal) 
changed from a positive flow to a negative one, even 
though the debtors immediately went into arrears. 

This idea of “net transfer" is easily misunder- 
stood. At face value it suggests that any increase in 
new lending (an increase in debt by another name) 
is welcome, which is clearly wrong. But as a measure 
of the squeeze on the debtors’ cash flow, it serves. 
With new capital from lenders blocked, the borrow- 
ers faced a wrenching adjustment. They had to gen- 
erate trade surpluses, and fast. They did it more by 
choking imports than by increasing their exports. 
The result was falling consumption and falling 


*"The Legacy of Debt” by Stuart Tucker. Overseas Development 
Council, Policy Focus 3, 1989. 


investment. 

Between 1980 and 1988, incomes per head in all 
the developing countries rose on average by just less 
than 2% a year; that was about half as quickly as 
they had grown between 1965 and 1980. But after 
1980 incomes per head in the “highly indebted 
countries” (the 15 mainly Latin American econo- 
mies named in the Baker plan of 1985, plus Jamaica 
and Costa Rica) shrank by 112% a year; between 
1965 and 1980 they had risen by 4% a year. Black 
Africa, with debt troubles that loomed even larger 
in relation to the size of its economies, also saw 
growth in incomes per head turn sharply negative. 


Sunk costs 


A recent paper* by Mr Stuart Tucker of the Over- 
seas Development Council in Washington tots up 
the damage. If incomes per head in the highly in- 
debted countries had grown during the 1980s as 
rapidly as between 1965 and 1980, they would have 
been more than one-and-a-half times bigger last year 
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Baker planned... 


than they actually were: nearly $2,200 (in 1986 
prices), compared with $1,400. On that basis the 
cumulative loss over eight years is $2 trillion, or 
$3,500 per person. And since the gap between what 
is and what might have been is not merely still there 
but widening, the “cost” is set to grow and grow. 

Are these figures a cheat? Many would say yes, 
arguing that the pre-1980 growth rate was bought at 
the price of a recklessly rapid accumulation of 
debt—so that it makes no sense to extrapolate it. 
But that is wrong. The rise in interest rates and the 
world recession of the early 1980s were not preor- 
dained. If they had never happened, the debt saga 
might well have been not just postponed but can- 
celled—and the growth rates of 1965-80 might well 
have continued. But the real point is this. With the 
right policies in place, those earlier growth rates 
would actually have been exceeded. Mr Tucker's 
measure of the cost of the debt saga would then be 
an underestimate. 

Debt has mattered all right. But the recession of 
1980-82 cannot be undone, and the upward shift in 
global real interest rates looks set to last. So the 
question is what do the developing countries do 
now to match or exceed their earlier growth rates? 
The narrow focus on managing the debt saga has 
turned attention elsewhere, to a beguilingly compli- 
cated but essentially trivial issue: the details of the 
bargain that will have to be struck between debtors, 
lenders and rich-country governments. Once again, 
the task of promoting growth has been put aside in 
favour of a struggle for shares of a supposedly fixed 
cake. That struggle has nothing to do with the task 
that the poor countries have to face—to under- 
stand, and achieve, the preconditions for rapid 
development. 


In search of efficiency 


It boils down to the following. If governments in the 
developing countries get their policies right (which 
mainly means having fewer of them), their econo- 
mies will start to thrive—regardless of which of the 
thousand-and-one debt plans, if any, comes to be 
adopted. If they carry on getting their policies 
wrong, no debt plan, however ingenious, is going to 








make much difference. 

To see this, three broad points need to be borne 
in mind. The first is that “high indebtedness” is an 
entirely relative concept: debts that can be crippling 
to one borrower might be comfortably manageable 
or barely noticeable to another. It all depends on 
the income that is available for debt service. 

Most of the numerous debt schemes, including 
both the Baker plan and the Brady plan, try to ar- 
rive at an idea of how big a flow of new foreign capi- 
tal the debtors will need, and then to decide on how 
much of it should come from the banks on the one 
hand and the multilateral institutions on the other. 
The top line of this calculation is the debtors' ex- 
port revenues over the period for which the plan 
will be in place—say five or ten years. (The greater 
the debtors' export revenues, the less new capital 
will be needed from foreign sources to achieve a tar- 
get rate of growth in imports.) This prediction is 
generally based on the assumption that the debtors, 
roughly speaking, will carry on exporting as much as 
they do at present, or maybe a little more. 

Useful though such an assumption might be as 
a starting point, remember that it is just the old ex- 
port pessimism in a new guise. That top line, usually 
tossed in with little or no comment, is actually the 
crux of the matter. To claim that the debtors 
"need" so many extra billions a year in debt relief 
(the Brady plan has $7 billion a year in mind) is to 
say, as in the 1950s and 1960s, that growth in the 
third world will be throttled by an immovable for- 
eign-exchange constraint. One of the fundamental 
lessons of the past few decades has been that such 
constraints, with precious few exceptions, are mov- 
able. To take them for granted is to declare defeat at 
the outset. 

The second point to remember is this: roughly 
half of the money that was lent to developing coun- 
tries in the past ten years was promptly sent back. 
The figures for this “capital flight”—much of it 
illegal—are understandaby imprecise, but undoubt- 
edly huge. Economists at J.P. Morgan in New York 
reckon that the stock of assets held abroad by pri- 
vate residents of the Baker-plan countries was $300 
billion at the end of 1987. That is equivalent to 
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“The most profound of the many swift changes 
to the Turkish banking system is that of attitude" 


(EUROMONEY, Turkey Supplement, December 1986) 
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more than half their total foreign debt. Mexico was 
thought to have $84 billion stashed (four-fifths of its 
debt), and Argentina $46 billion (three-quarters). 

y academic commentators have begun to 
stress the need for debt-relief schemes such as the 
Brady plan to reward "good behaviour". One can 
see why they do. Countries such as Mexico have 
tried hard to achieve macroeconomic stability by 
following the sort of policies recommended by the 
IMF. Incomes have been tightly squeezed as a result. 
Mexico has also liberalised its trade regime. Al- 
though much still remains to be done in microeco- 
nomic policy, Mexico and a handful of others (Bo- 
livia, Chile, Colombia, Costa Rica and Uruguay) 
have taken a big step in the right direction. Has in- 
ternational capital voluntarily started flowing back 
to these countries? On the whole, no. But then 
flight capital has not winged its way back either. 

In due course both will happen—if the reforms 
to date are maintained and extended. Foreign lend- 
ers can surely be forgiven for doubting the resolve of 
the reformers if the debtors’ own citizens remain 
unconvinced. These countries have long histories of 
self-destructive policy to live down. The banks are 
wiser now than before, and more careful. 

To talk of “rewards” for the good boys is not 
only condescending, but somewhat beside the 
point. Better rewards than a bit of coerced debt re- 
lief await the countries that stay the course. Chile, 
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one of the first and most determined reformers, has 
seen its growth rate rise to 576 a year in 1984-86, 
5.196 in 1987 and 6.396 in 1988. Mexico, whose 
conversion is much more recent, has already seen its 
non-oil exports double from less than $7 billion in 
1985 to $14 billion in 1988. This, the prospect of 
returning flight capital, and the hope of more bor- 
rowing from banks and bond markets are surely a 
more tempting inducement than a pat on the back 
and a few coppers from the IMF. 

By all means let the mF and the World Bank use 
what leverage they have to push the debtor coun- 
tries towards reform. And it would be good sense on 
their part to put their resources into countries such 
as Mexico and Chile, where they now stand a 
chance of being used productively, and not into Ar- 
gentina and Brazil, where as yet they do not. The 
two institutions can help a lot, especially in provid- 
ing technical advice to the governments that have 
decided of their own volition to press on with pro- 
grammes of reform. But their involvement is neither 
necessary (remember Bolivia) nor anything like suf- 
ficient to alter the developing countries’ prospects. 
Where governments draw them in as scapegoats for 
policies to which they themselves are not commit- 
ted, their presence can even be counterproductive. 


Introductory engineering 

The last point to bear in mind is that, even in good 
times, foreign capital finances only a small part of 
investment in developing countries. This is not to 
say that it is unimportant, or that there should not 
be more of it. At the margin it matters a lot, not just 
in quantitative terms, but because of the foreign ex- 
pertise that often comes with it. However, it does 
need to be kept in perspective. 

Chart 18 and the table that goes with it show 
various financial balances for a sample of develop- A 
ing countries (some now “highly indebted”, others | 
not) for which sufficiently detailed data are avail- 
able. It shows that by far the biggest source of their 
capital was household savings. These were equiva- 
lent, on average, to 13% of GDP in the 14 countries : 
included. A little less than half of this capital was | 
invested by the households themselves. The surplus 
was then channelled through the countries' various 
financial intermediaries. 

Unlike households, businesses invested more 
than they saved—16% of GDP against 9%. The gap ' 
between the two—business’s financial deficit—was a 
7% of GDP, roughly the same as the households’ sur- M 
plus. This tells almost the whole story of savings and y 
investment in the countries concerned, and foreign al 
capital has not yet been mentioned. In fact the in- 
flow of foreign capital roughly matched the govern- 1 
ments’ financial deficit. Both were about 2% of GDP. 54 

The domestic supply of capital (that is, the sum i 
of household savings and business savings) was 22% 
of GDP, or 11 times bigger than the foreign supply of 
capital. Suppose that domestic savings were to be 
used 10% more efficiently than they are at present, 
which is hardly an impossible task. The benefits 
would be greater than if inflows of foreign capital 
were to double. The damage still being caused by 
macroeconomic instability, inward-looking trade 
and financial repression suggests that much larger 
productivity gains than that are within reach. More- 
over, this contrast between the rewards of greater 
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What the world’s 
poor countries 
need most is 

less government 





Money well spent 


efficiency and the gains from new foreign capital ap- 
plies only to each year’s flow of new savings. An in- 
crease in efficiency would also squeeze more output 
from the much greater volume of capital already 
invested, 

Many developing countries are like a hugely in- 
efficient engine. The man in charge can count on a 
steady supply of gallons of fuel, but the engine keeps 
running out and stalling—it is so badly tuned that it 





is burning three times as much as it needs to. Simple 
instructions for tuning the engine to peak eff- 
ciency, and the tools required, are in a small pouch 
on the engineer's workbench. But he divides his 
time between ferociously attacking the engine with 
a sledgehammer (it had worked quite well until he 
started doing that) and travelling far and wide with 
a cup in search of more fuel. He needs to change his 
ways. 

—n 





Poor man's burden 


DVOCATES of state intervention always love 
to pose as realists. Markets are not perfect, 
they say. If they were, perhaps they could be relied 
upon to allocate resources properly. But everybody 
knows they aren't, especially in developing coun- 
tries, so governments have to step in. Many people 
would dismiss the arguments of this survey with that 
and a wave of the hand. 

These realists are indeed realistic about mar- 
kets. The price system never works perfectly, least of 
all in developing countries, so it cannot make all as 
it would be in some textbook world. But at that 
point the realists’ powers of observation run out. 
They are laughably unrealistic about governments. 
In thinking that the state should stroll in whenever 
markets are flawed, they are making the same mis- 
take that they (falsely) accuse liberal economists of 
making. They are confusing theory with reality. 
Surely realists should know that nothing in this 
world—not even government—is perfect. 

The question is whether to rely on imperfect 
markets or imperfect governments. Broadly speak- 
ing, the world's poor countries have followed two 
approaches to development since the 1950s. One of 
these approaches—far more popular than the 
other—deliberately rejected orthodox microeco- 
nomics, said that prices did not matter much, and 
concentrated on the state's role in releasing a vari- 
ety of macroeconomic brakes on growth. The other 
left the brakes to release themselves and gave prices 
(especially world prices) a much bigger say in the 
allocation of resources. After three decades the ex- 
perience of these countries answers the question. 
History chooses the invisible hand. 

On the whole, the countries that have grown 
fastest kept inflation under control by pursuing pru- 


dent (that is, unambitious) monetary and fiscal poli- 
cies; they promoted exports mainly by refraining 
from discriminating against exporters; they left 
their economies open to foreign competition, which 
spurred internal efficiency; they left their domestic 
price systems largely intact, instead of supplanting 
them with marketing boards and other state 
monopolies; they allowed their financial systems to 
provide adequate returns to savers; and they gave 
the private sector a big role in deciding where those 


savings should be used. 
Less but better 


To sum up, the successful countries had govern- 
ments that supported private enterprise—not as 
managers but as facilitators. They promoted enter- 
prise mainly in the sense that they did not go out of 
their way to undermine it. When governments fos- 
ter a pro-business culture in this way, an area of the 
economy is gradually carved out as business terri- 
tory. Relations between government and business 
come to be governed by stable rules. Enterprise is 
secure enough to invest and grow. 

This division of labour between business and 
politics often seems to have been a precondition for 
rapid private-sector growth. Europe began to grow 
quickly only after its business classes, by the early 
eighteenth century, had won the autonomy that to- 
day is taken quite for granted. It never occurs to 
modern industrial-country businessmen that their 
property might be arbitrarily seized by the state, 
that the government might grant a monopoly to a 
competitor run by a chum of the president, or that 
taxes might, for no apparent reason, be slapped on 
some industries and not others. In many developing 
countries, such use of power is common. 
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Governments use their power not just arbi- 
trarily but incompetently. It can hardly be surpris- 
ing that in developing countries imperfect markets 
work better than imperfect governments. Markets 
there are hampered, it is true, by weak infrastruc- 
ture and other difficulties. But government is itself 
much weaker in the third world—in other words, 
much more imperfect than the markets are. In most 
poor countries the administrative capacity to inter- 
vene in the clever ways that grand development 
blueprints require is simply not there. Even if it 
were, the blueprints would fail. Russia and India 
have smart bureaucracies staffed by educated elites, 

Government has several vital jobs to do, and no 
spare resources to waste on other things. The cost of 
an effective legal system is public money very well 
spent. This means rules that define property rights, 
contracts, limited liability, bankruptcy and so on 
(which most developing countries already have); it 
also means enforcing those rules impartially (which 
fewer manage to do). Spending on infrastructure, 
education and health services will also pay, though 
stricter tests of efficiency than at present are 
needed, and none of these tasks requires the state to 
be a monopolist. Elsewhere, governments would be 
doing their economies a favour if they just did less. 


Miracles waiting to happen 


Politicians and bureaucrats usually profit from the 
harm they do, at one extreme by wrecking the econ- 
omy in return for kickbacks, at the other by merely 
collecting a salary for doing no useful work. But 
since they do gain in one way or another, is it not 
absurd to expect them to show willing restraint? 

Yes, it is. Governments never volunteer to do 
the right thing unless it suits them. In their different 
ways, Mexico, Chile, Bolivia and Ghana—not to 
mention Russia and China—show that the spur to 
reform in highly controlled economies is economic 
failure on such a scale that it crushes, or threatens to 
crush, the power of the state. In such cases, 
“liberalisation” may paradoxically help the govern- 
ment to regain its grip. Provided it does not go too 
far, reform becomes a matter of political self-inter- 
est. The danger, of course, is that reform then stops 
as soon as the state feels secure again, or if, as in 
China, reform seems about to run away. 

In democracies, people have the means to keep 
their rulers in check. Even so, as India and the dem- 
ocratic parts of Latin America show, this can be an 
uphill struggle. In non-democracies, the political 
odds against far-reaching reform are stacked all the 
higher. So although the attitudes of developing- 
country governments do seem to be changing, it re- 
mains to be seen how far this change will go and 
whether it will last. 

If the reformers of Africa and Latin America 
stay the course, their countries will prosper. Unlike 
the dragons, these will be hard to dismiss as "special 
cases". All but the most entrenched of the non-re- 
formers may then begin to feel the breeze of political 
necessity. Where reform has recently begun, the 
benefits are already starting to appear. Even in 
Africa—where politicians have insisted for so long 
that orthodox economics would not work, and 
where lasting growth would be impossible without 
an entirely new model of development—the lessons 
seem to be sinking in. Today many African officials 





talk of the failures of the state and of the region's 
need for a thriving private sector with a frankness 
that would have been unimaginable ten years ago. 

Others show less willingness to change. The 
development academics who have built their careers 
on the idea that ordinary economics is not good 
enough for the third world are still telling the Tan- 
zanias that they have nothing to learn from the Tai- 
wans. The world's poor people do not need academ- 
ics and politicians in the industrial countries to 
apologise for past colonial wickedness or to supply 
their governments with excuses for economic fail- 
ure. Nor do they need protestations of goodwill. 
Free access to northern markets and global macro- 
economic stability would be a lot more use. 

Beyond that, everything depends on their own 
governments. The political resistance to change can 
be great even where governments are themselves 
fully convinced of its merits, and a great many are 
not. [n some countries, no doubt, this resistance will 
in the end be too great. Such countries will be left 


behind. Where governments climb, or are forced, - 


off the backs of their peoples, the future is far 
brighter. So much so that in 20 years some of to- 
day's struggling and reluctant reformers will look 
back gratefully on the misery of this past decade, 
and date their economic miracles from it. 





Let him grow 
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Banco Safra SA 


Consolidated Statement of Condition 
(In Thousands) 





June 30, 1989 




















Liabilities and 
Assets . 3 US$ NCz$ Stockholders' Equity US$ 
Cash and due from banks................... 35425 53810 Deposits: 
> Interest bearing deposits in banks ...... 431.435 ^ 655.350 Non interest-bearing ...................- 12.109 
Federal funds sold and securities interest-bearing 
; purchased underresaleagreements ^ 743.654 1.129.610 Total deposits 
Investment securities -nio 212.558 322.876 Federal funds purchased and securities 
Loans and lease finance receivables... 1.288.538 1.957.289 sold under repurchase agreements 
Allowance for credit losses... (50.339) (76.465) Other borrowed funds... 
Net loans and lease receivables. 1.238.199 1.880.824 Other liabilities... 
Total liabilities -aeren 
Premises and equipment, net 40.550 61.596 Minority interest........ eects 
Other assets eee cette 283.196 _ 430.175 Stockholders' equity 
Capital stock... 62:541 


Capital stock reserve... 

Retained earnings... 

Total stockholders' equity .............. 

Db Total Liabilities and 
Total Assets sss 2.985.017 4.534.241 Stockholders’ Equity...............- S 























Consolidated Summary of Results 
(In Thousands) 


Semester Ended 
June 30, 1989 


US$ NCz$ 


Earnings before income tax -e 73.355 111.427 
Iricome tA. coche ole ete ed (35.560) (54.018) 
Consolidated Net Earnings ......................- 37795 | 857411 
Minority interest... 855 1.299 
Controlling interest... 36940 56112 


Consolidated Net Earnings ....................... 


US$ 1.00 = NCz$ 1,52 






Head Office: Av. Paulista, 2.100 - Sáo Paulo, Brazil 
Safra National Bank of New York: 1114 Avenue of the Americas, New York, USA 
Banco Safra (Bahamas) Ltd.: Beaumont House, Bay Street, Nassau, Bahamas 

Grand Cayman Branch: Albert Panton Street, Georgetown, Cayman Is sland 





YOUR NEW BASE FOR WORLD MARKETS 


Dubai's Jebel Ali Free Zone has now made it easy m No personal income taxes 
for international companies to set up trading and 
industrial bases in the Middle East 


® No import duties/export taxes 


m No sponsorship restrictions 
Corporations such as Black & Decker, Caltex, 


McDermott, Mitsubishi Motors, Shell. Sony and m Unlimited cheap energy 

Union Carbide have already taken advantage of these With superb facilities including an extensive 

exciting trade freedoms and benefits unique to Jebel Ali infrastructure, state-of-the-art communications 

Just look at these advantages. accommodation, hotels, hospitals, security and every 
: modern amenity, this 100 Sq. km business opportunity 
= 100% foreign Ownership IS your new frontier for world markets 

m Unlimited transfer of profit and capital 


= No corporate taxes for a minimum of 15 years To find out about these freedoms contact 


Jebel Ali Free 


Zone Authority 


THE PRIDE OF DUBAI 
Marketing Dept, No, Q8, P.O. Box 3258, Dubai Tel: QB4-56578. Telex: 47398 PAJA EM, Fax: 084-56093 











-| Outspoken 


Labour leader Neil Kinnock 

reacted sharply to a suggestion 

.| by Bryan Gould, his trade 

- | and industry spokesman, that 

. shareholders in the privatised 
utilities might not be paid div- 
idends under a future Labour 
government; Mr Kinnock as- 

. serted next day that dividends 

| would be payable “as in any 

. goncern that has share owner- 


| ship". Silly Mr Gould. 
‘F Mrs Thatcher flew off to To- 


kyo, after a television inter- 

| view that should have alerted 
her Japanese hosts to the 
handbag coming. “I have tack- 
led four prime ministers on 
this and I will tackle them 
again,” she said, warming up 
for a chat about reciprocity in 
the financial markets. 






















| The Audit Commission, the 
body responsible for oversee- 

| ing local-authority finance, 

| said the government should 
stop belittling the role of city 
councils in the business of ur- 
ban regeneration. It blamed a 
hotch-potch of central-gov- 

. ernment initiatives for “pro- 

. gramme overkill within a stra- 
| tegic vacuum”. 


The Greens began their an- 

@ nual party conference in Wol- 
! verhampton with a minute's 
silence to get attuned. 


Innovative 


Roadworks which take 
longer than necessary to com- 
plete will earn the contractors 
a penalty, under proposals is- 
sued by the Department of 





insport 
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Number 0001 of the Sunday 
Correspondent appeared, the 
first new quality Sunday 
newspaper since 1961. Its 
front page scooped the agenda 
for next month's Tory confer- 
ence; but the Independent was 
dull to start with, too. 











Scottish islanders on Islay and 
Jura won Treasury support to 
build a municipal swimming 
pool inside a former whisky 
warehouse. The plumbing may 
link the pool to a nearby dis- 
tillery to help with tempera- 
ture controls. 


Several MPs congratulated a 
Greek court for sentencing 

ten Swansea football fans to 
16 months in jail, one day af- 
ter their arrest for rioting in a 
resort near Athens. "Ten out 
of ten to the Greeks" said for- 
mer sports minister Denis 
Howell. But a Swansea MP said 
it was “junk justice" and a 
fan said the Athens police had 
pocketed all their money. 


| 








Set-backs 


British Rail boss Sir Robert 
Reid and his colleagues made 
a presentation to transport 
secretary Cecil Parkinson, to 
try to persuade him that the 
proposed fast link between 
London and the Channel tun- 
nel is not the commercially vi- 
able project envisaged by the 
government. Long faces all 
round. 


Evidence mounted of collu- 
sion between some security- 
force personnel in Ulster and 
the Protestant terrorist mili- 
tias. The deputy chief consta- 
ble of Cambridgeshire started 
an investigation into the leak- 
age of Royal Ulster Constabu- 
lary files on IRA suspects. 


The government’s campaign 
to reform the health service 
suffered a set-back with the 
sudden death of junior health 
minister (and consultant phy- 


sician) Lord Trafford. 


Environment secretary Chris 
Patten rushed officials over to 
Brussels for last minute talks 
with the European Commis- 
sion about nitrate levels in 
Norfolk’s drinking water. 
Too late: the Commission 
confirmed that it was taking 


Britain to the European court. 


Inexplicable, said Mr Patten. 


| Unexpected 


An oil tanker at anchor off 
the mouth of the Hur 
struck in calm seas.àn. 
lent visibility by another, 





side. But luck, fair weather 
and prompt remedial a 
averted disaster. John Pri 
cott, Labour's transport 
spokesman, blamed cost-ct 
ting in the coastguard serv 


The Kray twins, jailed on | 
sentences for murder since 


The former east London thugs 













































































1969, sued the BBC for libe 


were upset by a news pros“ 
gramme's item about them 


The Rev lan Paisley de- | 
nounced plans by Archbishop 
Runcie to “bow the knee to 
the Roman Anti-Christ” 

and called him both a Judas 
cariot and a Jesuit. The arc 
bishop is to go to Rome 
meet the RAC on October 


A bevy of cabinet ministers 
and Fleet Street editors wer 
in the first night audience: 
a play about a tabloid new: 
per office. Playwright: Jeffre 
Archer, whose last public tan 
gle with the tabloids won h 
£m in court damages. 
Street’s verdicts on his pla 
varied from "bland" and “tur 
gid” to “embarrassingly b 


cos 





From today, anyone going 
down to the woods for a 

teddy bear’s picnic might be 
in for a big surprise: heavy se- 
curity. A pre-war German 
Steiff teddy sold at Sotheby 
for £55,000. 























Interim Profits Rise Sharply. 


Commenting on the interim results, Sir Francis Tombs, Chairman said: “The results reflect our continued 

drive for improved efficiency and give confidence in our increasing competitiveness. 

We welcome NEI, now part of Rolls-Royce. We are finding synergies in a number of fields and expect to 
take advantage of future opportunities especially in the privatised electricity generating and nuclear industries” 
Dividend 
The directors have declared an interim dividend of 2.3p per ordinary share (1988 2.1p). This will: be 
December 1989 to those shareholders on the register on 20 October 1989, when the number of shares 
ill be 962 million (1988 801 million). 





UNAUDITED GROUP PROFIT AND LOSS ACCOUNT ter ine haiiyear to 30 June, 1989 























Half-yearto — 24 weeks to Year to NOTES Hall-year to M weeks to. Year tà. 
M June 18 June 31 December 30 June 18 June 3 December 
1989 1988 1988 1989 1988 1988 
Notes Unaudited Unaudited Audited 
fm im im 1. Turnover im % £m 9o £m 3 
E 85 BEALS Aero Gas Turbines 9547 75 167 86 1682 85 
168 148 333 Power Engineering 216 19 2 12 250 13 
en en (9 General Engineering & 6 o i4 2 u, 2 
94 1 184 1424 — 100 893 100 1973 100 
md 6 13 
103 n 197 Operating Profit % on won won 
Q (14) Q9) £m Turnever £m Turnover £m Turnover 
aga Aero Gas Turbines 141 n 136 i8 302 18 
in $3 168 Power Engineering 22 10 n 10 27 iW 
a4) (8) Q2) 

7 General Engineering S$ 8 0 7 4 16 
81 55 146 368 15 148 sU 03i 17 
Q = NEU 
85 55 145 2 The results include seven weeks of NET trading in 1989, from 15 May. 


Q2) {17} (50) 3. As income and expenditure do not accrue evenly throughout the year. the results 
— = for any particular half-year may not be representative of the whole year. 





63 38 95 4. Earnings per ordinary share on the net basis are calculated by dividing the profit 
e attributable to shareholders by the average number of ordinary shares - 842 
million (1988 801 million) in issue during the period. 


101 69) 18.) 5. The comparative figures for the year to 31 December 1988 have been abridged fromthe 
Hip P GP Groups accounts for that year, which received an unqualified auditor report and 
10.39 8.6p 217p which have been delivered to the Registrar of Companies. 
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Power through performance 


ROLLS-ROYCE pic, 65 BUCKINGHAM GATE, LONDON SWIE 6AT. 
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If the pousing slump continues, the Conservatives should start worrying 


about losing t 


IGH interest rates, declared the prime 
minister in a recent television inter- 
view, are the "lesser of two evils”: they can- 
not be tackled until inflation is brought 
down. But high mortgages, tumbling house- 
prices and stagnant turnover in the housing 
market could carry heavy political conse- 
quences in their wake. While the nation rev- 
els in schadenfreude at the sad plight of its 
estate agents, a generation of new home- 
owners faces a glum future. 
Two-thirds of Britain's 22m household- 
ers now own their homes. That is about 3m 
more than in 1979 and many of the new 


owners have borrowed as much as they 


could lay their hands on—to buy assets they 
thought could only appreciate. If mortgaged 


home-owners are still on the rack when the 
next general election is called in 1991 or 


1992, the Tories' share of owner-occupiers' 


votes could well fall short of the 5096 


achieved in 1987. 


Home-owners have two main reasons to 
worry. The first is that mortgage repayments 
pre-empt an unusually large chunk of dis- 
posable income. Mr Gordon Brown, the La- 
bour party's brightest economic star, has 
been pointing out that average repayments 
on new mortgages are now 40% of average 


take-home pay; in 1978 they were 23%. 


First-time buyers are now more stretched 
than at any time since the peak of the early 
1970s housing boom (see graph). Many re- 
cent buyers have had to struggle to afford a 
house at all, after six consecutive years in 
which prices have risen faster than earnings. 
The unusually stiff rise in the mortgage rate 
between April 1988 and January 1989 has 
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e votes of disillusioned home-owners 


hit them hard. 

The second worry for owner-occupiers 
is the falling value of their property. In the 
south, where the preceding boom lasted 
longest, prices have fallen by 10-2096 since 
their peak in summer 1988. In some north- 
ern areas, where rapid house-price inflation 
started only in 1987, it continued until early 
this year. Prices levelled off in the summer. 
Housing-market optimists reckon that, with 
rising real earnings, the shock of the inter- 
est-rate rise will soon wear off and house 
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prices will recover. They are starting ! 
outnumbered by pessimists, who poi 
that an unprecedented number of ov 
occupiers are now people on middle oi 
incomes. They warn that mortgage le 
may bring a spate of foreclosures this 
Pessimists also argue that the rise ir 
number of house-hungry young famili 
petering out. 
Will a sustained fall in house prices 
the Tories votes? In theory, lower p 
should benefit prospective first-time bus 
and people hoping to “trade up”, at th 
pense of people retiring to cheaper ho 
moving abroad or inheriting a family h 






















practice, all home-owners seem to feel 
pier if their houses are gaining value. 

Should house prices fall sharply, the 
t vulnerable will be those who stretched 
selves to buy in the southern half of the 
ntry during the expensive spring and 
mer of 1988, taking it for granted that 
es would rise further. This relatively 
ll group of purchasers, roughly “2m- 
ng, now have houses worth less than 
! paid for them. Worst hit are first-time 
‘who owe more than the value of their 













single concentration of Tory 
ls, both the proportion of first-time 
in 1988 and the scale of the 1983-88 
rise were below the national average. 
he west midlands, there were also rela- 
ly few first-time buyers, but prices have 
aster than average, especially in the 
ar of the boom. In Nuneaton and 
k, small towns with marginal seats, 
srice of a semi-detached house rose no 
han 4096 between 1987 and 1988. 
outer London, the area of the south 
there are the most marginal seats, 
of first-time buyers have bought at in- 
es; In Lewisham, a borough with 
ry marginals, 6796 of 1988 purchas- 
ere buying for the first time. The price 
average terraced house was 2!^ times 
her than in 1983. In other southern 
inals, like Thurrock in Essex, the pic- 
is similar. Lewisham and Thurrock are 
es Without particular attraction where 
e prices have been swept along with the 
market; in the present buyer’s market, 
are the kind of places where prices 
drop most sharply. 
Nobody can be sure of the extent to 
h all this will translate into switched 
. But the precedent of the policy of sell- 
uncil houses may be instructive. Its di- 
impact on votes was impossible to quan- 
Most council tenants who bought their 
mes were already Tory voters, and the 
[were no more likely to change their vote 
han people who did not buy. The policy, 
ugh, was popular, and may have left vot- 
enerally feeling happy about the gov- 
ment's handling of the economy. By the 
token, voters who are not affected by 
irmoil in the property market may still 
as a bell-wether of economic manage- 
_ In the 1960s voters judged a govern- 
s economic record by the balance of 
ents; in the 1970s, by inflation; in the 
y 1980s, by unemployment. In the 
1e-ownirig nation of the 1990s, the test 
uld well be the mortgage rate. 
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Unreal encounters 


EVERAL hundred of London's 
yuppie species (natural habitat: the 
City) gathered for an innovative fund- 
raising party at London Zoo last week. 
The predators of many a bank's trading 
floor came along in full evening dress to 
meet the real thing, on a balmy night un- 
der a full moon. 

Many had a seriously good time. La- 
dies in fuchsia pink silk dresses were pho- 
tographed in style astride a bronze statue 
of Guy the Gorilla. An appreciative 
crowd of investment bankers gathered in 
front of the sharks' aquarium to hear a 
200 keeper explain that, yes, sharks had 
had a bad press considering the crucial 
role they play in the scheme of things. 
Another keeper sported an eight-foot py- 
thon round her waist, attracting a good 
crowd; boa constrictors avoid unseemly 
struggles, she said, by tightening their 
grip as the prey takes a breath. Corpo- 
rate lawyers nodded sympathetically. 















































The animals themselves were harder 
to impress. Chimpanzees  snored 
through the party, untroubled by the 
smell of barbecued hamburgers and a 
chorus of wise-cracking bond salesmen. 
And in the aquarium, even a disco with 
flashing lights evoked no response from 
the electric eels and hawksbill turtles 
drifting peacefully in their tanks. 

Ungrateful beasts. The night was 
sponsored by. eight big City institutions 
and raised about £20,000 for the zoo, 
launching a two-year campaign (chair- 
man: Sir Gordon White, of Hanson plc) 
to raise £6m. With fresh management, a 
new operating structure and a £10m | 
grant from the government, the zoo's | 
prospects have brightened considerably | 
over the past 12 months. But now it | 
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wants to expand across ten more acres of 
central London’s Regent’s Park. It will 
certainly need friends in high places to 
get permission for that. 












Trade figures 


Moment of truth 







If ten years of Thatcher government have strengthened Britain’s economy, 


export growth should prove it 


Qi TUESDAY September 26th, at 
11.30am, all eyes in the City will be 
glued to the VDU screens, waiting for the 
August trade figures to flash up. But the 
message they bear will be more than just an 
immediate cue to buy sterling or sell. For the 
next trade figures and those that follow soon 
after will be a test of the extent to which ten 
years of Conservative government have 
brought about an economic miracle. 

Exporters face better conditions 
than usual. Domestic demand is now 
weakening. At the same time, capac- 
ity constraints are being eased as the 
heavy capital investment made since 
the mid-1980s comes on stream. 
Overseas, demand is still rampant in 
many markets—and sterling has 
dropped from the peaks seen earlier 
this year. All that is needed for exports to 
boom is flexible and efficient management, 
of exactly the kind that the government 
claims to have been encouraging for much 
of the past ten years. 

On the face of it, prospects for the bal- 
ance of payments look bleak. Last month's 
figures were a nasty shock. Britain had its 
second-biggest current-account deficit ever 
in July (£2.1 billion), to give an annualised 
deficit in the first seven months of this year 
of £20 billion (4% of cpp). That is much 








worse than the deficit of £14.5 billion for 
the whole year, forecast by Mr Nigel 
Lawson, the chancellor of the exchequer, in 
his March budget. 

Nobody can be sure how far these fig- 
ures were affected by the summer’s dock 
strike. But look behind them at the good 
news. Underlying trends in the volume ofi 
trade have already started to improve. In the 
three months to July 
the volume of non-oil 
exports was 9% higher 


Now for exports 
19852100 
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than a year ago, while imports were up 8%. 
(In 1988, by contrast, exports rose only 4%, 
imports 14%.) Better still, the volume of 
manufactured exports (excluding "erratics" 
such as ships and aircraft) for the three 
months to July was 6% ahead of the preced- 
ing three months—representing an annual 
growth rate of 25% and twice that evident in 
the import figures. This ties in with evidence 
that, although demand has flattened, output 
is holding up well. Manufacturing produc- 
tion was 4.7% higher in the three months to 
July than a year earlier. 

This underlying improvement in non- 
oil trade has been masked by the collapse of 
oil prices and the shrinking of the surplus 
on trade in invisibles as net investment in- 
come has dwindled. The surplus on 
invisibles in the second quarter has just 
been revised down to under £1 billion—half 
the quarterly average of two years ago. 

How much of a miracle will it be, if Brit- 

h industry does succeed in a big increase in 
exports? The chart (compiled by Goldman 
Sachs, an American investment bank) 
shows the close relationship between price 
competitiveness, as measured by the price of 
British exports relative to the price of for- 
eign goods, and the ratio of import volume 
to export volume. (The deterioration in the 
trade balance in the past two years has been 
even sharper than the fall-off in price com- 
petitiveness might have suggested, because 
of the boom in Britain's domestic demand 
and imports.) 

Although British exporters are more 
competitive than in the early 1980s, they are 
about 2096 less competitive than in the 
1960s and 1970s. The 796 fall in sterling's 
trade-weighted exchange rate since Febru- 
ary, taking it close to its average rate for 
1986-87, has apparently done little to re- 
verse the position. This is at least partly the 
result of the faster rate of increase in Brit- 
"s labour costs, which have not been ab- 

sorbed in narrower producer margins but 
have fed through to higher prices. In the 
past two years Britain's unit labour costs 
have risen by 696, while in America, Japan, 
West Germany and France, costs have been 
flat or falling. 

Some commentators believe that only a 
big fall in the pound can redress the balance- 
of-payments deficit. For example, Goldman 
Sachs' economics team reckon that to elimi- 
nate Britain's current-account deficit by 
1993, not only would the growth rate have 
to be at least 196 lower than in other indus- 
trial countries, but sterling's real exchange 
rate would need to fall by 1596. That second 
option is not open to the government, as 
long as its priority is to tame inflation. If ex- 
porters are to beat international compe- 
tition, their weapons will have to be massive 
productivity gains, falling unit wage costs 
and lower prices. Can they deploy them? 
Wait and see. 


Demographic trends 


Rural rush 


The move from the cities to the countryside has accelerated in the |. 
1980s and is forcing embarrassing decisions upon the government 


HE call of the wild is stirring the breasts 

of the British: from Hartlepool to 
Hampstead they are leaving town for a leafy 
dream. The urban-rural shift, as geogra- 
phers prefer to call it, has been going on for 
decades, but until recently it appeared to 
have peaked in the mid-1970s. From then 
until the mid-1980s, the cities lost fewer and 
the countryside gained fewer. People began 
to wonder if the cities were coming back 
into their own. 

It now looks as though the slowdown 
was merely the effect of recession. Less 
growth means fewer new jobs, which means 
less movement. When the economy picked 
up again, people packed their bags once 
more. The shift is now back to peak speed. 

Patterns are different, though. Lon- 
don's population, which fell fast in the 
1960s and 1970s, is now just about static. 
Londoners are still moving out, but the 
south is growing at the expense of the north. 
The arrival of northerners, along with an in- 















flux of foreigners to staff the growth in the 
City's foreign business, roughly matches the - 
outflow from London. | 

The 1970s' fashion for renouncing civi- 
lisation for a windswept cottage on the fai 
edges of the British Isles seems to have 
faded. But, as Mr Tony Champion, a geog 
rapher at Newcastle University, points out, - 
half-way areas—farther than Surbiton but 
not as far as Skye—are filling up. Suffolk, 
Norfolk, Dorset and Somerset, which did - 
not benefit (or suffer, perhaps) from the ear 
lier rural boom, are now choice locations. 
Bits of the northern countryside in Shrop- 
shire, Cumbria and North Yorkshire ai 
booming too. 


The same underlying motives have, fora | 
century, pushed people out to the sub- 
urbs—or, if they had the cash, to country: 
estates. Land is class. People want space, 
birdsong, wild strawberries and the whole 
half-real, half-fantasy package that makes up 
the idyll. Western Europeans are all leaving - 











Lessons abroad 


FROM OUR TOKYO CORRESPONDENT 


HE mothers are fair-haired and 

dressed by Laura Ashley. They wait 
by their Honda hatch-backs in the quiet 
street under an autumnal sun. The chil- 
dren, when they appear, are wearing uni- 
forms unmistakably from Peter Jones. It 
might be the going-home scene outside 
any middle-class private school in the 
land. But stay! Could little Johnny be 
munching a rice-ball? 

He could. For this is Shibuya, not 
Sloane Street: and the portal is that of 
the British School in Tokyo, where Mrs 
Thatcher dropped in on September 21st 
to cheer on another great British export 
to Japan. 

After opening its doors a week ago in 
an annexe of a local girls’ high school, 
the school is already doing more promis- 
ingly than Jaguar Japan. Its three classes 
of children aged from four to six have a 
total of almost 70 names on the roll. 
Only 60% are true Brits. Some are "com- 
monwealth” and others are even Japa- 
nese, the offspring of parents who have 
lived abroad or who just fancy putting 
their children through a system less fre- 
netic than Japan’s own. 

Had Mrs Thatcher asked, the 

Mr Peter 


school’s headmaster, 





















































Just like Finchley 


McGaffin, would have bent her ear a lit- 
tle on the subject of trade. He has fitted 
out the school entirely with supplies 
shipped from England, which cost less 
than buying locally. But the London de- 
partment store that supplied uniforms 
inexplicably ran out of white shirts in 
midsummer. And despite months of no- 
tice, the English textbooks were still en 
route when the school opened. “In fu- 
ture,” says Mr McGaffin drily, “T'Il beor- 
dering nothing from Britain unless I have 
to." Another bastion of Japanese protec- 
tionism? 
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; but Britain, the first urbanised 
ion, is the most anti-urbs and the 
ost afflicted by rural romance. 
Pensioners, no longer tied to 
bs, have been moving out for de- 
ades—often back to the places they 
ame from 40 or 50 years earlier. 
eir effect on the national pattern is 
pening as Britain’s population 
es—hence, in part, the especially 
id growth of "resort and retire- 
nt areas” (see chart below). 

The workers’ flight has become 
asier in the 1980s. Motorways and 
trains have enlarged commuter 
Its, so that London's workers now 
mmonly come from Dorset and 
colnshire, and —Birmingham's 
m Shropshire and Wales. 

e long-heralded electronic cot- 
may also be helping workers who 
-to live far from work. Geogra- 
have not yet quantified the fax 
, but everybody knows some- 
ho gets away with three days a 
n the office because they can 
e. or command by computer on 
other days. Such people may put 
with the travelling to spend most 
e week among the rose-bushes. 
The growth of financial services, com- 
ith electronics, also helps push jobs 
the big cities. Companies increasingly 
themselves between head-office and 
ffice: the first stays in the smart City 
g, the second can go anywhere. Sea- 
wns, with their bracing air, cheap 
using. and plentiful staff, are favoured 











































try-based jobs also seem to have in- 
T in the past five years. Mr David 
:of Cambridge University has 
pi A the changes in high-technology em- 
ment and found the fastest growth not 
n predictable Cambridgeshire but also 
Devon, Shropshire, Norfolk, Cumbria 
| the Borders. Ten of Britain's 20 most 
al counties made it into his fastest-grow- 
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ing hi-tech industry list, but not one of the 
metropolitan counties. 


Manufacturing industry, says Mr 
Keeble, was tied to raw materials and trans- 
port: its location was determined by coal, 
iron, clay, a canal or a port. Knowledge- 
based industry, by contrast, is relatively 
footloose. Its only raw material is high-class 
staff. In electronics, while total employment 
fell by 2096 in 1978-87, employment of sci- 
entists and engineers rose by 8096. Compa- 
nies must therefore go to where that sort of 
person wants to live. Britain does not have a 
California to offer; its scientists make do 
with Cambridge, the Lake District, the Nor- 
folk Broads, Wales. 

Mr John Herington, a geography lec- 
turer at Loughborough University and au- 
thor of "The Outer City", suggests that 
those who leave town tend to be managers 
and professionals who want a bigger house 
and more acres to stroll in—the entrepre- 
neurial type. Commuting helps to drive 
them out: they get fed up with pretending to 
be sardines morning and night, he argues, 
and start their own companies. 

Changes in farming methods have freed 
agricultural buildings for companies looking 
for space. In the past couple of years, farm- 
ers hit by shrinking farm subsidies have 
been looking for other ways of making 
money. They are turning to horseyculture, 
zoos, commercial pheasant-shooting—all 
more labour-intensive than arable farming. 


The violent house-price movements in 
the mid-1980s helped shift people out of the 


towns. Prices shot up in the cities before the - 


countryside, so for a couple of years a Lon- 
don house that used to be worth two Wilt- 





Source: Office of Population Censuses and Surveys 


shire cottages was worth three. Pen- 
sioners and the town-weary hurried 
to make the swap and bank the 
difference. 

Thanks to Britain's planning 
regulations, much of the demand for 
country houses translates into-higher 
prices, not into a population shift. 
The rocketing price of cottages in 
popular places has shrunk the differ- 
ence between town and country. Dis- 
appointed town-dwellers find that 
they can no longer swap their ter- 
raced home for rolling acres, but will 
be lucky if they end up with the same 
space in their chosen idyll. 

The ‘children of villagers fre- 
quently find themselves priced out of 
the house market. In the past, they 
might well have been. housed in the 
little. clump of 1950s council houses 
on the edge of the village; but thosq 
have mostly been sold off. The coun- 
tryside's council houses, being on the 
whole more attractive than city tower 
blocks, were snapped up faster. 

In some villages. the bourgeois 
have driven out the workers who 
used to do their chores. Such areas 
are now catered for by companies in local 
towns who ship dailies, gardeners and r nan- 
nies to the countryside. 

The government has started: to re-in- 
vent rural council housing. On.top of the 
large grants that housing associations can 
get, the Department of the Environment 
has announced a relaxation of planning per- 
mission for housing-association building 
projects for low-cost renting to locals. 

If the overall supply of houses rose, of 
course, prices would come down without 
subsidy. The government would like that to 
happen but has often found its wishes 
thwarted by its own supporters: rural Tories 
do not like new housing estates. > 

Most of the new houses built so far have 
been tagged onto existing villages or 
squeezed into the spaces between old cot- 
tages. But the government reckons another 
700,000 new houses will be needed in the 
south-east by 2000. A plethora of “new set- 
tlements" —the private-sector equivalent of 
the “new towns” like Harlow that took 
town-dwellers out of the smoke in the 1940s- 
1960s—are now awaiting approval. 

New towns are poisonous political meat: 
the market demands them while Tories ab- 
hor them. Just before he left the environ- 
ment department, Mr Nicholas Ridley re- 
jected one for 6,000 houses at Stone Bassett 
in Oxfordshire, and suggested he would ap- 
prove one for 4,500 at Foxley Wood in 
Hampshire. The 100-or-so Tory backbench- 
ers opposed to the development helped 
push him out of the job. Lucky Mr Chris 
Patten, his. successor; now has to take the 
final decision. 
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“trusteeship”’. Just as, in the early 1980s, — , 


Getting the Green light 


EASING the Green party will give 

Britain's press plenty of innocent 
amusement this weekend. The agenda for 
its annual conference in Wolverhampton 
is packed with motions calling for better 
protection for gypsies and the release of 
circus animals to the wild, as well as a 
plaintive note from the party secretary 
about the inadequacies of a budget of 
£100 for six months. Most journalists 
have enough jokes to make up for all the 
longeurs of the other party conferences. 

The Green party is a victim of satire, 
though, only because it has been a suc- 
cess. Its 15% of the vote in the June elec- 
tions for the European parliament—more 
than the share of the spp or the Demo- 
crats—is the most important single influ- 
ence on the conferences the conventional 
parties are holding. Public-opinion-poll 
evidence suggests that, while roughly half 
that 15% came from voters who will stay 
with the Greens, the rest came in broadly 
equal shares from the centre parties, La- 
bour and Tories. So each party has rea- 
sons to chase the Green vote. 

The centre parties know that the 
Greens have broken through for precisely 
the reason that the spp and Democrats 
have failed: everybody thinks they know 
what the Greens stand for, while most 
people have not the foggiest idea what the 
centre parties believe. The Greens have 
benefited from instant branding—with an 
image remarkably like that of the erst- 
while Liberals. Of “grey” politicians, Mr 
Paddy Ashdown, leader of the sLD, is the 
one moderate Greens most admire. 

The Labour party has a more subtle 
case for chasing the Greens. Work by 
MORI suggests that the Greens appear on 
the voter’s mental map somewhere to the 
left of the Labour party: caring, worrying 
about the needy, backing unilateral nu- 
clear disarmament. Some of those who 
voted Green in June were the hard left, 
irritated by Labour’s rightward drift. La- 
bour needs to shed its loony left to the 
Greens, while grabbing the Greens’ most 
electorally attractive attributes. 

Labour has therefore been dusting 
down its environmental policies and 
repackaging them for its policy review. A 
thoughtful paper by Mr Bryan Gould, its 
trade and industry spokesman, recently 
pointed to ways in which Labour might 
put a distinctive mark on greenery. It is 
the party of state intervention, used to 
seeing the state as a tool for social change 
and raising standards. The party can hap- 
pily back public transport, tougher plan- 
ning controls, and more cash for local au- 
thorities, the main instruments of much 


environmental policy. The party is also 
developing the idea that environmental 
policies can be job-creating. 


Beauty and Burke 

But the main source of new green ideas is 
the Tory party. This is thanks, in part, to 
the way that Mrs Thatcher put the envi- 
ronment on the agenda last year. But it is 
also thanks to Mr Nicholas Ridley, who 
was moved from the Department of the 
Environment in July on the grounds that 
his laconic, cigarette-puffing approach 
looked wrong for the part. His successor, 
Mr Chris Patten, is struggling to be 


Patten, trusty trustee 


Beauty after the Beast; but he has cause to 
be grateful for Mr Ridley's rigorous intel- 
lectual approach to the environment. ' 

Mr Ridley developed three principles 
which will be the core of Tory environ- 
mental policy. First, being clean costs 
money. If voters want water which meets 
EC standards, they must pay for it. Sec- 
ond, the state is not good at regulating 
public-sector bodies. Forcing water au- 
thorities to meet high standards will be 
easier when they are privatised. And 
third, market forces can be harnessed to 
clean up the environment. To make that 
last point, Mr Ridley engaged Mr David 
Pearce, an economics professor, whose re- 
port discussed ways in which taxes and 
charges could be used to make companies 
and people behave in greener ways. 

Mr Patten will develop the report’s 
theme in his speech to the party confer- 
ence next month. He will also build on an 
idea derived from Edmund Burke and 
popular with the prime minister: that of 


the Conservatives cut public borrowing 


because it was wrong to foist the bill for 


current spending on to posterity, so 


will now stop the bill for environmental | 
damage being dumped on posterity. Just — 


as the government has a moral role as 


trustee for sound money, so it has a simi- | 


lar task as guardian of the environment. 

Burke apart, Mr Patten’s immediate 
task is to introduce the unpopular poll tax 
without running down too much of his 
considerable stock of good will with the 
party and the prime minister. He also has 
to avoid becoming buried in the minutiae 
of planning cases—which, for many To- 
ries, are what greenery is mainly about— 
and to reduce the formidable number of 
battles, on everything from dog muck to 
football hooligans, in which his huge de- 
partment is embroiled. He will spend 
more time in Brussels, talking to fellow 
environment ministers. 


The "green" bill—a motley mixture of | 


legislation on toxic waste, genetic engi- 
neering and litter—will be presented, in 


this parliamentary session, as only a first | 


step. It will be followed by a search for 
ways to put Pearce into practice. All par- 
ties will be wary of threatening "green" 
taxes. Labour worries about their effects 
on the poor, the Tories about their effects 
on inflation. Both know that higher pet- 
rol taxes, however "green", would be as 
unpopular as higher mortgage rates. 
Instead, the environment department 
and other parts of Whitehall are 
beavering away on schemes to encourage 
recycling of household waste and looking 
at marketable permits—giving, say, the 
electricity industry a tradeable "right" to 
emit a certain amount of polluting gases. 
Charging companies is safer than tax- 
ing people. But taxes may come. Mr John 
Wakeham, the new energy secretary, has 
already begun to talk about higher fossil- 
fuel prices and the need to encourage en- 
ergy conservation. When Mrs Thatcher 
addresses the United Nations general as- 


sembly in November, she may talk about a 


carbon tax to cut emissions of “green- 
house” gases. This autumn, every politi- 
cian who wants to be a world leader will 
invent a scheme to slow global warming. 

Such roads lead, sooner or later, to the 
Treasury. Will it be Mr Patten's ally or 
foe? The Treasury produced an in-house 
version of the Pearce report as a back- 
ground paper to the economic summit in 
Paris. It should love the thought of all the 
new sources of revenue suggested by 
Pearce. If Mr Patten can swing the Trea- 
sury behind him, to support a gradual 
greening of the tax base, then the environ- 
ment will have an influential friend. 
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INTERIM RESULTS 1989 


Profit before taxation 
Profit after taxation 
Earnings per ordinary share 
Interim dividend 


LTRS 


6 months 6 months Increase 
to 30.6.89 to 30.6.88 
(unaudited) (unaudited) 
£000 £000 





32,799 21919 449.69; 
21,742 — 14079 +54.4% 
13.55p  8.56p +58.3% 
425p 385p +10.4% 


Group profits up 49% 


@ Banking - Voted* the best UK merchant 
bank for trade finance. Strong increase in 
specialised banking assignments. 

*(Source: Euromoney Trade Finance, July 1989) 


W Asset Management - Top performance* and 
innovation pushed our award winning Unit 
Trust business to £150 million under manage- 
ment in only 18 months. 

*(Source: What Investment, September 1989) 


W Corporate Finance - Advised on more com- 
pleted bids for UK publicly quoted companies 
in the first half of 1989 than any other mer- 
chant bank. (Source: Mergers & Acquisitions, July 1989) 


B International operations continued to develop 
well with a particularly good performance from 
our South East Asian business and a further 
increase in New York Stock Exchange market 
share from C. J. Lawrence, Morgan Grenfell Inc. 


MORGAN GRENFELL GROUP PLC 


23 Great Winchester Street, London EC2P 2AX Telephone 01-588 4545 Telex 8953511 MG LDN G Fax 01-826 6155 


‘Offices in Edinburgh * Frankfurt am Main * Geneva * Grand Cayman : Guemsey - Hong Kong ` Jersey - Madrid - Milan: Moscow” New York - Paris - San Francisca - Singapore + Sydney «Tokyo 


"To obtain a copy of the Group’ Interim Report for 1989 please write to or telephone the Company Secretary at the above address in London. 
: This advértisement is issued by Morgan Grenfell Group ple and its contents have been approved by Morgan Grenfell & Co, Limited, a member of The Securities Association, 











‘Bad deals 


Derek Alun-Jones, chairman 
of British defence contractor 
Ferranti, said that the com- 

pany may have to raise about 


:$250m to cover a hole in its 


balance sheet, following the 
acquisition two years ago of 
America’s International Signal 
and Control. The secretive Isc 
is alleged to have misrepre- 
sented its accounts. 


Chase Manhattan is setting 
aside $1.3 billion to cover 


d shaky loans—a move that will 
|: wipe out this year's profit. 
' Chase also became the 10th 











firm to quit market-making in 
gilts (British government 
bonds) since Big Bang in 1986. 





A proposed marriage between 
Belgium's biggest bank, 
Générale de Banque, and 


; Holland's Amsterdam Rot- 
` terdam Bank was called off 


after an 18 month engage- 
ment. The pair agreed to stay 
independent and to reduce 
mutual cross-shareholdings. 


Bids and offers 
Dai-Ichi Kangyo, the world' s 


largest bank, paid third-world” 


debt-encumbered Manufac- - 

turers Hanover $1.3 billion 
for its leasing and finance 
company, CIT. DKB will spend 
a further $120m on a 4.9% 
stake in Manny Hanny itself, 
but says it will not increase 
that for ten years. 


Britain's Monopolies and 
Mergers Commission refused 


_to intervene in a $21.3 billion 


| 





BUSINESS THIS WEEK 


bid for tobacco giant B.A.T 
from Sir James Goldsmith and 
friends. 








America's number two car- 
maker, Ford, said it wanted to 
buy 1596 of British luxury car- 
maker Jaguar—the maximum 
currently allowed. Ford is also 
negotiating closer co-opera- 
tion with Sweden's Saab- 
Scania. Jaguar, which was 
privatised in 1984, becomes 
free for takeover in 1991. 


Dodgy debtors... 


Brazil, which owes foreign 
banks and governments $112 
billion, failed to make a $1.6 
billion payment to its commer- 
cial bank creditors. 


Over-indebted Canadian 


| property and stores group, 


Campeau Corporation, was 
rescued by Olympia & York, 
another Canadian property 
company. O&Y also hopes to 
give Campeau an $800m 
bridge loan, provided 
Campeau sells Blooming- 
dale's, a New York depart- 
ment-store chain, and buys 
back 7596 of its junk-bond 
debt at big discounts. 


and stingy lenders 


In its annual report, the 
World Bank said it received 
$4.7 billion more in debt re- 
payments from borrowers 
than it lent to them in the 
year to June 30th. Not all re- 
payers were poor: Romania re- 
paid $1.3 billion early, while 








South Korea and Thailand 
paid back $700m and $300m | 
respectively. 


Close and confident 


The European Commission 
agreed proposals to move the 
EC closet to economic and 
monetary union. It expects fi- 
nance ministers to agree to 
discuss each other’s economic 
and monetary policies in pri- 
vate and recommend improve- 
ments; and central-bank gov- 
ernors to discuss setting up 
monetary and credit targets 
for each member state. 





The American Conference 
Board reckons that consumer 
confidence in America is 
waning, but only slightly. i 





Back from the brink 
Co op, a troubled West Ger- 


man retailer, agreed a re- 
financing deal with its banks. 
The banks will forgive debts of 
$860m (75% of its total) in re- 
turn for a payment of the re- 
maining 25% by the end of 
the month. The retailer will 
close 207 of its 2,200 stores 
and shed 2,500 jobs. 


In the latest round of his bat- 
| tle with the management of 
Japanese car-parts maker 
Koito Manufacturing, 
American corporate raider T. 
| Boone Pickens says he will 


| raise his stake in the company 








from 20% to 26%. The move 





| has won him another shar 


. markets which: 


















holders' general meeting 
his demand for seats. on th: 
board and bigger dividend 
payouts. 


Japan is to cut its much-c 
cised and environmentally 
structive driftnet fishing fl 
in the Pacific from 60 vessels 
to 20 for the coming fishing 
season starting in November 


Embattled entrepreneur Alan 
Bond is still trying to wriggl 
free of his debt problems. In 
complex restructuring of his 
Australian brewing empire 
is to sell half its assets, whi 
include the Castlemaine Xxxx, 
Toohey’s and Swan brewerie 
to a New Zealand brewing-to- 
stores group, Lion Nathan, for 
an unspecified sum. 


Bottom lines 
Dalgety, a British food and 


agribusiness company, ine ` 
creased its pre-tax profit by 
11% to £110m ($189m) for. 
the year to June 30th. It would 
have earned more but for 
weakness of world. commodi 














ptofit at its commoditi 
Gill & Duffus, by 1296. 


Britain's biggest drugs com- 

pany, Glaxo Holdings, - 
boosted its pre-tax profit for- 
the year to June by 21% to jus 
over £1 billion ($1.7 billion). 
Zantac, Glaxo’s anti-ulcer 
drug which is the world's best- 
selling medicine, clocked up 
sales of £1.3 billion. 














INTERIM EARNINGS 
UP 48% 


Half Year ’89 ^ HalfYcar'88 % Change 







Net profit 









3 £294m £199m +48% 

Earnings per share 33.6p 23.5p +43% 
(élydiue) o "E 

Dividend 5.00p 4.25p +17% 


3 | ve Sharply focussed strategy creates world's largest 
| mining company. 


@ Newly acquired BP Minerals assets, net of 
financing, boost earnings by £65 million. 


@ Continued strength in base metals and industrial 
minerals markets. 







NATURAL RESOURCES AND RELATED INDUSTRIES 
zi The full interim statement is being posted to shareholders. For further copies please write to: 
The RTZ Corporation PLC, 1 Redcliff Street, Bristol BS1 6NT. 


THE RTZ CORPORATION PLC, 6 ST. JAMES'S SQUARE, LONDO 
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LONDON, PARIS AND ROME 


The European market will open to Ja 


jf 


1992. Europe's car companies have already begun to jockey for position 


T flag is raised. Europe's carmakers 
are revving up for the race which begins 
when the world's biggest car market opens 
up to the finely tuned Japanese. 

On September 19th, two weeks after 
disclosing that it was discussing “co-opera- 
tion” with the ailing cars division of Swe- 
den's Saab-Scania, Ford tried to get a jump 
on the competition by announcing that it 
would take a 15% stake in Jaguar, Britain’s 
waning privatisation star. According to Mr 
Lindsey Halstead, chairman of Ford of Eu- 
"pe, the reason is that the competition is 
ibout to get so hot that “many smaller car 
companies are going to have to find associa- 
tions". Some bigger carmakers will, too. Al- 
most everyone in Europe's car industry is 
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an's super-efficient carmakers after 


now talking to almost everyone else. 

Ford has been dithering over buying 
Jaguar for almost two years. Under the lux- 
ury carmaker's articles of association, indi- 
vidual shareholdings in the company are 
limited to 1596 until the end of next year. 
Ford hopes to build up a minority stake (and 
probably buy the company later) to enable it 
to exploit Jaguar's classy image. Sir John 
Egan, Jaguar's chairman, wants to keep the 
company independent. 

À carmaker as small as Jaguar, even with 
sleek, $40,000 models aimed at the snobby 
end of the market, has scant chance of sur- 
viving the coming scramble in Europe's car 
market. The European Community's dis- 
mantling of trade barriers after 1992 will 
open up the EC car market, which accounted 
for 9096 of the 13 billion cars sold in West- 
ern Europe last year, to fierce Japanese com- 
petition, whether or not European carmak- 



































ers manage to delay some of the pain 
"transitional" restraints on imports. 
At the same tíme, more flexible tech 
ogies and increasingly fickle consumer 
force Europe's carmakers to mimic thi 
nese to produce a bigger variety of car 
smaller volumes. According to Mr. 
mond Levy, Renault's chairman, “new 
els are being launched at closer interv: 
customer tastes are diversifying”. The 
nese are driving the business that way i 
der to target markets more precisely. 
An immense battle looms. The six 
gest European carmakers (Fiat, Volkswage 
Peugeot, Renault, GM and Ford), joi 
command some 75% of the West Europ: 
market, but none has an individual mà 
share above 15%. Trailing behind is a f 
of medium- and small-sized companies. 
cluding such prestigious names as Daimle 
Benz, BMW, Porsche and Volvo. 
Toyota and Honda have already di 
cided to join Nissan in assembling cars 
Britain. Japanese imports, including ca 
from American transplant factories 
those assembled within the EC, are likely 
take about 18% of the West European m 
ket by 1995 (see chart) compared 
11.396 last year—even with some cont 
ing form of restraint. Some analysts pre 
the Japanese market share could be ew 
higher by 1995, topping 20%. 
In America, where Japanese imports 
ready count for about 2096 of the mar! 
the increasing number of cars pouring ou! 
Japanese-owned transplant factories 
close to taking another 10% of sales. 
Japanese could capture 4096 of Amer: 
car sales within the next few years. Not ev 
many of Europe's biggest carmakers cot 
survive a similar onslaught. But they could 
avoid armageddon if they: : 
e Slash costs. Some domestic American cai 
plants are now building a car in less than 2 
man-hours—not so far behind the Japanese 
average of 17 man-hours. European c& 
ers need an average 37 man-hours to bu 


















































opt flexible manufacturing techniques 
speed up design and development. This 
tarting to happen. Volkswagen’s newly 
uipped plant at Emden near West Germa- 
s Dutch border can rapidly switch from 
ding Passats to Golfs—or any other new 
del—without full retooling. 

sollaborate more skilfully. Joint ventures 
teduce the cost of developing new cars. 
‘ope’s carmakers already team up, often 
ne-off projects to produce, say, an en- 
ae or a transmission. Peugeot, Renault 
| Volvo already share a v6 engine. 

ne final hope: that the European 
arket continues to expand. That 
uld absorb part of the Japanese ad- 
ce. There is potential for growth. 
.EC averages one car for every 2.7 
ple; America, in contrast, averages 
car for every 1.7 people. 

European manufacturers will find some 
rength in the increasing importance of car 
ids—European carmakers have lots of 
ssy ones. The Japanese are having to in- 
their own: Nissan is marketing its new 
ry cars under the "Infiniti" marque in 
erica; Toyota will market its posh cars as 
£xus”” in both America and Europe. With 
s like Mercedes, Audi, Alfa Romeo, 
MW, Europe’s carmakers enjoy an edge 
race for the attention, and loyalty, of 
continent’s most affluent consumers. 
Even if European carmakers are able to 
the challenge posed by Japanese rivals, 


life will be much tougher in the 1990s. One 


reason is that boosting productivity to Japa- 
nese levels risks creating overcapacity, while 
Ford and General Motors, the two Ameri- 
can multinationals manufacturing in Eu- 
rope, are likely to win any productivity race. 
Both have long treated Europe as a single 
market and have learned lots from their 
links with Japanese manufacturers, Mazda 
and Toyota respectively. 

It is hardly suprising, then, that some 
European carmakers are running suffi 
ciently scared to want a "'transitional" quota 
imposed on the Japanese after 1992. They 





claim that will give them yet more time to 
adopt new manufacturing methods, to 
speed up product development and to 
launch more joint ventures. “It is a process 
that is already under way, but it needs time. 
Above all, it means that extra-European 
competition—the Japanese in particular — 
should not upset the marker,” says Mr Um- 
berto Agnelli, Fiat's vice-chairman. 

Fiat is neck and neck with Volkswagen 
as Europe's biggest car-seller, but Fiat de- 
pends on Italian buyers for a disproportion- 
ate two-thirds of its sales. A long-standing 
bilateral agreement limits the Japanese to 


just 3,300 sales a year in Italy. 

France's two big carmakers have much 
the same problem as Fiat, France currently 
allows Japanese carmakers no more than 3% 
of its market. The Peugeot group, which in- 
cludes Citroén, and Renault each depend 
on their home market for just under half 
their sales. Despite this, merging the two 
companies might make sense but such an 
idea is taboo in Paris. Peugeot and Renault 
have different styles—and products. State- 
owned Renault is highly: centralised; pub- 
licly quoted Peugeot more federal. Instead, 
the two French carmakers will probably 
form ‘separate alliances with outsiders 
trying to penetrate the French market. 
Renault is already setting up a joint ven- 
ture with America’s Chrysler to manu- 
facture a Jeep-type vehicle in Europe. 

And yet there may be a limit to how 
far Europe’s carmakers can rely on 
collaboration to save them. Mr Stephen 
Reitman, an analyst with ups Phillips & 
Drew, a stockbroking firm, reckons that, 
apart from any antitrust implications, too 
much collaboration among carmakers can 
quash innovative design and produce indis- 
tinguishable "me-too" vehicles. If that hap- 
pens to an industry once capable of breed- 
ing cars as wildly different as 180-mph 
Ferrari Testarossas and pottering Citroén 
2CVs, then European consumers could in- 
flict even more damage on Europe’s carmak- 
ers than will the Japanese. 



























T are three kinds of lies: lies, 
; damned lies and statistics,” ob- 
tved. Mark Twain. Mr Twain would 
ave had a field day with two lists of the 
orld’s billionaires published annually 
by two American business magazines, 
Forbes and Fortune. It might be assumed 
that, give or take a few names, one list of 
the world’s richest men and women 
hould be pretty much the same as an- 
other: a couple of hundred individuals, 


.. Excluding royalty and dictators, 
there are still 91 individuals and 
.families—worth over $128 bil 
. lion—on Forbes's list of 144 bil- 
lionaires who are not on Fortune's. 
Moreover 34—jointly valued at 

er $50 billion—of Fortune’s list 
of 133 billionaires fail to make the 
grade for.Forbes. 

Britain's buccaneering Sir 
James Goldsmith, Italy's agri- 
| chemical king Raul Gardini, 


billion footnotes needed 


Who wants to be a billionaire? 


Freddy Heineken (whose beer reaches 
unreachable parts), and the American 
wine-making pair of Ernest and Julio 
Gallo are among those acknowledged by 
Fortune, but not Forbes. On the other 
hand... France's Peugeot, Vuitton and 
Schlumberger/Seydoux families; West 
Germany's Max Grundig and the von 
Siemens family; Japan's Hattori family 
and a large collection of less well known 
Japanese “billionaires”: all these are in 
Forbes, but not Fortune. 


HE WORLD'S 
ILEIONATRES 








Forbes claims that its estimates are 
more conservative than its rival’s and de- 
pend on the exact time of calculation. A 
flamboyant American broadcasting mo- 
gul, Jack Kent Cooke, did not make the 
Forbes list because he sold his cable tele- 
vision network for more than the maga- 
zine’s researchers had expected when 
calculating his net worth. Fortune does’ ^ 
not include members of the Medellin 
drug cartel on the grounds that it is *im- 
possible to verify” their assets. Using in- 
formation from America's Drug Enforce- 
ment Agency, reporters in Colombia 
and the Miami police, Forbes includes 

-them on the intriguing grounds 
that they ate of interest to 
businessmen. 

.. The secretive Mars family is a 
hard nut to crack—Forbes reckons 
chocolate bars and dog food have 
made the family worth $5.2 billion, 
while Fortune reckons they are 
worth just a smidgen more at $12.5 
billion. Not all billionaires are dis- 

':c reet: Mr Donald (“The Art of the 
: Deal") Trump called up research- 
ers at Fortune to complain that he 
is worth $5 billion. Fortune is stick- 
ing to its estimate of $1.7 billion. 
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Currency cause and effect 


Countries with high inflation need to keep devaluing their currencies to 


maintain competitiveness. Countries that try to maintain their competi- 
tiveness By devecuog their currencies only end up with even higher 


inflation. Discuss: 

N MANY ways, thé era of floating ex- 

change rates which followed the col- 
lapse of the Bretton Woods system of 
fixed parities proved a profound disap- 
pointment. The very term "floating" con- 
veys the hope of the early 1970s —that un- 
pegged exchange rates would move 
sedately to and fro, keeping the world’s 
economies aligned in competitiveness, 
thus soothing the trade-balance strains 
that had arisen in the previous years. But 
instead of exchange rates that floated, the 
world got exchange rates that jerked, a 
new source of economic disruption in 
their own right. It got something else, too: 
higher inflation and lower growth. 

The Bretton Woods regime collapsed 
with such a fearful crunch that most peo- 
ple still think of it as a failure. Which it 
was: it collapsed with a fearful crunch. But 
apart from that, Mrs Lincoln would say it 
did rather well. In the 1950s and 1960s, 
America grew at 31296 a year, West Ger- 
many at 61296.a year and Japan at 1196 a 
year—and all three did it with an inflation 
rate (measured in terms of wholesale 
prices) of less than 1% a year. Yes, these 
were decades of post-war reconstruction. 
Yes, it is unfair to compare them with the 
1970s and 1980s, which were blighted by 
the oil-price shocks and their aftermath. 
But those years of glitteríng performance 
must still raise a doubt or two about the 
supposed advantages of floating. 

À new and as yet unpublished paper 
by Messrs Ronald McKinnon and David 
Robinson of Stanford University voices 
many such doubts. Under Bretton 
Woods, currencies were pegged and infla- 
tion was low; after it collapsed, the study 
points out, the dollar depreciated against 
the yen and the D-mark, and inflation 
moved higher in America than in Japan 
and West Germany. America’s wholesale 
prices went up by 5.696 a year between 
1973 and 1988, whereas West Germany's 
went up by 3.696 a year and Japan's by 
2.396 a year. This prompts the question: 
did America’s inflation cause the dollar’s 
depreciation (as advocates of floating 
rates would say), or vice versa? 

The pro-floating orthodoxy might ar- 
gue roughly as follows. Inflation is driven 
by demand in the economy, and the main 
engine of demand is monetary policy. 
Loose money boosts demand directly, 
which causes inflation and a current-ac- 


. count deficit, which both cause the dollar 





to depreciate. At the same time, loose 
money means lower interest rates, which 
reduce the overseas demand for dollar as- 
sets, which again causes the dollar to de- 
preciate. So it is the misuse of monetary 
policy (presumably in failed attempts to 
raise output and employment) that causes 
the depreciation. 

Suppose instead that the American 
government pursued dollar devaluation as 
a policy in its own right. The breakdown 
of Bretton Woods was precipitated by 
President Nixon's insistence that a deval- 


Nominal exchange rates š 


Whol 
| 1951-100 





uation was needed to deal with America's 
emerging trade deficit. By the early 1970s 
most economists agreed on that. 

The Carter administration turned 
devaluationist in 1977. Mr Carter's Trea- 
sury Secretary, Mr Michael Blumenthal, 
provoked a two-year run on the dollar by 
announcing that it was overvalued. At the 
time it was roughly in line with purchas- 
ing-power parity (the exchange rate that 
equalises prices in different countries). 

President Reagan's Treasury Secre- 
tary, Mr James Baker, began talking the 
dollar down at the famous meeting in the 
Plaza Hotel in September 1985. By the 
time of the Louvre accord of February 
1987, the currency was again undervalued 
against its PPP. As trade worries mounted 
that year, Mr Baker blew hot and cold 
about the need to prop it up. In the 


months before Black Monday, private in 
flows of capital to the United States dried 
up. Before long the dollar fell again’... 
So it is entirely plausible to put the de- 
sire for dollar devaluation at the start o 
the process, not at the end. To mak 
desire a reality, however, financía 
kets still need to be convinced tha 
tary policy will eventually ease sc 
commodate the fall in the curren 
devaluation then causes prices to 
directly, by raising the price of imp 
and the goods that compete with them 
American markets, and (b) indirectly 
forcing the Federal Reserve to expand t 
money supply in order to sustain the d 
valuation. This second channel, argui 
Messrs McKinnon and Robinson, h 
been at work this year. In the spring tl 
Fed responded to inflationary pressure 
tightening its monetary policy; but wh 
this caused the dollar to rise, the admin: 
tration told Mr Greenspan to ease up. 
If devaluation causes inflation; and ni 
the other way round, something else 
lows: devaluation cannot be much 
means of restoring competitivenes 
lower exchange rate improves com 
tiveness precisely to the extent that it de 
not cause higher inflation. If the deva 
tion causes domestic wages and pri 
rise, any gain in competitiveness is imm 
diately eroded. It is an accounting tautc 
ogy that America's current-account i 
cit will fall further if and only if the 
between its domestic savings and ‘inves 
ment continues to narrow. Curren 
changes are neither a substitute for t 
process nor, say Messrs McKinnon arn 
Robinson, a promoter of it. A 
The post-Bretton Woods transform: 
tion of the dollar from a strong currenc 
(the anchor of the system, in fact) to 
weak one has cost America dear. Up un 
the late 1960s, when the system's credibi 
ity began to fray, America's interest t 
were lower than Japan's: its prime rate 
4-596, compared with Japan's 6-896. Si 
then, through most of the 1970s and all 
the 1980s, America’s interest rates ha 
been much higher than Japan's. I 
these higher nominal interest rates has 
been combined with higher inflation, tl 
penalty in terms of real interest rates 
smaller. That is small consolation: H. 
nominal interest rates, relatively hi; 
flation and exchange-rate- volatility a 
jointly and severally bad. UE 
If Messrs McKinnon and Robinson 
right about the links between devaluatio 
and inflation, the policy implication is 
clear. Even if a new version of Bretto 
Woods cannot be built, governmen 
need to change their whole approach to 
exchange rates. In a nutshell, they must 
disavow devaluation as a cure for curtent- 
account deficits. i 
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BUSINESS " 
Entertainment takeovers 








Captain Kirk zaps Crocodile Dundee 


MELBOURNE 


The $1.5 billion battle between two Australian media barons, Mr Christo- 
pher Skase and Mr Rupert Murdoch, for the Hollywood studio MGM/UA 
may mark the apogee of the industry's current takeover boom 


VEN the bid-crazy entertainment indus- 

try had to gasp. On September 15th, 
MGM/UA Communications was bought for 
$1.5 billion by Qintex, an Australian media 
and leisure group controlled by Mr Christo- 
pher Skase. Two days earlier Mr Kirk 
Kerkorian, the 72-year-old financier who 
owns 82% of MGM/UA, had received a $1.4 
billion bid from another Australian media 
empire, Mr Rupert Murdoch’s News Cor- 
poration. Mr Murdoch looks wise to have 
stayed his hand; Mr Kerkorian, wiser still to 
sell. Guess where that leaves Mr Skase? 

Mr Kerkorian formed MGM/UA by com- 
bining two of Hollywood's greatest studios: 
Metro-Goldwyn-Mayer and United Artists. 
Alongside MGM/UA's film and television stu- 
dios, Qintex is buying a film library of 1,000 
United Artists films, including the James 
Bond and Rocky movies, and 34 recent 
MOM films including “A Fish called Wanda" 
and "Rain Man”. Mr Skase also gets the 
home-video and foreign pay-Tv rights to 
roughly 3,000 older Mom films, plus the 
"roaring lion" trademark. 

A former financial journalist, Mr Skase 
already owns Channel 7, Australia's second 
most popular television station, which he 
snapped up for A$600m ($420m) in 1987. 
In America, Qintex co-produced "Lone- 
some Dove”, one of the few American Tv 
mini-series that could plausibly claim to be 
art rather than pap. 

Despite his past triumphs, Mr 
Skase’s winning of MGM/UA 
has been met not with ap- 
plause but guffaws. Accord- 
ing to one (rival) Ameri- 


Rupert Murdoch 


Top billing costs a lot 
86 







can media mogul, $1.5 billion is an 
"outlandish" price: his company looked at 
MGM/UA and thought that even $1 billion 
was too much. Earlier this year Qintex's 
share price stood at A$1.70. On September 
20th, it closed at A$0.75. Industry analysts 
are worried that Qintex’s group debt could 
reach A$2.4 billion. 
Even by the standards of Hollywood, 
MGM/UA’s recent history has been weird. 
e In 1985, Mr Kerkorian sold MGM/UA to 
Mr Ted Turner for $1.5 billion; he then re- 
purchased for around half that sum the 
whole of United Artists, including its film 
library, and most of MGM. Mr Turner kept 
the American rights to MGM's quite separate 
3,000-strong film library. 
@ In March 1989, Mr Kerkorian agreed to 
sell MGM/UA to Qintex for A$1 billion. At 
the same time he also agreed to buy back for 
$250m the lion logo, the 34 Mom films pro- 
duced since the Turner sale and MGM's tele- 
vision group. 
@ On September 13th, following rumours 
that Mr Skase was having difficulty raising 
the necessary cash, News Corporation bid 
$1.4 billion for MGM/UA. 
€ On September 15th, Mr Kerkorian signed 
an apparently binding deal to sell MGM/UA 
to Qintex for $1.5 billion and the assump- 
tion of around $400m worth of MGM/UA's 
debt. Mr Kerkorian will buy back one office 
building for $43m. MGM/UA will probably 
become part of a renamed Qintex 
America. 
Mr Skase has until the 
end of the year to find the 
money to pay Mr 








Kerkorian. Qintex hopes to raise around 
$500m from its bankers. Barclays, 
BankAmerica and Citibank together 
organised a $400m facilty for Qintex’s first 
offer. A further $1 billion should come from 
ten mystery investors, mostly European and 
Japanese: in return they will get a 50-60% 
share in Qintex America. According to 
Qintex, these investors were willing to put 
$500m into the first offer and are keen to 
back the new deal. 

Qintex is giving Mr Kerkorian a $50m 
downpayment. In the short term MGM/UA 
has around $150m in cash or readily collect- 
able debts (mostly box-office receipts). But 
what about the longer term? MGM/UA lost 
$61m in the nine months to the end of 
May— principally because its costs got out of 
control. Mr Jeffrey Logsdon, an analyst at 
Crowell, Weedon, a Los Angeles stockbrok- 
ing firm, reckons that the studio's predict- 
able cashflow (ie, allowing for no smash hits 
or flops at the box office) is, at best, $150m a 
year. Post acquisition, the studio's interest 
bill is likely to be at least $100m a year. 

That narrow margin leaves hardly any 
room to finance new films or TV pro- 
grammes. To do that, Mr Logsdon guesses 
that the company may have to borrow an- 
other $500m over the next two years. Given 
the risks of the entertainment industry, 
making more films, however efficiently, is 
not a surefire way to make more money. 
Qintex's plan to exploit the "brand equity" 
of the roaring lion logo also looks strange. 
People do not pay to watch films simply be- 
cause they are made by a particular com- 
pany, however famous its logo. 

Mr Skase's best bet for increasing reve- 
nue is selling old MGM and UA films in Eu- 
rope. In America prices paid for the right to 
show new movies and programmes are 
static, if not falling (and Mr Turner owns 
the domestic rights for most of the MGM 
films anyway). But last year European televi- 
sion stations bought $630m worth of Amer- 
ican shows from the big Hollywood stu- 
dios—six times the figure for 1980. Over the 
past two years the prices for some new films 
and old TV programmes have quintupled be- 
cause of competitive bidding between two 
new British satellite television stations, Mr 
Murdoch’s Sky and British Satellite Broad- 
casting (BSB). As deregulation spreads across 
Europe, increasing the total number of pro- 
gramme hours from the present 260,000 a 
year to perhaps 400,000 in 2000, libraries 
like MGM/UA's will be worth a fortune. 

That at least is the theory. There are a 
number of possible hitches. First, other Eu- 
ropean countries may match the prices that 
BSB and Sky have bid, but even Hollywood's 
most fervent optimists doubt that they will 
increase them. Second, the EC is still making 
worryingly protectionist noises about limit- 
ing the number of foreign programmes on 
European television sets. 
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Ferra 
Shell game 





"Y T'S the sort of thing that gives merchants 

: of death a bad name. Two years after buy- 
mg America’s International Signal and 
Control (isc), Ferranti, a British defence- 
contractor, has discovered that about 
£150m-worth of 1sc’s contracts were “mis- 
represented” in its accounts at the time— 
that is, they may never have existed. Sorting 
out the mess promises to reveal one of the 
juiciest business scandals in years, a tale of 
international arms dealing that already in- 
cludes allegations of fraud and extortion. In 
the meantime Ferranti’s chairman, Sir 
Derek Alun-Jones, must find a way to keep 
his firm in business even though nearly half 
its shareholders’ funds could be about to 


vanish in a puff of smoke. 


"HT 


Sir Derek is already talking to prospec- 
tive saviours—though there seems little 
chance of securing a cash injection until at 
least the first week of October, when a team 
of roving auditors dispatched by Coopers & 
Lybrand promise their preliminary damage- 
assessment report. West Germany's Daim- 
ler-Benz, British Aerospace, France's Thom- 
son and Britain's GEC are all said to be 
interested in Ferranti's radar and electronics 
technology. The price of financial salvation 
is likely to be Ferranti's independence. The 
company's market capitalisation was an eas- 
ily affordable £550m before the scandal 
came to light and trading in its shares was 
suspended. If and when trading resumes, the 
company will be even cheaper. 








McPizza 


NEW YORK 


IZZA HUT this week launched a pre- 

emptive strike against the pizzas that 
McDonald's is test-marketing at 24 ham- 
burger joints around Evansville in Indi- 
ana. It wants them to prove as big a flop as 
McChicken sandwiches, which laid the 
proverbial egg when McDonald's intro- 
duced them into its 8,000 American out- 
lets in June. To help that happen, Pizza 
Hut has started running knocking prime- 
time television commercials. They mock 
McDonald's pizza dough as McFrozen 
and claim that it is much inferior to the 
real thing offered at Pizza Hut's 6,300 
American pizzerias. 

Why is McDonald's, founder of the 
Hamburger University in suburban Chi- 
cago, sticking its fingers into pizza? Be- 
cause it fears that American hamburgers 
are going the same way as British fish "n' 
chips—no longer a national staple, just 
one of many fast foods. That fear was 





heightened by a recent poll of teenagers 
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published in the Des Moines Register. 
lowa is a red-blooded, all-American state: 
prime Big Mac country. Yet most of the 
youngsters preferred pizzas to hamburg- 
ers. 

Making pizza requires the installation 








BL SINES! i 
Given the fragile competitive balance in 
European defence contracting, bailing out 
Ferranti will be politically fraught. British 
politicians will want to keep alive Ferrant 
hopes of winning the £1 billion contract to 
provide radar for the European fighter air- 
craft, for which they have lobbied l 
Scandal, and a threat of bankruptcy, can 
hardly help Ferranti's prospects. Having 
seen Plessey swallowed jointly by GEC and 
Siemens—and for-sale signs put up over the 
defence electronics businesses of Racal and 
Thorn-EMi—British civil servants will also 
be unhappy to see the number of domesti 
competitors for the government's defence 
electronics projects dwindle still further. — 
Whatever the final outcome, none of 
Ferranti's top management will emerge from 
the scandal unscathed. The man with most 
questions to answer is Mr James Guerin, 
who founded isc in 1971. Mr Guerin's com: 
pany grew by managing military and other 
security projects, mostly in the third world. 
This is a murky universe, and Mr Guerin ad: 
mitted that ISC's operations could not stand 
public scrutiny when, in 1982, he sought a 
stockmarket listing in London rather thar 
America to avoid regulations that w 
have forced isc to divulge the names of its 
big customers. E 
British investors seem to have been un- 
deterred by isc's secrecy. The company's - 
share price trebled in the four years to 198 6, i 
E | 
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as Mr Guerin diversified by buying firms o 

fering cluster bombs and rocket engines. 
When disappointing earnings pushed the 
share price back down, Ferranti's Sir Derek 
bought Isc in a share swap worth about 










of expensive forced-air ovens, so McDon- 
ald’s will only sell its pizza nationally if the 
Evansville experiment, which began in 
July, proves a success. Pizzas take longer to 
prepare than hamburgers and the com- 
pany does not want delays at the counter 
to drive away customers seeking fast 
at breakfast and lunchtime. In its test mar- _ 
keting McDonald’s is offering its 14-inch 
pizzas only after 4pm, when trade isslower || 
and customers are less hurried. 1 
As some say of its hamburgers, Me- || 
Donald's accounts are less appetizing h 
than they look. Its sales (up 9% in the first | 
half of 1989 from a year earlier) and its net. || 
profit (up 1196) are growing fast because it 
is adding franchise holders both at home 
and abroad. But sales per ican res- 
taurant are lagging. In the six months to 
June 30th, they rose by just 0.4%. The sec- 
ond quarter was worse than the first, with 
sales per outlet down 1.6% in nominal | 
terms, which means about 5% in real 
terms. With the public wanting more var- 
ied food, McDonald’s franchise holders 
now need something more than a degree 
in hamburgerology. 

















400m, hoping to combine its project-man- 
agement and rocket-engine skills with 
erranti’s own electronics expertise. When 
isked at the time whether he knew what he 
s getting into, Sir Derek told the Sunday 
Times "We were an early investor in sc . . . 
so we probably know them better than any- 
ine in the world." 

_ That boast now sounds horribly hollow. 
SC seems to have begun to unravel earlier 
his year. In May Mr Guerin resigned as dep- 
ty chairman of Ferranti. He also tried but 
tiled to buy back one of the sc subsidiaries 
which the auditors are now most inter- 
ed. But there were warning signals over 
isc long before. One of the hardest to miss 
was the American government's investiga- 
on into United Chem-Con, a company 
hich Mr Guerin helped to found. Begun 
fore the merger with Ferranti, the investi- 
ion resulted in the conviction of nine of 
rm's executives on fraud and bribery 
es, among them Mr Guerin’s brother- 
law. Seven of those convicted had previ- 
ly worked for isc. 

]t is hard to imagine how Ferranti's 














s expertise to a company thought too 
inated by technologists. But this is a 
dal that promises more amazements to 
e. The Pentagon is conducting a crimi- 
investigation into some of ISC's opera- 
s. Meanwhile Mr Guerin is being sued 
1sc’s former general counsel, Mr William 
ark, for nearly $2m in severance pay that 
e claims is owed to him. Mr Guerin refuses 
pay, and accuses Mr Clark of extortion. 
iat, one wonders, might Mr Clark have 
hreatened to reveal? Stay tuned. 





press Semiconductor 

















SAN JOSE, CALIFORNIA 


ACH week the 1,300 employees of a 
A7 small California chip company, Cypress 
Semiconductor, set themselves 6,000 goals. 
Every passing moment their performance 
d that of the company's machinery are 
measured—the year's productivity is por- 
trayed in a stack of statistics an inch high. 
Every month each employee receives a per- 
sonal performance report. And every year 
each employee receives an annual pay rise 
calculated from a formula based on the hun- 
dreds of numbers used to measure his per- 
ormance over the previous 12 months. 
For most executives, management is 
half art, half science, with even the scientific 
bits drawn from the qualitative theories of 
ciology and popular psychology. But for 
ypress’s boss, Mr Thurman (“Tj”) Rod- 
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gers, management is an exact science, a 
question of measurement and vigilance. Cy- 
press is managed more like a physics experi- 
ment than a collection of human beings. Ac- 
cording to Mr Rodgers, anything or anyone 
which "is not measured is not managed.” 

Judging from the numbers measuring 
Cypress's own performance, Mr Rodgers's 
addiction to statistics has paid off. At nearly 
$155,000, Cypress's sales per employee last 
year are higher than those at bigger rivals 
such as Intel ($140,000), Advanced Micro 
Devices ($60,000) and National Semi- 
conductor ($80,000). Cypress's sales have 
grown without flagging since 1984— reach- 
ing an annual rate of more than $200m in 
the quarter to the end of June. Its pre-tax 
profit runs at above 2096 of sales, about the 
same as Intel and higher than most of Amer- 
ica's smaller chipmakers. No mean feat: the 
chip industry's favourite nostrum holds that 
the fixed costs of technology and equipment 
so outweigh the marginal costs of labour and 
silicon that large semiconductor companies 
are bound to be more competitive than 
small ones. 

A table-thumping 41-year-old, Mr Rod- 
gers has proved the conventional wisdom 
wrong by compulsively tracking nearly ev- 
erything going on in his company. This has 
helped Cypress to stay nimble enough to 
thrive by exploiting 129 separate market 
niches, each contributing about $1.6m in 
sales, many of which are too small to attract 
the chip industry's giants. ; 

Of the 6,000 goals that are to be com- 
pleted by the end of a given week, all those 
that are incomplete (or "delinquent" in Cy- 
press-speak) can be quickly retrieved from a 

ase. rds or leaders can be pin- 
pointed at the touch of a computer key- 
board. Such measurements are used to bol- 
ster Mr Rodgers's relentless drive for 








productivity improvements. 

If that seems demanding, it is. More 
than once, Cypress's surveillance has been 
likened to the sinister practices of George 
Orwell's world. The comparison is harsh. 
Industry watchers, some of whom would 
hesitate to work for Mr Rodgers, say that his 
style suits employees with a particular tem- 
perament—notably those who share his ad- 
diction to the illusion of numerical cer- 
tainty. Nevertheless 996 of the company's 
employees opt to leave every year, slightly 
above the average for Silicon Valley. 

Mr Rodgers also knows how to let out 
the leash on occasion. When Cypress's pro- 
ductivity fell in 1986, Mr Rodgers spun off 
some divisions—with Cypress itself as the 
venture capitalist. These spin-offs run them- 
selves according to Cypress's own method 
of setting numerical goals for almost every- 
thing. Their managers each own shares in 
these ventures, which Cypress has the righ” 
to buy back after a set period at a price de 
cided by an independent bank. 

Moreover, everyone is judged by the 
same system of meticulously formulated 
standards. Mr Rodgers claims that makes 
his system fairer than the office politics that 
dominate the management of many other 
companies. Even if that is true, surely the 
system itself is a nightmare to run? Here, Mr 
Rodgers points to Cypress’s administrative 
costs which, despite the small size of its ship- 
ments and the multitude of its products, run 
at around 14% of sales. Compare that to 
Intel which spends around 16% of sales. 

Mr Rodgers' controversial management 
style has yet to withstand its greatest test. 
While the company is flush with success and 
its unique style of management is helping 
produce the most generous pay-rises in Sili- 
con Valley, confronting employees with a 
barrage of numbers measuring their perfor- 
mance can be accepted as constructive. If 
Cypress slips up, by failing to ride a turn 5o 
the chip market or missing a technologic:.. 
change, such close monitoring could turn 
into a witch-hunt, shattering morale and 


punishing risk takers just when the com- 


pany most needs to rely on the spirit and 
cleverness of its employees. 
m 





Oil-company strategy 


Lean machines 


T are being rather coy about it, but 
oil companies are embarking on the big- 
gest round of retrenchment since oil prices 
halved in 1986. America's Occidental set 
the ball rolling early this month when it an- 
nounced that it was cutting its domestic oil- 
and-gas operations with the loss of some 900 
jobs. Britain's BP followed up by damming its 
upstream (oil exploration and production) 


business. One in six jobs in its exploration 
BUSINESS continues on page 97 > 
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BLACK LABEL COMMANDS MORE RESPECT 
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NOW THE QUESTION ISN'T WHIC 
UT WHICH AIRBUS. 





The bulk of passenger 
aircraft flying today owe their 
origins to designs from the early 
sixties. 


When it comes to replac- 
ing them, there's just one real 
alternative. 


Airbus Industrie have the 
only all new family of aircraft 
available. 


Since the conception of the 
world's first twin-aisle twin, the 
A300, Airbus Industrie have led the 
way in civil aviation technology 
bringing ever greater efficiency 
and higher profits to the world's 
airlines. And now the Airbus family 
of aircraft have the world's route 
networks covered, there's only one 
question left unanswered. 


Which Airbus? 
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A classic is always a classic--- 
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Scotch W bisky 
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You recognize it with each sip. That extra something. 
That special, timeless quality that remains unchanged generation after generation. 
OLD PARR. The classic premium scotch in Asia. 
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uDG UNITED DISTILLERS GROUP 


FOR THOSE WHO HAVE ACCESS TO 
UNE INER THINGS IN LIFE. 


INTER:CONTINENTAL 
HOTELS 


Its where you gowhen you've arrived." 


FOR THE UNCOMPROMISING BUSINESS Adan pie WHO SEEKS A DISTINCTIVE "uo DAFUUENCE 
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Street kids or streetwise business professionals? 
You already know what the statistics say. Its going to take 
some pretty fancy footwork to turn it around. 

NYNEX Foundation is doing more than just talking about 
it. We’ve joined with business, education and community leaders to 
support educational programs at all levels. 

Now the balls in your court. 

Your first question is, naturally, does it work? So just look 
at the results we’ve seen so far. 

For example, consider the MITES Program (Minority 
Introduction to Engineering and Science) for gifted disadvantaged 
high school students at M.I.T., which we support. A recent study 


ation LuaLiagers 
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shows that 95 percent have gone on to college. 
And theres BIPED Corporation’s Office Technologies 
program, which we also assist. It’s helping disabled persons gain 
employment in information processing. 
Education programs like these will soon be looking for 
your support, and their graduates will be coming to you for a job. 
We hope that you will join us in making a 
streetwise decision. 


FOUNDATION 
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Bank of Australta 


The first steps you should take to start doing 
business in Australia. 


| If you're thinking of doing business 
lin Australia, the Commonwealth Bank 
will be able to give you a knowledgeable 
introduction to Australia’s complex 
marketplace. 

Our network of over 1250 branches 


covers the whole of Australia and key 
financial centres of the world. 

Putting us in the best position to 
provide expert advice on investments, 
markets and opportunities. 

All of which suggests that before 


you step into the Australian market, step 
into the Commonwealth Bank. 


COMMONWEALTH BANK 
OF AUSTRALIA. 


Australia’s leading bank. 


Sydney (Head Office), Tel 61(2)227 711. London, Tel 44 (1)6000822. Frankfurt, Tel 49 (69)290166. New York, Tel 1(212)848 9200. Chicago, 
Tel 1(312) 876 1200. Los Angeles, Tel 1(213)689 4702. Tokyo, Tel 81(3)213 7311. Singapore, Tel 65 (224) 3877. Hong Kong, Tel 852 5-221093 










































































: to be scrapped, and $1.3 billion of 
-and gas reserves sold. Occidental reckons 
t the changes will save it $100m a year; BP 
says that it will save $150m a year. 

-= Expect more shake-ups in the coming 
months, preceded by hot denials. Royal 
Dutch/Shell, the world's biggest oil com- 
pany, looks set to restructure its American 
upstream business, with perhaps 1,000 jobs 
going. It may swap some North Sea reserves 
with Amoco—itself in the process of cutting 
up to 8,000 staff worldwide. Mobil, too, 
seems poised to shake up its upstream busi- 
ness. Others will follow. 

The upheaval marks a big shift in oil- 
exploration strategies. After 1986's oil-price 
collapse, oil companies bragged that they 
had cut the cost of finding oil by a third. Not 
strictly true: the key to the savings was a 
price war among the oil-service companies 
that supply the oil majors. Now upstream 

its are rising: Mr John Browne, chief exec- 
ve of BP Exploration, says costs have risen 
by a fifth from the 1986 low. 

Why has it taken the big integrated oil 
companies three years to start putting their 
own exploration houses in order? Part of the 
answer lies with their downstream (refining 
and marketing) operations. Thanks to the 
cheapness of unrefined crude oil and the rel- 
-“ative firmness of refined-product prices, 
these have been a profitable cushion since 
1986: as upstream profits tumbled, down- 
stream earnings rose (see chart). But this is 
fickle. A combination of pricier crude oil, 
glutted markets and costly refinery upgrad- 
ing means that downstream (and chemicals) 
profits will fall this year and next. So ex- 
ploration and production is having to learn 
to stand alone again—and fast. 

To make that happen, oil companies are 


., having to relearn the concept of focus. 


What, BP asked itself, are its objectives? The 
company found that it had a bewildering 
‘lection of 85 corporate goals, not one of 
ich mentioned profitability or return on 
assets. Compare that with Japanese compa- 
nies like Komatsu, a construction-equip- 
ment maker with one objective: to “encircle 
Caterpillar” (its American rival). BP now has 
two corporate maxims: aim for maximum 
profitability, and find more, low-cost oil. 
Sounds easy until you translate it into what 
it really means: beat Shell. 
In practice, this means that BP (and its 
Shell-chasing competitors) will concentrate 
= on looking for new oil in regions like South- 
East Asia, where exploration is relatively 
high-risk, but where the chances are that 
any oil found will be in biggish, low-cost 
:-. fields. BP reckons its competitive exploration 
. edge is an aeroplane called ALF. The Air- 


borne Laser Fluorosensor spots those off- 








“shore oil-seeps which can betray oilfields be- 
low. At present there is one in the air, but 
Asian skies may soon be full of the things. 

Oil companies are also shaking up their 
cumbersome, paper-shuffling managements. 








Texaco, which had 11 layers of management 
from petrol pump to chairman’s office, now 
has just five. BP Exploration is trimming 
seven layers of management down to four; 
its head office will have just two. 

In areas where they have long been un- 
profitable, big oil companies are now trying 
to ape the fast-moving independent oil pro- 
ducers. BP’s onshore oil-production opera- 
tion in the lower 48 states of America, pro- 
ducing just 20,000 barrels a day, is being 


far this year) will continue apace. The ree 


flex 


turned into a stand-alone unit with th 
staffing 


ibility to match the low costs and 
the best independents. - us 

The new oilindustry merry-go-roun 
means that oil-and-gas asset sales and. 
($20 billion-worth have changed hands 















son? Oil companies are keen to attain “cr 
cal mass" in the exploration areas they. 
targeting, shorthand for buying assets 
fit their portfolios and selling those thi 
don't. The first company to grab, say, 
of exploration in a frontier area can ga 
to a decade's competitive advantage. 
a costly game, so capital-spending bud 
are escaping the axe. BP will continue 
vest $3.5 billion a year; cash from its. 
sales will help buy a smaller rival in 1990. 
The cornerstone of what oil compar 
hope will be a profitable new era is lo 
costs. Government worries about the e 
ronmental effects of burning hydrocarbor 
will result in higher taxes on their use, an 
stiffer regulation. Only the lean and flexit 
will survive. Some industry pessimis 
reckon that the number of big integrated 
companies could halve by 2000. Thi 
bout of restructuring could decide w 
still be around in 2001. 








TOKYO 


HERE is something about death that 

spurs the creativity of Japanese entre- 
preneurs. Mobile pet-cremation services 
are already a lively business in Japan. 
Now the grim reaper has helped another 
inventive Japanese businessman to hatch 
a rattling new idea: earthquake-proof 
tombstones. 

Recently granted a patent, the tomb- 
stones are attracting interest throughout 
tremor-prone Japan, suggesting this was 
one market niche just waiting to be filled 
by somebody, somewhere. The some- 
body was Mr Toshiko Nagoya, president 
of Yamatoya Sekizai, a firm of monu- 
mental stonemasons in Chiba City, a 
dormitory town to the east of Tokyo. 

Two years ago, Chiba was hit by a 
strong earthquake which toppled lots of 
tombstones. These cost an average of 
Y1m ($6,850) each to repair. The Japa- 
nese venerate their ancestors, so they like 
their stones to be costly and impressive. 
Even though a new tombstone can cost 
as much as ¥3m, many of Mr Nagoya’s 
badly-shaken customers felt duty bound 
to give their dear departed a brand-new 
stone. More seriously, one woman was 
killed when a stone lantern in a cemetery 
tumbled on her during Chiba’s quake. 
By the simple expedient of threading 











Shake, rattle and roll 








the component stones on stainless-steel 
poles and using strong glue (so simple no 
one had thought of it before), Mr N 
goya, in co-operation with Mr Takeshi 
Fujita, a professor at Tokyo University’s 
earthquake-technology department, de- 
vised what he reckons is a tombstone im- 
possible to topple, at least in quakes mea- 
suring up to seven on the Richter scale. 
This safety comes at a cost of only 4 
¥100,000 more than traditional tomb- 
stones. Commercial inquiries have been 
flooding in. Among the few protesters 
are seismologists. They use fallen tomb- 
stones as a way of telling the direction of - 
a quake's waves. 

























































DSM is one of Europe’s leading chemical groups, with 
headquarters in the Netherlands. At the end of September 
the Dutch Government will offer one third of the shares in 
to the Dutch public and certain international institutional 
stors. 
; In February of this year a first offer of 12 million DSM 
r s held by the Government was considerably oversubscribed. 
` DSM employs 29,500 people worldwide, 2,000 of 
9m are involved in Research and Development. 
With worldwide group sales in 1988 of over Dfl 10 
on, DSM’s net profit for the year was Dfl 622 million. 
profit recently announced for the first half of 1989 was 
640 million. | 
^. Last year the company invested Dfl 1 billion on new 
allations, improvements to production processes, environ- 
ital protection and Safety control in additon to acquiring 
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companies important to the long term growth strategy of DSM. 

A further Dfl 360 million was spent on Research andi 
Development, improving a whole range of already succ — E 
products and processes, as well as developing a range of know« 
how intensive products. In the past, literally thousands off 
patents have been taken out on new discoveries. These discov-« 
eries will form the basis of the company’s progress well into the: 
next century. 

This emphasis on the future is typical of DSM. It's ak 
philosophy that has seen the company achieve significant Bowl 
over the past twenty years. It is now involved in areas ranging 
from bulk chemicals to a variety of high ENS DP and: 


some of its products areo 





among the world’s leaders. 
DSM faces the 
future with confidence. 
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MANAGEMENT BRIEF 


How to build quality 


Management briefs are back. Our series on innovations in man- 
agement returns from holiday with lessons from the Japanese 


revolution in manufacturing: 


Japanese managers have not al- 
ways been manufacturing para- 
gons. They were stung into self 
improvement 45 years ago by the 
shock of seeing the sheer quality 
and profusion of American war 
matériel, A generation of Japa- 
nese production managers grew 
up realising just how far ahead 
American manufacturers had be- 

me in terms of designing qual- 

rinto their products from 
start, and then arranging their 
production lines so that men and 
machines were never left idle. 
Today it is the Americans (with 
the rest of the world leaning over 
their shoulder) who are wonder- 
ing just how the Japanese have 
mana so swiftly and come 
pletely to tutn the tables. 

The short answer is: by taking 
America's... own. manufacturing 
prophets more seriously. than 
American production managers 
ever did. In cameras, cars, con- 
sumer electronics and office 
automation, Japanese manufac- 
. turers now lead the world. But 

their strengths are mostly in 

tnanüfacturing processes that are 
highly repetitive. Fortunately for 

Japanese firms, such manufactur- 

ing skills arrived just as middle- 
"lass consumerism took off with 
|i around the world. 

' American companies, and a 
sprinkling of European firms, 
lead.. in aerospace, defence, 
biotech and drugs, where prod- 
ucts. arë made in "job-ots" 
rather. than on mass-production 
lines. Their strength here has 
come from getting computers to 
handle all the paper-shuffling 
chores involved. American man- 
ufacturers adopted a factory- 
management approach in the 
1960s. known as "material re- 
quirements planning” (MRP) 
which has given them a competi- 
^i^ tive edge in all the job-lot indus- 
tries. However, there is a major 
weakness to MRP: even in its lat- 
est. incarnation, it neglects 
“quality. 

-: Decidedly that is not the case 

r Japan. Manufacturers there 

'edit for their produc- 

is today to gurus such 
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as Edwards Deming, Joseph 
Juran and A.V. Feigenbaum, 
who between them pioneered 
the concept of "total quality con- 
trol". When their own compatri- 
ots were too busy to listen, the 
Japanese rolled out the red car- 
pet. Wherever they spoke in 
public during the 1950s and 
early 1960s, the lecture halls 
were packed to capacity with Jap- 
anese engineers. Everything they 
wrote was translated immedi- 
ately into Japanese and devoured 
by managers throughout Japan. 
To this day, Japanese manufac- 
turers speak of the legendary Mr 
Deming in the same hushed 
tones that are normally reserved 
for deity. An annual Deming 
Prize is awarded in Japan for ex- 
cellence in manufacturing. Re- 
cipients are seen on television 
and treated as laureates. 

There were good economic 
reasons. why preachings about 
quality engineering found so 
many ready converts in Japan. In 
the 1950s America was entering 
its throwaway age. Factories 
throughout the country were be- 
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ing tuned to produce a variety of 
disposable goods at rock-bottom 
prices—a victory for marketing 
genius and mass-production 
know-how over material costs. 
The era of planned obsolescence 
was about to begin. 

Not so in Japan. In a land 
where frugality had long been 
prized, the very notion of wast- 
ing precious (imported) raw ma- 
terials in such profligate ways 
was anathema. Besides, in the 
immediate postwar years, what 
Japan needed above all was more 
capital stock—more ships, tools, 
factories, homes and vehicles. 
Not more consumption—least 
of all, more throwaway con- 
sumption. Things had to be built 
to last. 

Unlike their American teach- 
ers, Japanese managers knew 
they would have to do it all in a 
hurry and on the cheap. Ameri- 
can engineers had been honing 
their mass-production skills 
since before the Civil War, learn- 
ing how to get reliable results 
from semi-skilled workers 
through the ingenious use of in- 
terchangeable parts. The coun- 
try had grown rich beyond 
imagination in the process. In- 
come per head in Japan during 
the 1950s was a fraction that of 
the United States. Thus, of ne- 
cessity, was born Japan’s single 
most important contribution to 
the rest of the industrial world— 
its so-called jr/roc style of 
manufacturing. 

This alphabetical mouthful 
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stands for “‘just-in-time/ 
quality control". It is the 
bodiment of all that is good { 
some that is bad) about Japa’ 
factory management. The 
feature that has come to dis 
guish Japanese companies 
others elsewhere is that 
have learned the knack of: 
ing their products “just int 
with parts arriving at their 
step from their suppliers ju: 

they are needed on the produ 
tion line. Manufacturers in oi 
countries have tended. to: t 
them "just in case", filling 
pallets and warehouses 
days’ or even weeks’ wort 
costly, dust-gathering | b 
stocks just in case somethi 
the. production process. g 
wrong. The Japanese approa: 
clean, quick and costs the leas 
By comparison, the western w 
of doing things is a messy, ex 
sive muddle. : 


Batches of one , 
Taking the first half of 
JT/TQC tongue-twister, -just-in 
time is a “demand pull" arrange 
ment for delivering materi 
and components to a factory 
from one station to another 
side the plant) just as they 
needed. Western factories ha 
traditionally had their com 
nents delivered by a “su 
push" arrangement, with 
goods piling up in the facto: 
unloading bays and store root 
waiting to be used. Š 

Few bins of parts clutter. 
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ANAGEMENT BRIE 
les between the machines in a 
lant. No costly inventory lies 
iused in warehouses. Re-order- 
is done in the simplest of 
rys—often by the so-called 
nban (Japanese for shopsign) 
tem developed at Toyota. 
This is simply a token or card de- 
scribing the goods which is at- 
ached to the delivery container. 
eturning the card to the sup- 
er automatically reorders a 
rther shipment of the same 
components. 
This practice questions the 
very basis of mass production: 
he concept of "economic order 
antity". The rOQ, as it is 
wn in factories throughout 
e world, is a calculation that 
ds the optimum number of 
arts to be made at any one time 
; the batch size) on a machine 
ol or production line. The 
e-off is between on the one 
d the "carrying" charges (ie, 
interest clocking up on the 
entory of unfinished parts 
plus the rent and wages for stor- 
hem) and on the other hand 
inly the "set-up" charges (ie, 
cost of inserting the ma- 
chine’s cutting or forming ele- 
ents and running off test sam- 
sles). The carrying cost increases 
“arly with the quantity being 
roduced; the set-up cost falls as 
the batch size rises. Adding the 
two lines together gives a total 
roduction cost that first falls 
ith increasing batch size, then 
begins to rise with increasing car- 
rying costs. The minimum point 
the totalcost curve is the 


ver since the first world war, 
ories all over the world have 
'n run according to the rules 
f EOQ. For instance, the 800-ton 
resses used for stamping out car 
anels traditionally take four to 
ix hours to set up. Under nor- 
al circumstances, that means 
producing no fewer than 10,000 
r so identical panels (say, two 
eeks' supply) before it becomes 
conomic to change the ma 
chine’s dies ready for another 
job. Batches that size make it im- 
possible to respond to rapidly 
Changing demands. They have 
other, less obvious  disad- 
vantages, too, that Japanese 
managers were the first to 
challenge. 
For a start, the Japanese ar- 
gued that the carrying cost and 
the set-up cost were not the only 
things affected by the batch size. 
So, too, were numerous other 
tings not included as line items 
the balance sheet-—such as 
100 


the quality of the finished prod- 
uct, the amount of waste pro- 
duced in the process, and the 
motivation of the workers in- 
volved. Also, while there was 
precious little that could be done 
about carrying costs, there were 
a hundred and one ways of slash- 
ing the time taken to set up a 
machine. 

This is where Toyota, the pio- 
neer of jIT/TQC, focused much of 
its initial attention. Today, the 
dies that shape the sheet metal in 
the carmaker's big presses are 
changed in seconds instead of 
hours. Toyota's tool designers 
ensure that all dies are made to 
the same reference height so they 
do not have to be calibrated after 
being installed in a press. The 
dies have quick-release fasteners 
in place of nuts and bolts. They 
slide out of the press one way 
and slide in another, allowing 
minutes to be saved as the old 
die is hoisted out of the way 
while the new one is inserted. 

The key Japanese insight was 
that moving to much smaller 
batch sizes sets the factory on a 
virtuous circle. Imagine the ma- 
chine operator who makes not 
10,000 parts at a time, but 100 or 
even 10. If he makes a mistake 
(say, his machine tool starts cut- 
ting slightly out of line), the per- 
son manning the next stage in 
the production process will not 
only detect the defect in min- 
utes—instead of days—but will 
also be able to trace the source of 
the problem instantly. Thou- 
sands of parts containing defects 
will not be allowed to pile up. 
Also, the machine operator who 
knows that his mistakes cannot 
be lost in the mill along with 
weeks’ worth of other parts 
scrutinises his own work more 
carefully. 

Japanese managers have taken 
full advantage of this re- 
inforcing effect on behaviour. 
The worker who can see the im- 
mediate impact of his workman- 
ship—good or bad—on the 
company's manufacturing pro- 
cess reaps his own rewards or 
penalties. Plenty of pats on the 
back come from buddies for do- 
ing the job well; scowls for doing 
it badly. Thus everyone in the 
manufacturing process becomes 
a quality inspector as well as a 
production worker. The cus- 
tomer gets a better product that 
actually costs less to make. 

Many of a production manag- 
er's problems are reduced when 
the batch size is reduced —the 
amount of inventory to finance, 


space needed for storage, scrap - 


produced, rework to be done. At 
the same time, several of the key 
benefits of the production pro- 
cess are enhanced—market re- 
sponse becomes faster and so or- 
ders can be fulfilled quicker, and 
greater variety of products be- 
come available from production 
lines than can be switched to 
making something different in 
just a few minutes instead of days 
or weeks. 

The ideal, of course, would be 
to manufacture everything in 
batches of one—ie, every item 
made in a bespoke manner for 
an individual customer. Every 
whim, no matter how strange, 
could then be satisfied. If that 
could be done with the same effi- 
ciency as mass production, then 
a whole new era of manufactur- 
ing would have dawned—one 
based on economies of variety 
instead of scale. A handful of 
companies around the world are 
grappling with this challenge. 
The betting is that the Japanese 
will get there first. 

They are certainly starting 
much farther down the road. 
Japanese managers have also had 
the time to draw up a route map. 
One of the best things about 
just-in-time production is that, 
once it is fully implemented, it is 
run by the factory foremen and 
the workers themselves. That 
saves much of the money spent 
in western factories on data pro- 
cessing, inventory accounting, 
inspection, and production 
scheduling. It also frees up man- 
agers so they can get on with 
their real job: planning strategy. 


Cheaper than free 


The first thing that Japanese 
manufacturers did when they 
embarked on their pursuit of ex- 
cellence was to scrap their qual- 
ity-control departments. Work- 
ers were given the right to stop 
the production line to prevent 
errors from creeping into prod- 
ucts. Scoreboards of their perfor- 
mance were erected around the 
plant for all to see. The other 
half of the Japan's jrr/TQc magic 
is a ragbag of procedures ranging 
from “100% checking” (ie, in- 
specting every single item rather 
than a sample of them) to “qual- 
ity circles” (ie, after-hours talk- 
ing shops). All told, total quality 
control embodies a score of dif- 
ferent approaches, all building 
on the same simple idea of spot- 
ting defects as they happen and 
correcting them immediately. In 


western factories, by contrast, —_ 


defects are detected (usually by a 
statistical sampling method). af- 
ter the batch of products has 
been made. Thus Japanese man- ` 
agers prevent defects occurring 
while the goods are being made; 
westerners try to find them after 
they have spoilt a whole batch of 
goods. 

As many a messiah of Ameri- 
can manufacturing has pointed 
out, quality can be free. The Jap- 
anese have shown it to be an 
even better bargain than that. 
Implemented correctly, roc be- 
comes a source of extra pro- 
ductivity—as ^ practically all 
workers do practically all their al- 
lotted tasks correctly practically 
all the time. Under such circum- 
stances, higher quality translates 
into higher profit. : 

Do such ideas travel? The 
travelled successfully to Japan i 
the early 1950s, and should have 
little trouble travelling elsewhere 
today. Until recently, Japanese 
wotkers were no more dedicated 
to doing "a good job" than em- 
ployees elsewhere. So the qual- 
ity-consciousness and high pro- 
ductivity of Japanese workers 
today is the result of clever man- 
agement practices, not some 
mythical cultural heritage that 
emphasised hard work. 

Much depends, of course, on 
the willingness of the manufac- 
turer to change. Japanese fac- 
tories in the 1950s were produc- 
ing some of the shoddiest goods 
in the world—and had enor- 
mous incentive to change. 
Change meant survival. Today, 
Japanese manufacturers are 
changing again. Since the rapid 
appreciation of the yen, th” 
have started to become more li 
their western counterparts— 
moving away from mass produc- 
ing goods for consumer markets 
to making pricier items on small- 
er scales, pursuing profit rather 
than simply market share, and 
slowly turning their companies 
into genuine multinational busi- 
nesses instead of being merely 
domestic-based exporters. 

American and European man- 
ufacturers have some catching 
up to do. But they start from a 
far higher level of performance 
than Japanese firms did after los- 
ing the second world war. Unfor- 
tunately, many are not yet con- 
vinced that the pursuit of 
manufacturing excellence really 
is a matter of survival. The ques- 
tion for the sceptics is whether 
they will still be around to find 
out if they are right, or wrong. 











WASHINGTON, DC AND LONDON 


HE mr and the World Bank can please 
hardly anybody at the moment. At next 
week’s joint annual meeting in Washington, 
irate commercial bankers, third-world debt- 
ors, western governments and environmen- 
"talists will be queuing up to air their griev- 
< ances; They have plenty to moan about. 
“By the the time the formal jamboree 
.— . starts on September 26th, many of the most 
^. important meetings will already have hap- 
pened, notably that of finance ministers 
from the G7 countries. They will have met 
ee days earlier to discuss the world econ- 
y. Their main topic of conversation: the 
recent strength of the dollar. Do they like it, 
do they dislike it, does their opinion matter 
anyway! 

Inflation will also be on the agenda, be- 
cause it offers scope for much back-patting: 
it is running, on average, at roughly 4% in 
their economies, and the IMF's forecasters 
expect it to fall over the coming year. But 
the Americans may churlishly repeat their 
hackneyed refrain that West Germany and 
Japan are not doing enough to cut their 
trade surpluses. 

Thereafter the moaning will begin in 
earnest. Bankers are furious with the Fund’s 
decision to lend to debtors who are behind 
on their payments to the banks. The debtors 
themselves have a more familiar beef. They 
im that the multilateral agencies still suck 
ore resources out of poor countries than 
-> they put in. They have a point. In its latest 

— annual report, the World Bank admits to re- 
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Can we help you, sir? 


ceiving $2.6 billion more in interest and 
principal payments from still-developing 
countries in the year to the end of June 1989 
than it disbursed in new loans. 

The mF may well fall out with some 
western governments too. Its managing di- 
rector, Mr Michel Camdessus, is lobbying 
hard for a doubling of its sDR90 billion 
($113 billion) in capital. Its officials point 
out that the World Bank got a 75% capital 
increase last year; and argue that the Fund 
needs a 5896 increase just to keep up with 
the growth of world trade. Mr Camdessus 
also wants a contingency margin for unfore- 
seen events like the 1973 oil shock. 

Britain's chancellor of the exchequer, 
Mr Nigel Lawson, reckons a 2596 capital 
hike is enough— partly because a bigger rise 
may allow the Japanese a bigger say at the 
Fund. At the moment, Japan is fifth; it 
ought to be second. There could be a row 
about whether Britain should drop back to 
fourth (behind West Germany) or fifth (be- 
hind France as well). 

America, which contributes about 20% 
of the mMF's cash, is even more sceptical of 
the need for an increase. It is right to be. As 
a new study of the Fund by the Overseas 
Development Council points out, in the 
past two years lending by both the mF and 
the World Bank has contracted. The council 
concludes that a 5096 quota increase, which 
would support average annual lending of 
$12 billion for the next five years, should be 
ample. 







































Western governments will also kick up 
fuss about arrears to the IMF. The Ime bas 
revealed that 11 countries were at least six 
months behind with their repayments to : 
in the financial year to April 30th. This mot 
ley crew, which included Vietnam, Peru an 
Cambodia, owes the IME about $4 billion 
most 50% more than in 1987). Mr Ai 
Sengupta, the Fund's arrears-watcher, ha 
stopped the list of defaulters getting longer, 
but total arrears are still rising. 

Expect ecologists to add their voices 
the chorus of discontent. They claim th 
World Bank has paid scant regard to 
issues and should clean up its act. Maki 
start, the bank earlier this month said thai 
$1.3 billion of loans would be made avai 
able to developing countries over the ne 
three years to help protect the environment 


Tijuana brass 
Among big debtors, Mexico has givei 
weary bankers their best chance yet to d. 
clare a victory and retreat. Taking their cu 
from the debt-reduction plan outlined b 
the American treasury secretary, Mr Niche 
las Brady, earlier this year, the clever Mex 
cans offered creditor banks a choice b 
tween putting up new money and taking oi 
of two "exit" options in their lates 
rescheduling. 

Although the deal, involving $47 billio 
of foreign-bank debt, has yet to be finalised, 
it is already under attack. Bankers think th: 
the $7 billion on offer from the me, the 
World Bank, Japan's Exim Bank and Mex- 
ico itself to support debt reduction is too lit- 
tle. Yet the debt scheme should benefit 
Mexico in other ways. For one, the average 
interest rate on the country's $70 billion in- 
ternal debt has come down to 35% fro: 
56% at the beginning of July. This. cou 
save the government some 1.5% of GDP ov 










ie next six months. Moreover, some of the 
84 billion stashed abroad by Mexicans (see 
chart) is returning—encouraged by a de 
facto tax amnesty. 

Brazil, which owes foreign creditors 
$112 billion, is heading for trouble. As they 
e due to elect a new president in Novem- 
ber, Brazilians are indulging in a spot of pre- 
élection banker-bashing. Brazil missed a 
1.6 billion interest payment to the banks 
hich was due on September 18th, claiming 
that the country's $6.5 billion of reserves 
were too low. Talks are stymied between 
Brazil and the mF on a standby loan, which 
was once expected to see out the Sarney gov- 
ernment. 

Small wonder that capital flight has in- 
reased from a trickle to a flood, even 
hough real interest rates are almost double 
last year's average. Foreign companies sent 
ore money out of Brazil in the first six 
ionths of 1989 than was originally forecast 
xr the whole of the year. With monthly in- 
ation already a huge 3296 (and rising), Bra- 
ians fear Argentine-style hyperinflation is 
its way. 

- In Argentina, inflation at a mere 38% 
t the month of August was a cause for cele- 
ration. The monthly rate in July had been 
96%. As well as fighting inflation, Presi- 

















































dent Carlos Menem has agreed to privatise 
several state companies, despite opposition 
from Peronist trade unions. The Argentines 
hope these policies will pave the way for a 
$1.5 billion iF standby loan (and, perhaps, 
a $500m bridge loan from America). 

Much of the corridor gossip in Wash- 
ington will be devoted to guessing which 
country is next in line for the Brady treat- 
ment after Mexico and the Philippines. 


billion foreign debt, but will not get it. Bank- 
ers reckon it can get by with less than $1 
billion in new money. 

In fact, it.looks increasingly as if the 
Brady plan was tailor-made for Mexico. Get- 
ting it to fit other countries will be difficult, 
but the United States may not worry. Its top 
priority was always to secure peace along its 
southern border. 

Bankers in Washington will also have to 
look east. Poland, which owes foreign credi- 
tors $39 billion, expects.an early deal on its 
debt of $25.5 billion to the Paris Club. An 
agreement in principle with the IMF is all 
that western governments require before ne- 
gotiations can begin. Talks will not start be- 
fore October. 

There is talk of:admitting the Soviet 
Union to ther some day. This week, Rus- 
sia said it would formally apply for member- 
ship. But, before that, the IMF's grandees 
should consider their own future. Now thf 
the Fund and the World Bank have th 
third world as their main constituency, prag- 
matists wonder why Fund and Bank should 
not be merged. That could deal neatly with 
the debate about quotas and with recent 
tensions between the two agencies. 













Strictly private 


EN the World Bank or the IMF 
lends to a developing country, it 
: lends to that country's government. That 
|. often has a drawback: in most of the third 
world, governments already occupy too 
large a role in the economy. Yet the two 
institutions would regard it as politically 
impossible (and, they would say, economi- 
cally undesirable) to leave the borrowing 
governments out of investment decisions. 
Infringement of sovereignty, and all that. 

The International Finance Corpora- 

© tion (IFC), a smallish and more-or-less in- 

dependent arm of the World Bank run by 
Sir William Ryrie, formerly a top official 
in the British Treasury, is not so con- 
strained. Taking care not to offend, the 
- corporation devotes itself to financing pri- 
“vate borrowers in the third world 
directly. 

Its approach is proving success- 
ful—in some ways embarrassingly so. 
The iFC now has roughly 500 investments 
in the developing countries—loans add- 
ing up to $3.5 billion and equity invest- 
ments of nearly $600m. These invest- 
ments, together with fees for the various 
consultancy services it provides, yielded a 
net income of $197m in the year ended 
June 30th—a return of 14% on net worth, 
and an eightfold rise in dollar terms com- 
pared with 1986. Last year's dollar return 











































on the equity portfolio alone was a highly 
respectable 43%. 

In some ways it is awkward for a devel- 
opment lender to make money, even 
though net income finds its way to new 
borrowers in due course. Commercial suc- 
cess undermines the notion that develop- 
ing countries are objects of charity—an 
idea that many developing-country gov- 














ernments—and rich- 
country development spe- 

cialists—find appealing. The fact is that 
the Fc makes money because the busi- 
nesses it invests in are making money. 


That ought to be good news. 





The corporation measures the perfor- 
mance of its projects carefully—to the ex- 
tent of distinguishing between financial 
and economic returns. Financial returns 
are the ordinary sort. Economic returns 
try to capture the effect of an investment 
on national income. To this end, they are 
based not on market prices, which in 
many developing countries are distorted 
by import protection, taxes and price con- 
trols, but on "shadow prices" which mea- 
sure the true cost of resources used, eg, by 

taking the world price-of an import . 
instead of its domestic price Eco-f 
nomic returns also try to take ac- 
count of “externalities” —the bene- 
fits and costs of the project to other 
parts of the economy. 

Sceptics about the 1Fc’s approach 
might expect the economic returns 
on its projects to be lower than the 
financial returns, reflecting profits ar- 
tificially boosted by price distortions. 
But that is not the case. In a study of 
51 projects with more than two years 
of operation, the average inflation- 
adjusted economic return was 1096; 
the average inflation-adjusted finan- 
cial return. was. 796, The corpora- 

tion's inflation-adjusted cost of funds (it 
borrows at market rates, and these days 
mainly from the capital markets, not from 
its parent) has averaged 596 in the 1980s. 
It seems that profitability and develop- 
ment can go hand in hand. 
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: Passing the parcel 





Despite issues of ecu bills by the British and French governments, the 


market is still small 


HE ecu bond market is one of the 
world's more predictable capital mar- 
kets. Once a month it comes to life when 
the Italian Treasury auctions around 1 bil- 


- lon-ecuworth of five-year bonds. This 
"triggers a burst of ecu Eurobonds to take 


advantage of the swap opportunities cre- 


= ated by the Italian issue. 


The five-year bonds carry a high rate of 
interest—the most recent coupon was 
9.65%—but are also subject to a 12.5% 
withholding tax. Investors from countries 
with double-taxation treaties with Italy 
can recover this tax. These investors— 
usually banks—buy the Italian bonds 


(called Certificati di Tesoro in Ecu or 
_. CTES) at a discount for a yield of 10%. 


International banks do not want to 
hold even such high-yielding ecu assets; 
they prefer to swap them for dollar assets 
which are easier to account for and to 
fund. The high yield that the ltalian 
bonds carry means that the banks get a 
good price for them (in terms of a margin 
over LIBOR, the banks' wholesale rate) 
when they swap them for dollars. They get 
LIBOR plus 70 or 80 basis points for 
their stream of fixed-rate ecu pay- 
ments at 1096. 

The purchasers of this 
stream of ecu payments are 
swap traders and new issue 
managers such as Deut- 
sche Bank or Crédit 
Commercial de France. 
Like the original inves- 
tors, they, too, want 
to get out of their 
ecu position. The 
easiest way to net it 
off is by launching 
ecu Eurobonds for 
new borrowers. Since 
these banks have ac- 
quired an ecu asset that pays 
them more than the 9.296 usually 
available through the swap market, they 
use part of the 50 or 60 basis points sur- 
plus to subsidise new ecu Eurobonds. 

This can be done in two ways. Prudent 
lead managers use most of the profit from 
a swap to sweeten the terms on new ecu 


` Eurobonds. This makes the new bonds at- 


tractive to investors—a sensible move 
when rivals are also trying to launch ecu 
Eurobonds to exploit the same arbitrage. 
Less prudent banks squander their profit 
on subsidising swaps for ecu-bond issuers. 
The subsidy lets them offer borrowers dol- 


‘lar funds at around 12% below LIBOR. 





Their problem comes when they try to sell 
the bonds. 

The latest auction of Italian Treasury 
bonds in August followed the usual pat- 
tern. More than: 500m ecu-worth of five 
year Eurobonds were launched. However, 
for the first time, the auction was under- 
subscribed. Despite the attraction of 
booking assets which carry a spread of 70 
basis points over their cost of funds, the 
swaps investors are losing interest in 
them. The main reason is the time it takes 
to recover their withheld tax. There are 
two ways to remotivate 


the banks. The first is 





for the ltalian 
Treasury, which 
needs to borrow, to 
pay more for its money. 

The second is for Italy to lower 
its withholding tax to, say, 8%. 

Without the swaps, ecu Eurobonds 
will find it difficult to put down roots in 
new markets. The ecu has traditionally 
been popular with private investors in 
Luxembourg and Belgium. They got the 
market going in 1981 and have bought 
the bulk of subsequent issues. The Bel- 
gians and Luxemburgers liked ecu bonds 
because they paid more interest than D- 
mark bonds, yet kept their value as 
though they were D-mark bonds. These 
investors do not care about the 


tradeability (or liquidity) of the bonds be- 























Wi thetic ecu takes the yields of 
x First 8 months at annual rate 


cause they usually hold them until matu- 
rity. 
Institutional investors in ecus have dif- 
ferent preoccupations. Central banks are 
big investors in Britain's short-term ect 
bills. These bills are more liquid than their 
Dmark equivalents. Japanese investors 
have been tempted by the high yields 
(compared with p-marks) and growing li- 
quidity-of some of the bigger ecu Euro- 
bond issues. Even the Russians have 
started to keep some reserves in ecus. 
Despite these encouraging signs, the 
ecu-bond market is still far from becoming 
an institutional market. The main reasot 
There are few users of ecus. Even compa- 
nies that present their balance sheets in 
ecus usually work in another currency ani 
only translate the figures on specific days. 
Evidence for the lack of institutional - 
interest is the existence of an 
obvious arbitrage. The chart 
shows the yield curves of ac- 
tual ecu Eurobonds and 
"synthetic ecus”. A syn- 



















































the government bonds of the 
countries whose currencies 
make up the ecu and weights them accord- 
ing to the currency's value in the ecu. Be- 
sides showing differently shaped yield 
curves—the synthetic is heavily in 
verted—the chart also shows that actual |j 
ecu Eurobonds trade at a premium to the | 
synthetics. An efficient capital market 
would arbitrage out this difference. 
One reason that ecu bonds command 
higher prices than their component parts 
is that they are easier to buy if not sell. 
Buying even nine different three-year gov- 
ernment bonds (and ignoring the lightest 
ecu components, the drachma, the escudo 
and Luxembourg franc) is much more of à : 
bother than buying an ecu Eurobond is- 
sued by, say, Unilever. : 
A third and more technical reason is 
that the actual yield curve reflects the nat- 
ural appreciation of the heavy currencies 
in the basket. This appreciation is so inev- 
itable that the composition of the ecu is 
reviewed every five years. On September 
20th the composition of the ecu basket: 
was altered for only the second time. In 
the last recomposition in 1984 the D- 
mark, for example, originally made up’ 
3296 of the value of the ecu. This percent- 
age was then a given cash value in D-marks 
(valued against a third currency) in 1984. 
Over the past five years the appreciation 
of the D-mark increased its weighting in 
the ecu basket to 34.1%. The latest 
recomposition brought it back to 30%." 
Expect the same again in five years’ time. 
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HE grey world of securities-markets reg- 
ulators has not been so colourful since 
ie. October 1987 stockmarket crash. This 
week, any regulator worth his weight in red 
tape descended upon the former island 
monastery of San Giorgio Maggiore in Ven- 
ice for the annual conference of the Interna- 
tional Organisation of Securities Commis- 
sions (IOSCO). The buzzphrase around the 
cloisters: international harmonisation and 
‘co-operation. In the inner sanctums it was a 
‘different story. 
In public, the world’s regulators agree 
on the need for closer international co-oper- 
tion. As financial markets deregulate and 
ttract foreign securities firms, so regulators 
have to put more faith in other countries’ 
(sometimes rudimentary) prudential super- 
vision. How much more comforting to have 
‘common codes and standards. 
^. Regulators promised to work towards 
smoothing the wildly different accounting 
ractices and new-issue procedures between 
national markets. These often act as barriers 
to internationally minded companies wish- 
ing to raise capital away from home. 
* Until now, the world's securities indus- 
has lacked a true forum in which to dis- 
cuss these and other issues—such as how to 
regulate the huge international markets for 
equities and over-the-counter derivatives 
which have sprung up between the regula- 
tory cracks. The hope is that the Venice 
. conference will give l0SCO (which began life 
14 years ago helping shaky Latin American 
ourses) a stamp of authority to take on this 
role. Some of the world’s weightiest regula- 
tors—notably Mr David Ruder, the outgo- 
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ing chairman of America’s Securities and 
Exchange Commission, Mr Masahiko 
Kadotani, head of the securities bureau of 
Japan’s finance ministry, and Mr David 
Walker, head of Britain’s Securities and In- 
vestments Board—certainly want it to. 

Yet 10sco runs the risk of being 
thwarted by West Germany's refusal to 
agree to proposals on capital adequacy, the 
central issue at the Venice gathering. A pa- 


per put out by IOSCO and written by the 
chief executive of London's International 
Stock Exchange, Mr Jeffrey Knight, envis- 
aged all countries adopting a uniform 
method for calculating the way securities 
firms must keep capital as a cushion for their 
business. The method the paper proposes is 
the way Britain and America account for 
capital, and which Japan will adopt next 
spring. The system apportions capital ac- 
cording to the riskiness of a firm's position. 

In West Germany, only banks are al- 
lowed to carry out securities business. The 
capital required for their securities business 
is reckoned to be an indistinct part of a gen- 
eral cushion of capital banks must keep for 
all their operations. Inefficient, certainly, 
since it means that banks’ capital cannot 
swell and shrink along with their securities 
dealing. But it has the nice effect of holding 
back foreign securities houses wanting to 
trade in West Germany. These have to set 
up as banks and then hold more capital th 
they need. 

Nevertheless, the West German dele- 
gate to IOSCO voted in favour of Mr Knight’s 
paper. This, it transpired, he was not meant 
to do. West Germany's supervisors hur- 
riedly fired off letters asking for capital to be 
taken off the 10sCO agenda. Mr Paul Guy, 
the commission's secretary general, an- 
swered with a frosty no. 

If West Germany does not now relent, 
IOSCO's international future runs the risk of 
being dragged down to a level of European 
bickering. As it is, the spat makes all the 
noises of co-operation between European 
bourses, in the shape of a common informa- 
tion-sharing system announced a week ear- 
lier, now sound a little hollow. 





America's junk-bond market 


Being scrapped 


NEW YORK 


S THE junk-bond market finished? Its in- 

ventor, Mr Michael Milken, seems to 
think so. In mid-September, Mr Milken, 
who has been indicted by the United States 
government for securities fraud for some of 
his activities at Drexel Burnham Lambert, 
advised those companies with junk debt to 
exchange it for equity. Sound advice. The 
annual cost of equity is down to around 
4.5% while top-notch junk-bonds cost more 
than two-and-a-half times as much to ser- 
vice, even allowing for America’s tax-breaks 
on debt payments. 

The cost of junk is rising because inves- 
tors do not want to buy something that gives 
them as much risk as equity but simulta- 
neously limits their rewards. First Boston, a 
New York investment bank, is committed to 
$475m of loans to the new owners of Ohio 
Mattress. First Boston hoped to refinance its 


loan with junk bonds, but nobody would 
buy them. 

Investors have been uneasy with the 
$200 billion junk-bond market for several 
months. Gusts of defaults are threatening to 
become a hurricane as the summer of Amer- 
ican economy turns to autumn. Already, 
heavily indebted companies such as Inte- 
grated Resources, Southmark, Eastern Air 
Lines and sci Television have defaulted on 
their junk bonds. Others are labouring un- 
der the interest-rate burden, despite the 
continuing growth of the economy. What, 
investors ask, will happen if the economy 
goes into recession? 

This fear is rattling mutual funds which 
invest in. junk on individual investors’ be- 
half. The mutual funds have been selling 
junk bonds to get the cash to pay off the 


wave of redemptions they expect from their 
: FINANCE continues on page 113 > 
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Brunei 


Tel. 02-41 763 


Hong Kong 


Zung Fu Company Ltd. 


Bonaventure House 
Leighton Road 
Tel. 5-8957288 


Indonesia 

P.T. Star Motors Indonesia 
Jl. Let. Jen. S. Parman 79B, 
Slipi, Jakarta 10001 

Tel. 021-593721 


Japan Korea 

Mercedes-Benz Japan Co. Ltd. Han Sung Motor Co. Ltd. 
SVAX TT Bidg., 3-11-15 Toranomon K Building 
Minato-ku 4-10 Shinsa 

Tokyo 105 Japan 


Tan mee ae 








Civilized driving requires a 
sophisticated balance of power. 





Power is not the ultimate measure of a car's perform- 
ance: it is a relatively simple task for automotive engineers 
to produce an engine with vast amounts of brute strength. 


For the discriminating driver, it is the total experience 
of driving the car that determines its status. 


We build powerful engines and fast cars, but the power 
is always balanced by the highest standards of efficiency, 
handling, passenger comfort, durability and, of course, our 
near-legendary safety features. 


Total control 

The engineers at Mercedes-Benz see power as part of 
a sophisticated formula which gives the driver optimum 
control in any situation. He can cruise effortlessly around 
town or drive comfortably on the open highway — even if 
the car has several occupants. He can overtake quickly and 
easily as a situation may demand. 


The power is turned on smoothly and efficiently b 
ultra-precise, microprocessor controlled fuel injection. Thi 
m is virtually flawless, but, with typical Mercedes-Benz 
thoroughness, a back-up system ensures the driver total 
control at all times. 


Sharing the road 

An essential part of the Mercedes-Benz philosophy is 
a far-reaching concern for the social impact of the car. For 
many years, high priority has been given to developing and 
using emission controls on all our engines. Undue noise is 
eliminated with almost obsessive thoroughness. The safety 
features of a Mercedes-Benz not only protect the occupants 
of the car: they make the roads a safer place for everyone. 


Mercedes-Benz is the industry leader, and we accept 
the responsibilities that go with that elevated status. Every 
Mercedes-Benz car is a demonstration that power can be 
applied in a superbly civilized style. 


Mercedes-Benz 


The unforgettable experience. 





Cycle & Carriage Bintang Berhad Commercial Motors Corporation. Cyne & Carriage Co. Industries 
ne Mercedes Ave, San Miguel (1986) Pte Limited 

ederal H Makati, Metro Manila 241, Alexandra Road 

46100 Jaya Tel. 02-601431 
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In a Different Light. 


The Golden Gate Bridge, 
photographed by Alan Ross 





n todays business world, new opportunities arise into your business, we can see those opportunities in 


continuously, With our global perspective and insight the light of your objectives. Twenty-four hours a day. 


D) 


Bank of America 





For those who will not settle for second 
best, there is only one name. 


The name that connoisseurs and 
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HHL 


collectors have come to know and admire 
as the ultimate in watchmaking. 
For Audemars Piguet have been creating 
the finest mechanical timepieces since 1875. 
Today, these masterpieces remain 
unchallenged. And so it will be in the years 
to come. 








The Automatic Chronograph, the Perpetual Calendar and the Automatic Tourbillon, 


a unique performance in micro-mechanical watchmaking 


Audemars Piguet 


Audemars Piguet & Cie S.A., 1348 Le Brassus, Switzerland 





FIRST YOU SEE IT. 


We’re doing more for the 
environment than meets the eye. 


It’s hard to see what an empty can can do for the environment. 
And millions of them are thrown away every day. 

But cans of lightweight British Steel tinplate do a great 
deal more than others: by not being around for long. They’re 
much easier to recycle than cans of other metals; and glass or 
plastic bottles, for that matter. 

Simply pass a magnet over the rubbish at a 
waste-treatment centre and 90 per cent of the 
steel cans are removed. 

(We've recently developed an easy-open, 
all-steel can without a ring-pull, eliminating a 
particularly nasty bit of litter.) 

More than 950 million steel cans were recycled last year. 
And very happy we are to see them back. 

Recycling has always played a major part in steelmaking; 
more than for any other metal. 

Steel isn't all we recycle: 95 per cent of the water we use 
is cleaned and used again. 


Gases produced by some of our processes are used to fuel 


Theadded values of British Steel. Number two ofa series. 


THEN YOU DON’T. 


others, thus reducing our external energy requirements. 

We even recycle dust. (In our stainless steel works it'sa rich 
source of nickel and chromium.) 

Much of the value we're adding to our products is also of 


value to the environment. 


ey 


THERE ARE 18,000 TONNES UNDER THE THAMES, 


Take the sound-deadening steels we're developing. They'll 
do much to reduce noise-pollution: as feed-hoppers in 
factories, for example, and shielding for engines. 

Then there are the thousands of tonnes of British steel in 
the Thames Barrier, the floodgates of London. 

They're protecting the environment in a big way. 


WE'READDING VALUE ™ 
AT BRITISH STEEL. ‘Wee’ 
i. 
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wl h has no market, is ; simply 
in line to maintain its dis- 


"This worry became outright twitchiness 
following the near-collapse in mid-Septem- 
ber of the American retail empire of Mr 
Robert Campeau, a Canadian businessman. 
With:the help of First Boston and Wall 

_ Street's craze for "merchant banking" fees, 

Mr Campeau had rapidly assembled an im- 
pressive portfolio of emporiums, including 
Bloomingdale's, by buying Allied Stores and 
Federated Stores in two separate deals. 

The price Mr Campeau paid was a will- 
ingness to take on a daunting amount of 
debt, some of it raised by selling junk bonds. 
The stores simply did not make enough 

money to cover the debt. News of a 
fecapitalisation and restructuring punc- 
tured the prices of Mr Campeau's junk. 
Federated's 1696 senior subordinated de- 
bentures, due to be repaid in 2000, fell from 
8096 of their face value to 5096. At that price 
they yield 3296. 

Campeau Corporation's plight is dra- 

ic in terms of the severity of the cash 

“Squeeze. However, the surprise is that the 
crisis took so long to arrive. The Campeau 
deals wete branded as crazy by many on 
Wall Street at the time they were signed in 
1987 and 1988, It is not hard to see why. At 
the end of 1988, Campeau’s balance sheet 
showed just $88m in equity compared with 
total debt of $11.4 billion, including $3 bil- 
lion of short-term debt. With that sort of 
gearing, one did not need to be a financial 
Cassandra to predict trouble ahead. 

5. A good measure of the junk-bond mar- 
ket's deterioration is the increase in the 
spread of junk-bond yields over equivalent- 
maturity Treasury bonds. This is 600 basis 
poitits for Donaldson, Lufkin & Jenrette’s 
active-issues index, which measures the 
blue-chip junk issues and which yielded 
14.0896 on September 18th. A year ago, the 
spread was 350 basis points. Note that this is 
the best quality junk— "antique bonds", if 
you like. The junkier stuff, such as zero-cou- 
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pon and pay-in-kind junk bonds, have a the- 
oretical yield nearly 900 basis points over 
Treasury bonds. 

The weakness of the junk-bond market 
could be good news for the stockmarket. In- 
vestment and commercial banks sitting on 
piles of worthless paper hope that scare sto- 
riés about the collapse of the junk-bond 
market will panic the Federal Reserve Board 
into loosening its consistently tight credit 
policies. 

The Fed should stay firm. The only jobs 
threatened by a collapse of the junk-bond 
market (if it occurs) would be those of finan- 
ciers. Bloomingdale's is still a viable busi- 
ness: all that has happened is that Mr 
Campeau has been proved to have paid too 
much for it. The fall in junk-bond prices has 
already knocked down the share prices of 
firms that are rumoured to be takeover tar- 
gets. It should also hit commercial banks 
and investment banks which put their own 
capital at risk in the leveraged buy-out (LBO) 
business of which junk is a key component. 

This is to be expected. One conse- 
quence of the junk market’s current prob- 
lems is that it will be harder to do marginal 
LBO deals in future. Another is that invest- 
ment banks should be much more selective 
about to whom they lend their own money 
for fear of being caught holding large bridge 
loans they cannot refinance. Take First Bos- 
ton, which now finds itself severely embar- 
rassed. First, it has $475m committed in a 
bridge loan to Ohio Mattress; it also has an- 
other $200m-odd committed to Federated 
Stores as part of a $400m bridge loan to that 
company in which Dillon Read and Paine 
Webber, rival investment banks, are part- 
ners. Thus, First Boston is stuck with a large 
chunk of its own equity locked into two 
dodgy companies whose debt the market is 
reluctant to buy at any price. Would it have 
acted quite so aggressively if it did not have a 


Swiss bank, Crédit Suisse, behind it? 



















already fully exposed to LBO lendin 
and the bigger ones at least still seem 
happy about it. Smaller banks, such as 
First Bank System in Minneapolis, are tak- 
ing a harder look at their loans to highh 
leveraged companies. Citicorp, a compar. 
tive latecomer to the LBO party, is still willi 
to dance. It is lead banker in the propo 
$6.75 billion financing of the buy-out 
United Airlines. 
More LBOs will be done on the class 
debt-and-equity basis. Barring a full-scale r 
cession, they are unlikely to follow jui 
bonds into the dustbin of history, just yet 










































Chartism 


An M that works 


SK an academic economist for an opin- 
ion on chartists and the reaction will 

fall in a range between indifference and con- 
tempt. (That, you understand, is a straight- 
line extrapolation from past behaviou! 
Economists prefer “fundamentals” to the 
entrails of charts. To judge where the dollar 
will be in six months’ time, think about: 
America's current-account deficit; interna- 
tional growth and inflation rates; measures 
of the money supply; trends in household 
saving; the outlook for the budget deficit; 
capacity utilisation; the outlook for interest 
rates in America, Japan and West Germany. 
That way you will be ready to talk intelli- 
gently about why you got it wrong. Chartists 
get it wrong without even going to the trou- 
ble of seeming plausible. 
They pore over their graphs, looking for 
golden crosses, triple tops, double bottom: 
(both upward- and downward-sloping) and 
simple pennants. To their great credit, they. 
manage to do this without laughing. But 
who else could take them seriously? 
Well, for a start, most of the people who 
matter. This week, Britain’s Centre for Ec 
nomic Policy Research hosted a discussi 
of a new study by Mrs Helen Allen of the 
Bank of England and Mr Mark Taylor; à 
professor at City University Busines: 


School. They had analysed 200 replies to 
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questionnaire sent to foreign-exchange deal- 
ers in London. No less than 90% of the deal- 
ers said they paid attention to chartists in 
predicting up to one week ahead. More than 
60% regarded charts as at least as helpful as 
fundamentals, 

This may be because the dealers think 
that everybody else is looking at charts—as 
indeed they are. When chartists agree, their 
squiggles might therefore be a guide to the 
short-term mood of the market, even if the 
underlying theory is rubbish. However, 
economists will be dismayed to learn that 
chartism can produce consistently good 
forecasts—even over a four-week horizon, 
by which time fundamentals ought to be 
reasserting themselves. 

Mrs Allen and Mr Taylor studied the 
week-by-week predictions of 20 exchange- 
rate chartists over a period of nine months. 


Their first interesting result was that, in gen- 
eral, a rise in one period led the chartists to 
expect a smaller rise in the next, while a fall 
led them to expect a smaller fall. This means 
that chartists are a stabilising force in the fi- 
nancial markets: that sort of “inelastic” pre- 
diction cannot cause speculative bubbles. 

As economists would expect, most of 
the chartists were less accurate than a simple 
“random-walk” model, which always pre- 
dicts a 5096 chance of a rise and a 5096 
chance of a fall. But one, designated M in 
the anonymous panel, consistently outper- 
formed not just all the other chartists and a 
variety of other statistical techniques, but 
the random-walk model as well. If M could 
keep this up, he or she would rattle many 
ideas that economists have about the "effi- 
ciency" of financial markets. Not to men- 
tion getting fabulously rich. 





Japanese and British financial services 


Looking to the next battle 


TOKYO 


AT'CHA SHUSHO has a euphony that 

"Prime Minister Thatcher” lacks—in ti- 
tle if not in person. The visiting British 
prime minister has again been banging her 
heavy handbag on the table in the cause of 
British stockbroking firms wanting member- 
ship of the Tokyo Stock Exchange (rst). 

Four Japanese prime ministers on from 
the first rap of leather on lacquer, she has 
seen eight London stockbroking houses (six 
of which are still British-owned) out of 22 
foreigners in all get membership of the ex- 
change since it first reluctantly opened its 
doors to foreigners in 1986. There are only 
four foreign firms still seeking membership 
(and ten local ones), but two of them are 
“our boys"— Barclays de Zoete Wedd (Bzw), 
part of the investment-banking arm of 
Barclays Bank, and the almost-as-true-Brit 
Hongkong Bank's James Capel. 

Hence the latest rap-a-tap-tap, which 
has elicited suggestions of a hybrid member- 
ship which would give Bzw, James Capel and 
any others the practical advantages of mem- 
bership without actually getting a booth on 
the floor. Most importantly they would no 
longer need to put share trades through a 
full member to whom they have to give 20% 
of the commission. 

The exchange has set up a committee 
under Mr Setsuya Tabuchi, chairman of No- 
mura Securities, which will meet in Novem- 
ber to consider a new round of member- 
ships. He must find a way of allowing in 
foreign firms (so removing danger of retalia- 
tion against Japanese firms abroad) while at 
the same time not making membership so 
automatic that any stockbroking firm could 
join, and particularly not unwanted local 
ones associated with the securities houses' 
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great rivals, Japanese commercial banks. 

Nonetheless, foreign firms seem likely to 
get the substance of what they want, if not 
the form. Yet the question of TSE member- 
ship has become blown up out of all propor- 
tion to the other outstanding financial-ser- 
vices issues between Britain and Japan. 
What is now important for British interests 
is the next campaign. This will be for li- 
cences to run investment trusts, which in Ja- 
pan are equivalent to unit trusts in Britain 
or mutual funds in America. 

Investment trusts in Japan are already a 
¥52 trillion ($360 billion) industry which 
promises to grow hugely. It is also one in 
which the domestic firms have become such 
a sleepy oligarchy that foreigners are being 
allowed in to pep them up a bit. 


4 P 
Ah, another most welcome foreigner 


Only 14 Japanese securities companies 
are now allowed to run investment trusts, 
with four of them taking three-quarters of 
the market. They have become a famous 
repository of the securities companies’ dud 
paper and least-inspired share buys, while 
regular churning of accounts provides the 
securities houses with a steady supply of 
fixed-commission income. To curb such 
abuses, and as part of a broader desire to im- 
prove the performance of fund managers in 
Japan, an unspecified number of companies, 
including foreigners, are to be given licences 
as investment-trust managers early next 
year. These will be the first new such li- 
cences since the stockmarket crash of 1964. 

Officials in the ministry's securities bu- 
reau are working on detailed eligibility crite- 
ria, such as measures of financial strength 
and experience. These are expected to be 
drawn up by the end of the year. If the rules 
for the existing 14 firms were applied stric 
to the new firms, only a couple or so of i 
likely foreign applicants would qualify. 

As there are about a dozen foreign firms 
interested—including Shearson Lehman 
Hutton, S.G. Warburg, Jardine Fleming, 
Deutsche Bank, and Credit Suisse First Bos- 
ton— political lobbying to get the criteria to 
fit the firm will be important. The Ameri- 
cans have already been chivvying away at 
the ministry. But foreign investment-trust 
managers will have to assure it that they 
have adequate local retail distribution. 

Merrill Lynch has a rudimentary branch 
network in Japan, but many others do not. 
So foreign firms will have to tie up with Japa- 
nese firms. Some already have—with small 
securities houses and regional banks. The 
snag there is that the securities companies 
will be lobbying their own bureau to limit 
the entry of commercial banks into the in- 
vestment-trust business. Again, foreigners 
must be careful to ensure that traps set for 
the domestic banks do not snare them tc^ 
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rance comparisons 


upr 


Investors in Britain’s life assurance indus 


are starting to get the open, 


dustry that they deserve. Not before time 


HINGS will never be the same again for 

a's sleepy life assurance business, 

_ which thrived on hidden charges and lack- 

|; lustre inv nt-performance. lt has been 

shaken up at home by Britain's expensive 

new investor-protection system, introduced 

in April 1988. The Securities and Invest- 

ts Board (sis) forced life-insurance sales- 

men to give “best advice” which they could 

later justify; it put an end to misleading ad- 

vertisements; and it divided life-salesmen 

y either tied agents of one company who 

can sell only the products of that company, 

ar independent financial advisers (IFAs). 

ry is also facing the double-edged 

»«Jtd of Europe's single market, which will 
eventually open all markets to all-comers. 

Success, in Britain and in the rest of Eu- 


Table 1. Life assurance companies 


rope, depends on distribution. Life offices 
can only hope to increase market share by 
controlling the people who sell the policies, 
rather than by making their policies the best 
and relying on independent advisers to sell 
them. 

In Britain, for example, General Acci- 
dent set up a joint venture with the National 
& Provincial building society. Sun Alliance 
tied up with Hogg Robinson, a travel 
agency. In Europe, Friends’ Provident has 
begun a joint venture with Kairos, a Spanish 
insurance group. In Italy, the Prudential is 
trying to sell its life assurance policies 
through a financial services company con- 
trolled by the Benetton family. Lloyds, a 
British clearing bank, swapped its five insur- 
ance businesses for a 57.6% stake in Abbey 


Amounts payable on May 1 1989** 
WITH PROFITS 


Life—a move aimed at both Britain and t 

rest of Europe. : 
Does this distribution craze make sense 

In Europe it probably does. Even though 

British assurer’s life policies are reco; 

cheaper than the continental ones, 

continental countries lack a net 

to sell them. New directiv 

pean Community, which a 

open up the market, 

through at a snail's pace. 

in for the British is to seek. 

Britain, the changes introducec 

have (so far) played into the hands 

ers with strong tied salesforces—like 

Prudential and Allied Dunbar. — 

The siB's first set of rulebooks were tc 


to disclose commissions. This put them at 
disadvantage to the tied salesmen who d 
not need to tell the customer anything. At 
the same time, insurers scouting 
salesforces offered iFAs very lucrative dea. 





Whole-life policy in force 40 years 


Endowment policy in force ten years — Endowment policy in force 25 years 


assurance 
(non-tinked) 


policy 
after 10 years 





Bonuses 


Total Sum Bonuses i 
assured 


Total 
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342,708 
367,882 
326,620 


38,095 
43,956 


43636 395482 
44,843 
38,462 


380,279 
341,987 


425,122 
380,449 
43,57 616723 660280 
40473 401,661 — 442.124 


43,478 385200 428,678 
40,955 514,682 56 
40,650 240416 
42,736 
38,710 


422,715 
282,507 
433,786 
566,253 
499,475 


260,757 
240,412 
284,613 


23,750 
23,692 
23,552 
22,727 
24,628 


125,728 
129,680 
107,903 
102,678 
129,214 


12,864 
11,509 

9,997 
13,100 


11,468 
13,957 
12,729 
14,844 
10,923 


24,390 
24,331 


106,470 
107,045 
24,437 127,658 
24,515 132,650 
20,271 — — 
10,974 20,190 24,691 113,843 
11413 
13,288 
11,496 


116,644 
125,994 
111,484 


20,496 
22,568 
20,816 


11,443 
11,354 
10,042 
13,031 
12,324 


21,227 
20,600 
19,787 
22,492 
21,478 


102,654 
100,792 


14,486 
13,338 
11,696 
11,715 
12,906 


10,435 
12,804 
14,096 
11,445 
12,375 


24,158 
22,764 
21,479 
21,143 
22,287 


19,778 
22,116 
23,911 
21075 
21,690 


102,772 
131,239 
132,428 

81,190 
122.057 


11,574 
12,304 
15,407 
16,601 
10,958 


21,057 
21,785 
24,653 
25,659 
20,354 


110,557 
120,482 
129,697 
141,271 
128,937 


11,548 
9,476 
11,659 


21,006 
18,911 
214547 


24271 
23,753 
24315 


88,031 
85,561 
111,898 


130,860 
131,376 
152,095 
157,165 


138,534 


141,009 
150,279 
135,756 


128,063 
124,625 
117,665 
112074 
117,388 


159,052 
150,052 
121,911 
145,137 
113,804 


125,389 
154,907 
155,549 
104,719 
146,251 


135,149 
143,613 
152,532 
164,498 
152,914 


112,302 
109,314 
136213 


149,478 
153,372 
131,455 
125,405 
153,842 


315,703 
655,921 
310,481 
402,439* 
15219 — 314484 
18,339 435932 
— 275,291 
16,416 — 379411 
16,319 — 
13,880  572,691* 
15460 399,77 
14,821 596,258* 
15,865 — 
15,305 353487 
19,242 446,898 
22,523 404189 
16,285 
14,577 
16,573 
16,105 


316,293 
657 308* 
311,855 


14,497 
16,298 
18,743 
13,603 
17,891 


361,172 


14,803 
17,184 
20,447 
21,758 
17,377 





12,409 
13,986 
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Table 2. Surrender values* 
Leaders £ 
Norwich Union WERS 22,523 
Equitable Life 22,292 
Standard Life 21,758 
Scottish Widows’ 20,447 
Clerical Medical = tt” 19,980 
Laggards = "- — 
Royal Life 14497 
Wesleyan & General 7 13,986 
Life Association ol Scotland | Tm ~~ 13880 
Scottish Equitabe —— .— 1388 
UK Provident 12409 
*Column 11, table 1 


Only one of the big four banks, the National 
Westminster, is independent; nearly all the 
leading building societies are tied. Big mu- 
tual insurers (like Standard Life) who tradi- 
tionally have relied on the IFAs to sell their 
products have begun to build up direct 
salesforces. The smaller mutuals, which lack 
the cash to build up their own salesforces, 
have found the going particularly tough. FS 
Assurance even "demutualised" and be- 
came a subsidiary of the Britannia building 
society. 


More pricey, less independent 

However, the biggest victim so far has been 
the investor. There is less independent ad- 
vice and the bill for all the changes so far 
(including the bribes offered to indepen- 
dents to tie) has been passed on to the con- 
sumer in higher charges. On May Ist the 
maximum commission agreement ended: 
since then the Association of British Insur- 
ers estimates that commissions may have 
risen by 2096. 

However, there is method in the SIB’s 
apparent madness. A weeded-out indepen- 
dent sector should be much more effective 
than one where many so-called IFAs were 


Table 3. Best and worst 





nothing of the sort. The surviving 
IFAs can stress their exclusive inde- 
pendence to attract custom. Many 
observers, including the Consumers’ 
Association, believe that investors 
are ready to pay more for genuinely 
independent investment advice. 

The si, for so long the IFAs’ bo- 
geyman, is now doing more to help 
the independent sector. Recent 
changes include: 

e From next January each customer 
must be shown a "Buyer's Guide" 
that will state explicitly whether the 
salesman is independent or tied to a 
single life company. This is an im- 
provement. At the moment, salesmen 
only have to explain the difference 
orally and many fudge the issue. 

e From next April a customer who 
has bought a policy will receive a let- 
ter detailing the charges and commis- 
sion to be deducted from the money 
he planned to invest. The improve- 
ment here is that the tied salesmen 
will have to give their expenses just 
like the iFAs. Even so, it would be bet- 
ter if the information was given be- 
fore the customer selected the policy. 
@ From August 1990 there will be a 
standardised guide to the financial 
health and performance of each life 
assurance company. Aunt Agatha 
will probably find this mass of figures indi- 
gestible; but it will help regulators, iFAs (and 
even journalists) to spot the bad deals. 


And now the figures 


The sip has had an affect on The Econo- 
mist's annual survey of life assurance poli- 
cies as well. Most of the figures in the survey 
are historic, showing the past performance 
of with-profits policies. Regarding forecasts 
for new policies, the sib insists that all offices 
use the same investment rates for forecasts 


Top five and bottom five companies in each category in descending order of total sums paid on policies described in table 1 
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Looking for high surrender values? 


of the maturity value of future with-profits 
policies, so most of the figures are almost 
identical. 

The only other change is the fault of in- 
flation. Catching up with past inflation, the 
premium used has been increased from 
£100 to £1,000. Otherwise the survey is 
comparable to the one published last year 
(September 24 1988). 

Not surprisingly the same companies 
tend to find themselves among the leaders 
and laggards each year (see Table 3). T - 
year, Standard Life tops ! 
poll three times out of four for 
its matured policies and is 














Matured policies: actual results? New policies: sum assuredtt 1 : 
Copa — ere cem T REN =; pushed into second place in 
Whole-life policy policy in force policy in force cd pad otan P pat AEA the fourth category by another 
in torce 40 years 10 years 25 years policy at death (non-linked) policy policy familiar chart-topper, Equity 
after 10 years & Law. Less happy will be 

column 3 column 6 column 9 column 10 column 12 column 13 column 14 eoe too ^ "n policies 
EN CLoiocosseena499 520521 ess x (Xp vt ex ena isle Eres EAS koe cvvdvaviys yid des eow PEE e Ce EY AS rind wit rovident (now part 
Equity & Law Standard Life Standard Life Standard Life Prudential Sun Alliance MGM of Friends’ Provident) or Scot- 
(£660,280) (£25,659) (£164,498) (£37,919) (£657 ,308)* (£9,763) (£27,748) tish Equitable. 

Standard Life Scottish Widows’ Norwich Union Norwich Union Equitable Life Provident Mutual Provident Mutual The differences between 
Guardian Royal Fund Friends' Provident Scottish Widows' London and Scottish Amicable Equitable Life 

Exchange Clerical Medical Scottish Amicable Fund Manchester Ecclesiastical Clerical Medical the performances are substan- 
ee noe Provident iin -— t «rogi Life Association Scottish Mutual Ecclesiastical tial—a 40-year whole-life pol- 

L * * . 
: wom wich Union utual quitable Life CRM bu icy tak en out with Equity & 
EE ovi, uo tyros te Sete NE ee Oe Eo oe ER T Law would be worth £660,280 
Sun Life General Accident Refuge MGM Equity & Law Eagle Star compared with £268,207 from 
Scottish Equitable MGM Sun Life Crusader Scottish Equitable Scottish Life Commercial Union Refuge. However, as the ad- 
Life Association Royal Life National Mutual London and Gresham Life Guardian Royal Royal Life : P 
of Scotland Crusader UK Provident Manchester Eagle Star Exchange Scottish Life VOLUBEIOERRS all 307; pue per 
UK Provident UK Provident Scottish Equitable UK Provident Wesleyan & London Life Equity & Law formance is not necessarily a 
Scottish Equitable (£18,911) (£104,719) Co-operative General Equity & Law (£18,750) guarantee or even a guide to 
(£268,207) insurance Society (£257,290) (£7,500)t fu | 
ture results. 
(£27,782) 

+t Policies maturing or effecting on May 1 1989 * Non-smoker t Basic sum assured only 
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SCIENCE AND TECHNOLOGY 


The dying of the light 


TURIN, ITALY 


OST people manage to accept the 
bodily frailty that comes with age. But 
it takes exceptional stoicism to face the de- 
terioration of the mind that often follows. 
As lives grow longer in the world’s rich 
countries, the diseases of the brain and 
nerves that strike the elderly keep pace. 
“"zheimer’s disease, a degeneration of the 
iin, has made millions of people (2m in 
America, for example) confused and iso- 
lated. At a meeting this month of the Euro- 
pean Neuroscience Association in Turin, Dr 
Peter St George-Hyslop of the Massachu- 
setts General Hospital suggested (controver- 
sially) that Alzheimer's disease is an inev- 
itable consequence of age. The rest of the 
body merely has to hold out long enough for 
it to strike. 

Disorders of the brain test medicine to 
its limits; it is hard to understand what 
makes the mind sick, armed with only a 
vague idea of how it works when healthy. In 
the case of Alzheimer's the problem seems 
to be the degeneration of brain cells, which 
leaves the brain scattered with tangled neu- 
rons and plaques of useless protein. The de- 
cay causes a gradual loss of memory and in- 
creasing disorientation. At present, there is 
no cure and little in the way of treatment. 
Some hope may be forthcoming, though, 
^ m progress in treating Parkinson's dis- 
__3e, which has shown that degeneration in 
the brain can be tackled. 

The two disorders have different 
symptoms—Parkinson's disease affects 
speech and movement—but both are 
caused by the dead or malfunctioning brain 
cells. In the brain, cells send signals to each 
other using chemicals called neurotransmit- 
ters. Some areas in the brain serve to supply 
neurotransmitters for other parts. The con- 
trol centre for movement—the corpus 
striatum—needs one called dopamine, 
which is supplied by a group of cells deeper 
in the brain, called the substantia nigra. In 
Parkinson's disease these cells wither and 
die, leaving the corpus striatum without do- 
pamine, and thus unable to do its job. In 
Alzheimer's disease it is the cells in the base 
of the forebrain that waste away, cells which 
normally produce the neurotransmitter ace- 
tylcholine for the cells of the cortex. The 
cortex stores memories, and seems to be the 
seat of reason. Deprived of its neurotrans- 
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mitter, loss of memory and reason follow. 
Since the 1950s Parkinson's disease has 
been treated with a drug called L-dopa, 
which is turned into dopamine in the brain. 
The corpus striatum gets its fix and starts 
working a bit better. Researchers had hoped 
that a similar method might be found for 
getting acetylcholine to the cortices of 
Alzheimer’s patients. It is not proving easy. 
Importing acetylcholine, by pill or injection, 
does not work: it cannot get from the blood 
to the brain. Conserving acetylcholine is 
more effective. A few years ago a drug called 







4 striatum 


Substantia 


forebrain nigra 


——> Acetylcholine route 


----» Dopamine route 


THA was claimed to provide some relief by 
preventing acetylcholine from being broken 
down inside the brain. It provides some 
relief—but it is not in the same league as L- 
dopa, and it has unpleasant side-effects on 
the liver. 

L-dopa and THA provide, at best, a tem- 
porary reprieve from the ravages of disease. 
All the while brain cells continue to degen- 
erate. When too many have died, no therapy 
can help. A more permanent solution would 
either stop the cells dying or replace them 
for good. The second way—transplanting 
healthy cells into sick brains—has recently 
attracted much attention. 

For now, transplanting tissue into the 
brain is closer to crude carpentry than hard 
science. Nevertheless it has been useful in 
treating Parkinson's disease. Cells can be 
taken from the patient's adrenal glands, sit- 
uated above the kidneys, and placed next to 
the corpus striatum. These cells make adren- 
aline; one of the chemical steps along the 
way is dopamine. So they can act as a drug 
dispenser, providing a supply of the neuro- 
transmitter to the corpus striatum. In Brit- 
ain, 20 patients have had such transplants 
and shown some improvement. But some 
scientists, like Dr Steven Dunnett at Cam- 
bridge University, are sceptical. The adrenal 
cells are old, and tend not to last. Foetal tis- 
sue is more resilient, and tends to grow to fit 
the task. Dr Dunnett's studies of transplants 
of foetal brain tissue into rats show more 
convincing—albeit incomplete—recovery. 

In the case of Alzheimer’s disease trans- 
plantation is unlikely to do much good. The 
transplant needs to be close to the site that it 
feeds with the neurotransmitter. But the 
cortex is large, a phenomenally complex net- 
work of cells wrapped around most of the 
brain’s exterior. No transplant could serve 
the whole system. So the emphasis is on sav- 
ing old cells, not bringing in new ones. To 
that end Dr Fred Gage, of the University of 
California School of Medicine at La Jolla, 
has been studying the effects of a hormone, 
nerve growth factor (NGF) on rats’ brains. 
Cells genetically engineered to produce NGF 
can keep diseased acetylcholine-producing 
cells alive, and even help them flourish, The 
results seem promising, but the survival of 
these cells would not by itself cure 
Alzheimer’s disease. 

The reason is that Alzheimer’s is far 
more complicated than Parkinson’s disease. 
In the latter only a few cells in a relatively 
small area die. In Alzheimer’s disease there 
is a loss of nerve cell activity not only in the 
basal forebrain, but also in the cortex itself. 


The demise of cells in the cortex seems irre- ` 


versible. Even if their neighbours are given a 
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fresh supply of acetylcholine, missing corti- 
cal cells spell disaster. The cortex is a finely 
runed network of cells, built up throughout 
e as memories and abilities are gained. It is 
a house of cards; pull out too many and the 
whole structure falls to pieces. There is no 
way in which it can be rebuilt in old age, 
_ with fewer cards. Any treatment for the dis- 
: ease will have to act before cortical cells start 
to die. 

It would help if cortical damage came 
relatively late in the course of the disease, 
which it may or may not do—it is hard to 
tell with only dead brains to examine. To- 
day's brain scans are not acute enough to see 
such damage. But even if the assumption 
holds true, there is still a problem. It is by 
dementia that the disease is diagnosed. By 
the time dementia is apparent to doctors, it 
is probably too late to save the cortex. 
Some hope of earlier diagnosis may be 
_on the way. In this week's edition of Nature 
_ Dr Catherine Joachim of Harvard Medical 
School and her colleagues announce that 
_ they have found amyloid, the protein that 
makes up the plaques in the brains of suffer- 
ers, in other more accessible parts of the 
body. Spotting these deposits soon enough, 
then treating the basal forebrain with NGF, 
ay prevent the cortex from degenerating. 











There is another approach to predicting 
the onset of the disease, using genetics. 
Alzheimer’s disease comes in two forms: the 
late-onset form to which anyone may fall 
prey, and a rare early-onset form, which can 
strike a patient in his 40s and runs in fam- 
ilies. Dr St George-Hyslop and his team are 
trying to find the defective gene which is re- 
sponsible for most early-onset cases. When 
it is tracked down, some way of blocking its 
destructive effects may be found. Finding a 
gene has never yet helped to cure a disease; 
but in the long run something might come 
of it. And finding the gene that misbehaves 
in early-onset cases may offer clues about 
how the later form is triggered, perhaps by 
identifying environmental risks. 

As the study of Alzheimer’s continues 
down these various paths, an uncomfortable 
insight is appearing. Many of the features of 
the disease, like the tangles, plaques and 
confusions, are echoed in normal aged 
brains. To at least some extent, the disease 
seems a normal, perhaps inescapable part of 
aging, which strikes some earlier, some 
later—much as grey hair and wrinkles do. It 
may be that the intractable puzzles of ageing 
will have to be tackled before any satisfac- 
tory answers are found. That is the work of 
lifetimes—long ones. 

























ndardising software 


8 RIVE one car, and you can drive them 
BAS all; but work one computer and you 
can work, well, one computer. Different 
brands of hardware and software are mostly 
so different that learning a new one is like 
earning a new language. That is changing. 
Thanks to a new way of organising the inner 
workings of computers, called object-ori- 
ted programming, computer-makers are 
promoting ways to "drive" computers that 
they hope will become as standard as the lay- 
out of wheels and pedals in a car. 
- For users the potential benefits of 
standardisation are twofold. It makes it eas- 
ier to switch from computer to computer as 
new technology comes along, and easier to 
get pieces of software to work seamlessly to- 
"gether—so that, for example, a manager 
writing up a report can have his word pro- 
cessor automatically fetch the latest sales fig- 
ures. But computer-makers can expect only 
mixed blessings from standards that make it 
easier to switch brands. Apple, the first to 
use object-oriented ideas, has made it impos- 
ible to buy its software without Apple's 
omputer underneath. 
For the time being, at least, Microsoft 
has most to gain and least to fear from soft- 
ware standards. Its DOS operating system is 
already sold with millions of BM-compatible 
‘computers a year. IBM has jointly developed 
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with Microsoft the Os/2 operating system 
which it hopes will become standard for its 
nextgeneration computers and has left 
Microsoft the rights to license Os/2 to com- 
puter-makers. Better still, Microsoft pro- 
vides building blocks for those who want to 
use objectoriented programming tech- 
niques to create their own would-be stan- 
dard products. 

The idea behind object-oriented pro- 
gramming is to treat the components of a 
software system like robots that can respond 
to simple messages. Messages might tell a 
program, for example, which key a user has 
struck or what choice he has made from a 
menu. In responding to that message, a pro- 














"gram might send other messages to ask for 
things from other programs. A big advan- 


tage of this technique is that a program can 
work with any other that uses the same mes- 
sage-passing system. 

Microsoft provides two: such systems: 

Windows (for Dos-based computers) and 
Presentation Manager (for 0S/2 ones). In ad- 
dition to playing post-office, they provide: 
€ A common user interface. Windows and 
Presentation Manager present the user with 
a consistent face. Text and pictures are dis- 
played in “windows” which can be moved 
about the screen or changed in size. Com- 
mands are given to programs through easy- 
to-use menus. Although programmers of the 
word processors, spreadsheets and so on 
which run with Windows must pay atten- 
tion to published style guidelines to main- 
tain consistency, much comes automatically. 
Windows and Presentation Manager handle 
all input and output themselves—commu  ' 
cating with the underlying programs 
sending messages. 
€ Data exchange. Windows and Presenta- 
tion Manager let programs swap data. Some 
messages, for example, communicate what 
format the data is in, others synchronise the 
transfer, and so on. 
@ Housekeeping. To help client programs 
work together, Windows can juggle more 
than fits into a computer's memory at once. 
It also lets several programs share a common 
toolbox of routines that, say, draw graphs or 
crunch numbers. (It is this which could do 
most to transform the way in which software 
companies compete.) 

Microsoft sells both Windows and 
Presentation Manager direct to the public. 
It has also licensed some of the user-inter- 
face technology to the Open Systems Foun- 
dation—a consortium of companies trying 
to create a standard version of the Unix op- 
erating system. Hewlett-Packard and IBM, 
meanwhile, have. incorporated Microsc ' 
products and technology into their o... 
more ambitious efforts to standardise the 
way people work with computers. 

‘Although its products are popular with 
engineers, Hewlett-Packard has so far failed 
to make much of a dent in offices. It hopes 
that its NewWave user interface will begin to 
convert personal-computer users, at least, to 
its wares. NewWave makes the most ambi- 
tious use of object-oriented technology yet 
to reach the market. In addition to the fea- 
tures offered. by Microsoft's: Windows, on 
which it is based, NewWave has: 
€ Agents. It can "remember" how a user 
does a task, and repeat it; Show it once how 
to prepare a monthly sales report, and 
NewWave can repeat those actions automat- 
ically on, say, the last day of every month. 
€ Compound documents. If a report con- 
tains, say, a chart illustrating data froma 
spreadsheet, NewWave keeps track of which 
files depend on which. So if a report is sent 
by electronic mail to a colleague he also gets 
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'opies of the chart and data. 
Links. NewWave manages links between 
etworks of personal computers and main- 
ames. And it can incorporate a standard 
method for asking questions of databases. 
IBM is taking a different and more far- 
reaching approach to standards. Instead of 
packing functions into a single product, like 
NewWave, it is developing standards— 
called the Systems Application Architecture 
(SAA)—to enable applications to work 
actoss a range of computers, from the big- 
gest mainframe to desktop personal comput- 
ers. The embodiment of saa for the office is 
called OfficeVision. 
.. Like NewWave, OfficeVision provides 
standard ways of linking computers and 
querying databases. But instead of agents to 
automate tasks (which iM is happy for 
_ someone else to provide), OfficeVision calls 
for a standard set of applications to be run- 
ng on the various computers which it en- 
compasses—among them electronic mail 
anda calender. Programs written for it know 
both that these applications are there and 
ow they work—so an application could, 
example, use the calender and mail to 
dule meetings automatically. 
doption of these technologies will be 
w. Applications need to be written to 
«e full advantage of them. Olivetti, among 
ers, has its own way of getting computers 
work together. Yet, together with 
rosoft's user interfaces, NewWave, 
ficeVision and rivals are already begin- 
ning to affect software companies. Lotus 
the spreadsheet king) and Ashton-Tate (a 
database magnate) owe much of their grip 
n their markets to the fact that millions of 
people have learned how their programs 
xk. But as all programs begin to work 
like, that will not matter so much. Pro- 
ams will sell on function rather than style. 
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Controlling gene expression 
Let's get together 


Fa cell in the human body contains 
thousands of genes, each of which tells 
the cell how to make a protein. Fortunately 
the cell does not make use of them all at 
once. Some genes, which make everyday 
proteins the cell is forever in need of, spend 
most of their time "switched on"; others 
may lie dormant for long periods. Since the 
cracking of the genetic code, scientists have 
been able to read genes as well as can their 
constituent cells. However they have only 
the sketchiest understanding of the ways 
genes are switched on and off. Hence their 
interest in the leucine zipper, a piece of mo- 
lecular cleverness that allows proteins to 
: stick to DNA. 

The story began several years ago, when 
_ Scientists in the Carnegie Institution of 
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Washington, in Baltimore, were trying to 
purify a protein called cyesp, which was 
known to bind to specific bits of DNA in rats. 
After considerable effort (the protein is 
present only in minuscule amounts) they 
found the gene which describes c/EBP. De- 
coding that gene, Dr Steven McKnight, Dr 
William Landschulz and col- 
leagues at the institution 
found the sequence of. 
amino acids that have to be 
put together to make the 
protein. 

From the sequence of 


amino acids, it is possible to adig 
make some inferences about regions 


the way in which the chain 
folds up to give the protein 
its final shape. Computer 
analysis showed that parts of 
C/EBP are similar to parts of 
other proteins. Some of 
these other proteins also bind to DNA. 

The exciting thing here was that two of 
these proteins are described by two genes 
called fos and myc. Damaged fos and myc 
genes help to cause cancer. That means that 
the proteins are probably involved in gene 
regulation—cancer commonly being a result 
of badly regulated genes. The structure that 
the cancer proteins and the rat protein had 
in common might hold the clues to the way 
that the proteins hold on to DNA, and help 
to either open a gene up for reading or hold 
it tightly shut. 

The structure the three proteins have in 
common appeared to be a sequence of 
amino acids arranged in a helix, like a spiral 
staircase with three and a half amino-acid 
steps to each turn. Every seventh amino acid 
turned out to be a leucine, a type of amino 
acid which has a small, chunky side-chain at- 
tached to it. So every two turns, the leucine 
side-chains stick out of the spiral. 

This motif led Dr Landschulz to an intu- 
itive leap. In 1988 he proposed two such he- 
lices could interlock. The leucine side- 
chains could fit together like the teeth of a 
zipper. So leucine helices on two different 
protein molecules could "zip up”, locking 
the two proteins together as a double act, or 
"dimer" as it is known in the trade. Two 
molecules thus joined might be able to grab 
à piece of DNA in a way neither could man- 
age alone (see diagram). It turns out that on 
zipper-bearing proteins there are positively 
charged regions upstream from the zipper, 
which would be attracted to the negative 
charges on DNA. 

Since 1988 other scientists have been 
busy confirming Dr Landschulz's hypothe- 
sis, and leucine zipper papers have cascaded 
over the pages of journals like Nature, Cell 
and Science. Leucine zippers have been 
found in other regulatory proteins in all 
sorts of mammals, as well as yeast. These 
proteins have been shown to form dimers. 
Dimers have been found where one protein 




















has zipped itself to another different one; 
the products of fos and jun (another gene 
which in its mutant state causes cancer) will 
happily zip together. j 
e zipper is now an established mem 

ber of the small but growing number of pro- 
teín structures clearly involved in binding to 
DNA and thus. regulating 
gene expression. Other 
such motifs are the "helix- 
turn-helix”, two helices 
bridged by a sharp, flat 
-turn, and the "zinc fin- 
gers" in which protuber- 
|; ant amino-acid loops are 
held in the necessary con- 
figuration by a positively 
charged. zinc atom. The 
leucine zipper is a little dif- 
ferent, though, in that it 
does not itself bind to 








DNA binds with dimer 


DNA 
Source: adapted trom Agture and Science 


DNA; it allows other parts of the proteit 
doso. ` 

The most intriguing thing about the zip- 
pers is the means they offer for a few pro- 
teins to undertake the enormously complex 
job of organising gene expression. Homo- 
dimers, where identical proteins get to- 
gether, or heterodimers, such as those of 
fos/jun products, might combine with 
slightly different DNA sequences and thereby 
trigger the synthesis of different proteins. 
Or the different types of dimer might have 
different effects on the same bit of DNA. Ei- 
ther way, four different proteins can arrange 
themselves in ten different dimers, Fuller 
understanding will come. when scientists 
know the details of the way the proteins get 
together. The best way to do that is to probe 
crystallised proteins with x-rays. Enlighten- 
ment may be quite quick; Dr McKnight and 
his group have just succeeded at the tricky 
task of crystallising C/EBP. 
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Moonlight and miscegenation 


ENCYCLOPEDIA OF SOUTHERN CULTURE. Edited by Charles Reagan Wilson and William Fer- 
ris. University of North Carolina Press; 1,634 pages; $49.95 


I" EVER there was a need to prove that 
America's South is different—dare one 
say superior—to the rest of the United 
States, it has surely ended with the publica- 
tion of this book. No other region of Amer- 
ica could have called forth a work of such 
size and scope. New England has a certain 
uniqueness; California has a "life style” all 
its own; the Midwest can even make some 
claim to represent the country as a whole. 
But only the South could give birth to a 
1,634-page, eight-pound celebration of its 
own distinctiveness. 

The delivery room was the University of 
Mississippi's Centre for the Study of South- 
ern Culture, itself a good indicator of south- 
ern self-confidence. The midwives were Wil- 

| Ferris, an anthropologist who enjoys 

king of himself as the "Diderot of 
Dixie", and Charles Reagan Wilson, an his- 
torian from Texas. These two men, helped 
by more than 800 scholars, toiled for ten 
years to compile essays on everything south- 
ern, from porches to pecans, L'il Abner to 
Little Richard, Jim Crow to Jesse Jackson. 
The result is as definitive a survey of the 
South as could be wished for. 

Historically the South has been both 
the cradle of American independence (see 
Jefferson, Thomas; Washington, George; 
Williamsburg, Colonial) and the only part 
of the country to have lost a war and been 
“occupied” by the victors (see Civil War; 
Lost Cause myth; Lee, Robert E.). It has pro- 
duced more than its fair share of leading 
politicians (see Long, Huey; King, Martin 
Luther; Wallace, George; Pepper, Claude; 
Helms, Jesse) and has a distinct environ- 
ment and agriculture (see cotton; 


armadilloes; tobacco; boll weevil; kudzu). 
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TORTENT 


The South, too, has its own literature 
(see O'Connor, Flannery; Faulkner, Wil- 
liam; Walker, Alice) and more popular-mu- 
sic traditions, perhaps, than the rest of the 
English-speaking world put together (see 
Ledbetter, Huddie; Presley, Elvis; Wills, 
Bob; Armstrong, Louis; Nelson, Willie). 
Hell, as a “good old boy” would put it, the 
South has even changed the way the world 
drinks (see bourbon; Coca-Cola). 

Wisely, the editors chose not to define 
too narrowly what they meant by “south- 
ern”. “The South", they write, “exists as a 
state of mind both within and beyond its 
geographical boundaries.” Tennessee Wil- 
liams did much of his writing in Paris; that 
does not disqualify him from being a south- 
ern writer. Members of the “diaspora of 
southern ethnic culture”, such as the black 
Alabamians of Detroit, are counted in. Con- 
versely, Washington, a town credited by 
John Kennedy with southern efficiency and 
northern charm, gets short shrift. The edi- 
tors apparently no longer see it as southern. 

Some of the entries are simply fun, not 
only informing but delighting lovers of the 
South. “Three topics upon which southern- 
ers never agree", the encyclopedia relates, 
"are religion, politics and barbecue." To 
find the best barbecue, the seasoned travel- 
ler should look at a barbecue restaurant's 
car park: “If he notices pickup trucks parked 
next to expensive imports, he knows the 
barbecue is good because everyone in town 
eats there." 

Wit aside, the authors also address the 
darker side of the South. “Violence” has a 
section to itself. There are entries for lynch- 
ing, miscegenation, segregation and chain 
gangs, and these are treated as dispassion- 


ately as urban leadership and the civil-rights 
movement. In “The Mythic South” even 
popular fantasies of the region are analysed, 
from fatherhood to “white trash” to 
“moonlight-and-magnolias”’. 

Alex Haley, the author of “Roots”, 
writes in the foreword that the encyclopedia 
“mirrors the very best of what has lately 
come to be called ‘the new South’.” 
Hodding Carter, another southerner, has 
found this more than a little significant. 
Some 27 years after federal troops put down 
a race riot at the University of Mississippi, 
Mr Carter notes, two of its scholars asked a 
black author to put his seal of approval on 
their work. Not without difficulty, the 
South has come a long way. 

——— 








Literary lives 


Poor Sylvia 


BrTTER FAME: A Lire OF SYLVIA PLATH. By 
Anne Stevenson. Houghton Mifflin; 413 
pages; $19.95. To be published by Viking 
on October 3 Ist; £15.95 


I A north London house once lived in by 
Yeats, Sylvia Plath put her head into a 
gas oven. It was 1962 and she was 30. Her 
two small children were upstairs, the win- 
dows open, wet towels filling the gap under 
the door, food and drink beside their cots. 
They were cold but safe in the morning; she 
was dead. To protect them from further 
publicity, their father Ted Hughes (reviewed 
on page 156) has said and written little 
about his wife. A powerful feminist myth 
has grown up around her to the effect that 
she was the victim of a philandering hus- 
band, abandoned to a lonely and inevitable 
death. Anne Stevenson disagrees. 

The research is impressive. Mr Hughes 
himself guardedly accepts a limited number 
of facts, but takes no responsibility for 
"other people's opinions.” His sister Olwyn 
is less reticent. She has provided so much 
material that the author acknowledges it to 
be “almost a work of dual authorship”. It is 


125 
























With Hughes in better days 


this collaboration, perhaps, that gives the 
book a rather disagreeable tone. Although 
affectionate friends are mentioned, the ma- 
jority bear lengthy and detailed witness to 
Sylvia Plath's virtually intolerable self- 
centredness. She was, it seems, incapable of 
„using words like "please" and "thank you,” 
let alone “I’m sorry”. She was given to mon- 
umental, obsessional sulking and she used 
silence, says one source, like nerve gas. 

The explanation offered for her behav- 
iour is quasi-psychological. Otto Plath, her 
brillant German father, died of untreated di- 
abetes when she was eight, leaving her with 
“a huge, sad hole" in her mind; almost at 
once America entered the war and she was 
subject to a vague sense of racial guilt as 
news of Nazi atrocities reached her home in 
Massachusetts. She grew up with a compel- 
ling need to put into writing her every emo- 
tion and every experience, thus trapping 
and perpetuating even fleeting anxieties. 
Only after -her death was it possible to dis- 
cover how much she forced reality into 
whatever mode she chose, 

In 1965 the publication of her Ariel po- 
ems showed the driving, seething hatred 
and fury that always lurked within her, and 
which she tried to suppress. In 1975 the 
publication of her letters suggested an en- 
tirely different girl, one with whom her 
mother could always be delighted, on whom 
the sun always shone, who signed herself 
"your happy Sivvy’’. Finally in 1982 came 
her journals, which chart painfully the strug- 
gles between the enraged poet and the All- 
American bobby-soxer, a titan war between 
“implacable Graeco-tragic fury and B-movie 
beatitude"'. She wanted badly to conform to 
the image of bright, respectable girl; at the 
same time she wanted life at its extremes. 

Miss Stevenson clearly admires the po- 
etry. Plath's verse play "Three Women” she 
hails as "the first great poem about child- 
birth in the language’’. She writes with com- 
passion and insight of Sylvia's early attempt 
at suicide (which nearly succeeded) and of 
her desperate need to express herself on the 
subject of herself, like Coleridge’s Ancient 
Mariner forever trapped in her own story. 

The difficulty comes when Olwyn 
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Hughes is allowed too free a 
hand. She quite obviously had 
little time for her brother's 
wife, and most of her anec- 
dotes concern trivial offences. 
She even adds a footnote to 
the account of Sylvia's last days 
when she told a friend that 
Olwyn disliked her. The foot- 
note calls this merely a bid for 
sympathy: if that were so, how 
sad that no sympathy came 
from her sister-in-law. 

There seems little doubt 
that Plath was not easy to live 
with, and that her husband 
should not be blamed for her 
death. She had twice destroyed his papers in 
a jealous rage and she had not been consis- 
tently nice to his friends. Yet she loved him, 
and for a long time he loved her, and, 
though it is scarcely mentioned, it was cer- 
tainly his adultery, when their son was a tiny 
baby, that precipitated the end of their mar- 
tiage. Miss Stevenson, in her efforts to be 
fair to Ted Hughes and to confound his 
wife’s hagiographers, may have gone too far. 
a 





East Germany 


In kindergarten 


THe Untovep Country. By Michael 
Simmons. Abacus; 184 pages; £4.99. To 
be published on October 5th 


UDDENLY there is a need to know more 

about East Germany, a country often ig- 
nored in the West, or else left to West Ger- 
mans to bother about. Now, East Germans 
are flocking west, both legally and by way of 
Hungary; the country's leader, Mr Erich 
Honecker, is ill, maybe dying; some of its 
communist neighbours are going capitalist 
and Mr Gorbachev does not seem to care. 
All this has raised doubts about the future 
of apparently stable East Germany, and with 
it the apparently stable postwar order in Eu- 
rope. Michael Simmons's book, written be- 
fore this summer's exodus from the East, 
could hardly be more timely. 

His subject could hardly be more elu- 
sive. The search for East Germany's roots— 
from Marx and Engels to Rosa Luxemburg 
and Clara Zetkin—teinforces the impres- 
sion that East Germany bases itself on an 
outrageously lopsided reading of history. 
The search is interspersed with travellers' 
impressions of Berlin, Dresden, Potsdam; 
yet all these places seem almost more alive in 
the past than in the present. Most elusive of 
all is a sense of truth about the country to- 
day: it is desperately hard to see clearly 
through the fog of official propaganda. 

The main certainty is that East Ger- 
many, for all its success in getting official rec- 


ognition from the outside world, remains a 
decidedly odd place. The country had 
glasnost galore well before Mr Gorbachev 
thought of it—but it all came from West 
German television, which most East Ger- 
mans can easily pick up. Young East Ger- 
mans want more glasnost at home, but risk 
getting themselves arrested when they chant 
the name of Comrade Gorbachev. 

East Germany's Communists, patron- 
isingly polite about perestroika, think they 
have little to learn from Russia. Their ver- 
sion of communism, they feel, is proving the 
most successful. East Germans work hard 
and they eat well. Service (unlike in much of 
communist Europe) is polite. There is “al- 
most no poverty". The majority, Mr 
Simmons claims, "seem for much of the 
time to be reasonably satisfied with life." 

But East Germany's relatively good liv- 
ing standards owe more than Mr Simmons 
admits to West German cash and privilesed 
access to the European Community. 
despite that help, the latest exodus shows 
that something is deeply wrong. Too many 
people wear uniforms or, Mr Simmons per- 
ceptively notes, seem to wear uniforms. 
There is too much pollution, too little 
home-grown glasnost, and young people 
have to wait too many years for their first 
fla. Like Mr Honecker himself, Mr 
Simmons seems to have underestimated the 
extent of these problems. 

East Germany is indeed an "unloved 
country”, not just in the West, but among 
its own citizens. One senses that Mr Simm- 
ons does not love it much either, though he 
does his best to be fair. It is, as one dissident 
describes it, "an authoritative kindergar- 
ten”. And its children want to grow up. 





Managing the dollar 


Corridors of 
impotence 


DoLLAR Pourrics: EXCHANGE-RATE POLL 
CYMAKING IN THE UNirED States. By LM. 
Destler and C.R. Henning. Institute for In- 
ternational Economics; 174 pages; $11.95 


ASHINGTON'S Institute for Inter- 
national Economics has a knack of re- 
leasing good studies at the right time. “Dol- 
lar Politics" examines the interplay of the 
Federal Reserve, the Treasury and Congress 
in exchange-rate policy. The book's release 
coincides with the annual meetings of the 
IMF and World Bank, beginning on Septem- 
ber 22nd, at which talk about the outlook 
for the dollar will flow as copiously as the 
cocktails. This is how think-tanks that want 
to be heard conduct themselves. 
The book's chapters on who does what 


are especially welcome. Plenty of earlier 
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books have explained the Washington me- 
chanics of budget policy (where Congress is 
in the lead), tax policy (where the adminis- 
tration has lately had a big say) and domestic 
monetary policy (where the Federal Reserve, 
amid heckling, rules). To outsiders, many of 
these procedures seem checked-and-bal- 
anced to excess. Exchange-rate policy. is 
even subtler—and less well understood. 

The powers of the Fed and the Treasury 
concerning intervention in the foreign-ex- 
change markets are particularly vague. By 
custom, the Treasury is in command, even 
though its instructions might make a non- 
sense of the Fed’s domestic monetary policy. 
In law, each could plausibly claim the right 
to intervene—and perhaps also the right to 
block the other. In giving a clear account of 
this and other aspects of the machinery as it 
has worked in the 1980s, “Dollar Politics” 
has a cautionary message. Plans for interna- 
tional co-operation on exchange rates call 

just for co-ordination between govern- 
ments (the easy part), but also for co-ordina- 
tion within Washington (not so easy). 

Some of the book's suggestions are less 


History in Israel 


helpful. Its idea that exchange-rate policy 
should focus on America's current-account 
deficit seems misguided. So long as budget 
policy is paralysed in Congress and the Fed's 
domestic monetary policy is rightly attuned 
to restraining inflation, the exchange rate is, 
in effect, a residual. If it were not, something 
else would have to play that role. For exam- 
ple, steering the dollar lower might require 
lower American interest rates. With budget 
policy unchanged, the residual would be 
higher inflation. 

If Congress and the administration 
could control the budget, they would in 
principle leave monetary policy free to steer 
the exchange rate without fear of inflation: 
an extra instrument of policy makes an extra 
goal attainable. But, even then, it would be 
better to aim for a broadly stable currency 
than to manipulate the dollar in pursuit of a 
target for the current-account deficit. One 
of the clearest lessons in “Dollar Politics" is 
that the link between the dollar and the defi- 
cit has become far too stretchable to be of 
much use to policymakers—whichever 
Washington faction they belong to. 


a 





When myths dissolve 


AST April a conference on the end of ls- 
rael’s War of Independence was 
organised by the Dayan Centre and the In- 
stitute for Zionist Research at Tel Aviv Uni- 
versity. This apparently parochial academic 
event sparked off one of the liveliest debates 
of the past decade. Old questions were 
raised, some as old as the State of Israel it- 
self. Did the Palestinian refugees run or were 
they pushed? Did Israel collude with King 
Abdullah of Transjordan to abort the birth 
^ in independent Palestinian state? What 
Britain’s role in all this? Why did Israel 
not capture (or “liberate’’) the West Bank at 
the end of the war when it had the military 
power to do so? And did it miss any chances 
for peace with the neighbouring Arab states 
immediately after the guns fell silent? 
Although the questions may not have 
been new, some of the answers were. Indeed, 
the conference staged the first public con- 
frontation between the majority of scholars, 
who still uphold the heroic Zionist version 
of events, and a handful of “new histori- 
ans’’—including Simha Flapan, Ilan Pappé, 
Benny Morris and this reviewer, Avi 
Shlaim—with a taste for declassified official 
documents and an altogether different per- 
spective. Mr Morris's latest book, “The 
Birth of the Palestinian Refugee Problem”, 
demolishes the tenaciously held claim that 
the Palestinians left Palestine on orders 
from their own leaders and in the expecta- 
tion of a triumphant return. My own book, 
“Collusion Across the Jordan", disputes the 
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claim of total Arab intransigence at the end 
of the war and argues that Israel was at least 
partly responsible for the stalemate that 
ensued. 

The counter-attack has been led by 
Shabtai Teveth, a distinguished journalist 
and biographer of David Ben-Gurion, both 
verbally at the conference and in a series of 
ferocious articles in the independent daily 
Haaretz and the September issue of Com- 
mentary. For many of the “old historians", 
the events in question do not yet belong to 


What's your version? 


history; they are the central experience of 


their lives and their country's finest hour. * 
For the Labour party's old guard, so accus- — 


tomed to perceiving Israel as the victim and 
to holding the moral high ground, it is par- 
ticularly disturbing to see the Palestinians 
portrayed as the victims of Israeli ruthless- 
ness. The work of the "new historians" is 
seen as unpatriotic and politically moti- 
vated, aiming to undermine not only the he- 
roic version of how Israel came into exis- 
tence but the country's legitimacy today. 

In fact, with the exception of the late 
Simha Flapan, who was a life-long peace ac- 
tivist, the "new historians" try not to mix 
scholarship with politics. Yet it is undeni- 
able that enemies of Israel, seeking ammuni- 
tion to use in the current political battle 
against it, will find some in the new histori- 
ography. They can argue, for example, that 
Israel was chiefly responsible for the dispos- 
session and exile of the Palestinians in 1948 
and that this “original sin" can only be expi- 
ated by allowing the Palestinians to have a 
state of their own in the territories occupied 
by Israel since 1967. Similarly they can argue 
that from the beginning, and despite all the 
rhetoric to the contrary, Israel has been 
more interested in territory than in peace, 
and that it therefore does not deserve either 
sympathy or support from the rest of the 
world 

Thus, in various ways, the new histori- 
ography cuts close to the core of Israel's im- 
age of itself. The "new historians" them- 
selves are not unduly troubled; after all, they 
are not in the business of perpetuating pop- 
ular mythology. They consider the Israeli 
public to be mature enough to come to 
terms with its past, warts and all. And they 
also believe that the debate touched off by 
the publication of their books serves a useful 
purpose in educating Israelis and others, es- 
pecially American Jews, about the complex 
origins of the Palestinian problem. All the 





127 


BOOKS AND ARTS - 

















BOOKS AND ARTS 








signs suggest that the debate will only inten- 
sify, and that the obscure conference at Tel 
Aviv University may turn out to be a crucial 
round in the long and arduous battle for Is- 
rael's soul. 





Cinema 
Who dares, wins 


VENICE 


HIS year's Venice Film Festival, a curi- 

ous mishmash of good, bad and indiffer- 
ent films, was redeemed by one impressive 
thing: the courage of the jury. At some festi- 
vals, it is customary to shrug off the jury 
awards as cowardly compromises; but this 
Venice panel (which included a Soviet direc- 
tor, Andrei Smirnov, and the cinema critic 
of The Times, David Robinson), actually 
saved the festival's honour. 

The Golden Lion winner from Taiwan, 
Hou Xiaoxian's “A City of Sadness”, was 
not a popular choice, although Mr Hou is 
one of the greatest film-makers in Asia. Ven- 
ice audiences do not respond readily to diffi- 
cult, contemplative films. “A City of Sad- 
ness” is a vast, sprawling chronicle of 
Taiwanese family life set during the turmoils 
of 1945-49, with fighting both among politi- 
cal factions and among local gangs. Mr 
Hou's style is deceptively plain: his camera 
stays still, and the viewer is drawn into the 
lives of his subjects—in prison, at weddings, 
at family dinners—as much by off-screen 
sound as by anything seen on the screen. In 
this slow way, piece by piece, Mr Hou mas- 
terfully sums up his enormous subject. 

The Special Jury Prize, equally idiosyn- 
cratic, went to a Georgian director, Otar 
Yoseliani, for "When the Light Fades”. This 
film, set in an unnamed African country, 
observes the life of a village invaded by a 
timber company. The company cuts down 
the trees and eventually incinerates the vil- 
lage. Mr Yoseliani embellishes his theme 
with much bizarre, magical detail, and stages 
it all with amazing virtuosity. A mobile cam- 
era, shooting almost entirely on rugged exte- 
riors, climbs trees and traverses rivers; it also 
creates a rainstorm of staggering beauty. At 
times, viewers may suspect that Mr Yose- 
liani is seeing these people as “happy sav- 
ages", but his conclusion is stark: a village 
family is reduced to selling mass-produced 

ines of its rain god on the city streets. 

The Silver Lion was shared between 
"Death of a Tea Master" by Kei Kumai, 
from Japan, and “Memories of the Yellow 


Our piece last week on Prince Charles and the ar- 
chitects unfortunately confused Richard Rogers, 
the architect of the Pompidou Centre and the 


Lloyd's building, with William Rodgers, the direc- 
tor-general of the Royal Institute of British Archi- 
tects. Our apologies. 
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House" by Joao Cesar Monteiro, a Portu- 
guese. The Japanese film, about an investiga- 
tion into the death of an expert in the tea 
ceremony, is a beautiful but rather solid pe- 
riod piece; the Portuguese entry, on the 
other hand, is a cross between Beckett and 
Kafka. The diminutive "hero" (played by 
the director himself), obsessed with ail- 
ments, pills and an uncontrollable libido, 
wanders round a town, is shut up in a men- 
tal asylum and eventually emerges from a 
sewer, like a latter-day Dracula let loose on 
the world. 

Not, perhaps, the usual sort of film to 
win prizes; and the jury did other daring 


things. It recognised that the Franco-Belgian 
film "Australia", a dull piece co-starring 
Jeremy Irons and Fanny Ardant, was res- 
cued by the exceptional outback photogra- 
phy of Yorgos Arvinitis, a Greek camera- 
man. Mr Arvinitis has laboured for many 
years for Theodor Angelopoulos, a much-re- 
warded Greek director, without recogni- 
tion. And it delivered a slap in the face to 
the French, who had expected to win the 
Golden Lion with Alain Resnais’s new film 
“I Want to go Home”, awarding Jules Feiffer 
a gold medal for the script but otherwise ig- 
noring it. Brave stuff. 

-m 














Crow turns kind 





OR some years now, Ted Hughes has 

filled the role not only of Poet Laure- 
ate, but also of Britain’s most trusted 
modern nature poet. This role has some- 
times seemed bizarrely at odds with the 
poetry itself. In works such as “Crow” 
and “Pike” the natural order—far from 
being green and pleasant—is full of Dar- 
winian terror. Even the snowdrops are 
“brutal” in pursuit of their own ends; 
even the gnats dancing in the evening air 
are being ridden to death by their own 
bodies. Mr Hughes is a master of in- 
tensely forceful effects, but he could be 
accused—and was—of seeing in nature 
only what suited his violent purposes, 
and of engaging with the human world 
barely at all. 

In recent works, however, his voice 
has become more moderate. “River”, 
published in 1984, dealt with lower or 
“colder” life forms—eels, insects, fish— 
in a less full-blooded tone. He has begun 
to talk (as in “Moortown Diary”, which 
deals with farming in Devon) about the 














problems of modern rural life, rather 
than dwelling on the elemental, hidden 
and menacing England of his earlier 
works. Now, in WOLFWATCHING*, his 
fourteenth collection of poetry, he de- — 
scribes his father, his relatives, place 
from his Yorkshire past: and he writes in | 
a conversational, unviolent, open-ended 
style. Although his subjects are individ- 
uals whose lives are shaped early on by 
crucial or violent experiences, these are 
poems of character rather than fate. For 
Mr Hughes, it is a decided change of 
voice. 

The wolves in “Wolfwatching” are a 
case in point. The wolf has always been 
one of Mr Hughes's most necessary alter 
egos, typically wild and violent. His sub- 
jects in the poem, however, are two 
wolves penned up in London Zoo; and 
though their captivity may be grim, he 
writes about it with scrupulous calm. In- 
deed, the wolves are not far in character 
from stuffed museum specimens: 

























He yawns 

Peevishly like an old man and the yawn goes 
Right back into Kensington and there stops 
Floored with glaze. Eyes 

Have worn him away. Children's gazings 
Have tattered him to a lumpish 

Comfort of woolly play-wolf. He's weary. 











Whereas in his early poetry Mr Hughes 
gave authoritarian accounts of the es- 
sence of Thrush or Hawk, he now takes a 
milder approach. Sometimes, he is al- 
most genial. The book's cover is a photo- 
graph of an eighteenth-century Japanese 
carved ornament, a humanised fairy-tale 
wolf erect on its hind legs, watching the 
reader with curiosity. "Wolfwatching" as 
a whole breathes a spirit of evenhanded- 
ness, evident even in the order of the po- 
ems. The book begins with a fine classic 
Hughes piece about a sparrowhawk de- 
scending for the kill; it ends with a poem 
about a dove ascending, "wings snicker- 
ing" into the blue. 



























*Faber; 55 pages; £8.99 
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For the Active Professional 
Your doctorate can make a difference. 
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Do you sometimes feel 
like Robinson Crusoe? 






You survived the storm. Now, you have to learn to do more with less, take on 
you never did before, and, more than ever, have an eye to the future. Because, loom- 
ing on the horizon, you can see competitors here and abroad getting stronger all 
time. 

Survival in the 90's will depend on whether or not our best leaders can continue 

to leam—as Crusoe did — to make use of every resource to meet new 
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Oct. 1-6, 1989 * March 4-9, 1990 
Oct. 14-19, 1990 
Nov. 5-17, 1989 * April 22- May 4, 1990 





May 6-18, 1990 
April 29-May 4, 1990 
Oct. 29-Nov. 3.» Dec. 3-8, 1989 * Jan. 14- 19» Sian 1-6, 1990 





April 17-20, 1990 


Evaluation of Capital Projects: Appraisal in Uncertain Environments’ Feb, 25-March 2, 1990 


May 13-18, 1990 
March 18-23, 1990 
Oct, 8-12, 1989 + Nov. 5 
April 16-20, 1990 


-9, 1990 


Please return the attached coupon to receive a detailed brochure for each program. 


ae eÀK s —— i om — X. vui eium ae € 


. COURSES 










- HOME STUDY COURSE in economics. 
A tesson study that will throw light 
5j0n today's baffling problems. Tuition 
- tree~smail charge for materials. Write 
“Henry George institute, 121 E 30th 
, Street, New York, NY 10016, USA. 
















GERMAN FOR 
BUSINESS EXECUTIVES 


in view of EEC opening in 1992. 
Ue intensive way to learn German 
in beautiful Devon Manor House, 
full board. Courses given by 


Taking the GMAT or GRE exams? | | Serpan teacher and Economist 


We CAN help Translation service available. Telex: 910-240-5959 

course details, contact: GBC, 10 St Brannocks Road, il- UPCOMING PROGRAMS 

; erc Associates, PREEPOST, fracombe, North . [3 EXECUTIVE MANAGEMENT PROGRAM 
Tel: 01-993 3989/5380. 63020. ; 5 * January 14 - February 9, 1990 
For GMAT texts, contact: * June 3 - 29, 1990 

Ane Servico, FREEPOST, e July 15 - August 10, 1990 


utsford, Cheshire WA16 7Bh. * September to December, 1990 (one week cach month) 





















EXECUTIVE PROGRAMS 
310 Business Administration Building 
The Pennsylvania State University 

University Park, PA 16802 : 
Phone(814)865-3435 FAX (814) 865-3372 = 

















aaas Korean o- L1 ENGINEER/SCIENTIST AS MANAGER PROGRAM 
YOURSELF bic ^ Perse * February 18 - March 2, 1990 
Bulgarian Polish * October 14 - 26, 1990 
ONE OF bina Portuguese x 
am; ian Russian CN 
Serbo — (2 PHYSICAL DISTRIBUTION AND MATERL LS MANAGEMENT 
40 aa February 11 - 23, 1990 


Swahili 
LANGUAGES Swedish L] INDUSTRIAL SALES MANAGEMENT PROGRAM 
INONIY EX Thai March 18 - 23, 1990 


Tswana 


60-80 Tun Ul FINANCIAL CONCEPTS FOR GENERAL MANAGEMENT 
TOTAL NATURAL IMMERSION April 8 - 13, 1990 
with French participants for 7 


| intensive days in the DORDOGNE 
Cháteau LA VALOUZE BUDICKFORUIT: M RUE COMPANY 















NAME 
















J.L Lefevre CIEL.BP.180 FRE SPUR 
Suite 32 CATALOGUE D ADDRESS 
24400 LA ROCHE CHALAIS, Pratica e 01-937 1647 


Tel: 539144 28 


BERKELEY EXECUTIVE EDUCATION 1990 
Eniversity of California, Berkeley 









> Commpétitive Marketing Strategies: Management Development, July 22-27, 
For High-Tech Products, March 4-9, Berkeley 


Berkeley, and Oct. 14-19, Sturbridge, Mass. Be Competitive Strategies and Public 
For Service Businesses, July 15-20, Berkeley ” Policies for Telecommunications 









For Consumer Products, Sept. 23-28, Berkeley Companies, Nov. 4-9, Berkeley 
» Advanced Strategic Market Planning and » The Berkeley Program in Executive 
Analysis, March 11-16, Berkeley Compensation, June 10-15, Monterey, Calif. 





> Corporate Financial Management and d Custom-Designed Programs 
Strategy, May 13-18, Monterey, Calif. 





The Berkeley Executive Program, For further information: Betty R. Robinson, 





Sept. 30-Oct. 26, Berkeley Administrator, Berkeley Executive Education, 

University Extension, Dept. 587, University of 
Managing High-Technology Companies, California, Berkeley, California 94720, USA 
March 25-30, Berkeley, and Oct. 14-19, Sturbridge, Telephone: (415) 642-4267, ext. 587 


Fax: (415) 643-8683 


























EUROPEAN CONFERENCE 
ON DEBT AND CONSERVATION 


ZURICH, 2./3. NOVEMBER 1989 


WHAT HAPPENS 
AFTER 1992? 


Many companies are becoming increasingly aware of the 
likely impact of the Single European Market, but need the 
benefit of informed opinion to formulate longer-term 
strategic plans. 
How best to create new corporate alliances? 
Will trans-frontier obstacles really disappear? 
How will relations with Eastern Europe change? 
Can a transnational approach to transport policies 
be achieved? 
@ How much of an illusion is Britain's economic 
miracle? 
Find out at a one-day CONFERENCE on TUESDAY 17 
OCTOBER in ROCHESTER, KENT. 


Speakers include David Williamson, Sec. Gen. of the EC in 
Brussels, Alastair Morton, Co-Chairman of Eurotunnel, 
John Young, UK Economic Adviser, Lloyds Bank and William 
Wallace, Deputy Director Royal Institute of International 


Third World Debt involves both financial and ecological risks on a 
global scale. There is a need for a careful assessment of interactions 
between these risks and of ways to cope with them. This conference 
offers a unique opportunity for information on these issues and for 
dialogue between members of financial institutions and of institutions 
concerned with international environmental affairs. 


Speakers and conveners include: 
Y.J.Ahmad, UNEP, Nairobi; 

K.S.Fuller, WWF, USA; 

F.Leutwiler, ABB, Switzerland; 
W.K.Reilly, EPA, USA; 

R.Sevilla, Fundacion Natura, Ecuador; 
G.Tammes, NMB Bank, The Netherlands. 





The conference is organized by: 

WWfFJnternational; Environmental Studies Programme, Dartmouth College, USA; 

Human Ecology Group, Swiss Federal Institute of Technology, Zurich. 

The organizers gratefully acknowledge the support of the Germon Marshall Fund of the Unite: 
States. 


Cost: £150 + VAT. 

Kent Economic Development 

Board, Brenchley House, 
Week Street, Maidstone, Kent ME14 IRF. 
Tel: 0622 679976. Fax: 0622 687351. 
Phone Patsy Smith for more details. 


For further information please contact: Conference Secretariat, Satellite Office Somvix, 
7175 Somvix, Switzerland; Fax 0041 1 362 5197 








Will Your Organization Outlast Wharton 


The Competition? 










Do your senior executives Participants are challenged and 
l possess the vision to take your motivated as they continually 
T organization into the next apply new perspectives to 
E. century? enhance their organization's 
The Wharton Advanced competitive edge. 
Management Program devel- Nominations are now being 






ops senior executives' vision by 
addressing the intensity of 
competition, the rapid pace of 
change, and the challenges 
presented by emerging tech- 
nologies. With this perspec- 
tive, the critical elements of 
competing globally for market 
share, capital and human 


accepted for the April 22-May 
25, 1990 and September 9- 
October 12, 1990 Programs. 


To learn more about how you 
can prepare your company 
for tomorrow's business chal- 
lenges, mail/fax this ad 

to the Wharton Advanced 



















resource talent are explored 
in depth. 


Management Program, Aresty Title 


Institute of Executive Educa- 








tion, The Wharton School of —— 
During this intensive five- the University of Pennsylvania, Business Phone 
week Program, content is Philadelphia, PA 19104-6359. 
targeted to the competencies Phone 215,898. 1776, ext. 716, pagos "cervicem Lem. DW 


required by senior executives. 





Fax 215.386.4304. 








POINTMENTS 


SEA FISH INDUSTRY 
AUTHORITY 


ECONOMIST SEA FISH 


Fixed term 3 year contract, salary c. £12K) 


ECONOMICS RESEARCH ASSISTANT 
(Fixed term 2 year contract, salary c. £10K) 


Based in Edinburgh, both posts will primarily involve work on 
tudies of the North Sea and irish Sea Fisheries being 
ündertaken in co-operation with establishments in other 
European countries on behalf of the EEC. Applicants must be 
gracuates in Economies with a knowledge of econometrics. 
|. For the position of Economist, at least 2 years’ experience in 
industry, ideally the fishing industry, is required. 


'pplications, including cv to: Mr. N. McKellar, Chief 
onomist, Fishery Economics Research Unit, Sea Fish 
‘industry Authority, 10 Young Street, Edinburgh, EH2 4JQ 
U.K. Tel: 031 225 2515. 


French Engineering Consultants 


We participate in development programs essentially 
financed by international organizations (World Bank, 
Asian Development Bank...). BCEOM head office is 
located in Paris with its Hydraulics and Rural Development 
Division in Montpellier Agropolis. The company is working 
in more than 50 countries and has field missions 


throughout the world. 


For FLOOD CONTROL AND RURAL DEVELOPMENT 
projects in South-East Asia, we are looking for 


Engineers, available for short-and long-term assigments, 
with an experience > 10 years in hydro-agricultural 
projects, particularly in S.E Asia : water resources policy, 
flood control, water regime studies with mathematical 
modeling, development possibilities, control and 
regulation structures... 

Attractive salary, depending upon qualifications, age and 
experience. Housing and car provided, plus usual benefits 
of expatriates. 


Please apply by sending full details on background and 
experience to : BCEOM - J.M. GLASMAN 
Human Resources Department 
15, Square Max Hymans - 75741 PARIS 
Cedex 15. Fax : (1}43.35.03.22 
_ TELEX : 250 618F - tel : (1)42.79.48.00. 


En 
.NU 


NATIONAL UNIVERSITY OF - 
SINGAPORE 


DEPARTMENT OF ECONOMICS 
AND STATISTICS 


Applications are invited for teaching appointments in the Depart: 
ment of Economics and Statistics from candidates who possess a. 
relevant PhD degree and preferably be able to teach in more than: 
one of the following areas: 


Asean Economies 

Demographic Economics 

Economics of Banking and Financial Institutions 
Macroeconomics 

Microeconomics 

Financial Economics 

industrial Organisation 

Managerial Economics 

Public Sector Economics and Public Finance 
Comparative Economic Systems 

Labour Economics 

Actuarial Statistics 

Multivariate Analysis 

Statistical Computing 


Statistical Theory p 
Besides appointments on normal three-year contracts, visiting 
appointments for one or two years will also be considered. 
Gross annual emoluments range as follows: 
Lecturer $$50,390- 64,200 
Senior Lecturer $$58,680- 100,310 
Associate Professor $$88,650- 122,870 
(STG £1.00 = $$3.03 approximately) 


The commencing salary will depend on the candidate's qualifica- 
tions, experience and the level of appointment offered. "E 


Leave and medical benefits will be provided. Depending onthe . 
type of contract offered, other benefits may include: provident 
fund benefits or an end-of-contract gratuity, a settling-in allow: 
ance of $$1,000 or $$2,000, subsidised housing at nominal rentals < 
ranging from $$100 to $$216 per month, education allowance for 
up to three children subject to a maximum of $$10,000 per annum - 
per child, passage assistance and baggage allowance for the 
transportation of personal effects to Singapore. Staff members . 
may undertake consultation work, subject to the approval of the 
University, and retain consultation fees up to a maximum of 6096 
of their gross annual emoluments in a calendar year. 


The Department of Economics and Statistics is a department in the . 
Faculty of Arts and Social Sciences. There are eight faculties in the . | 
National University of Singapore with a current student enrol- = 
ment of some 14,600, All departments are well-equipped with a 
wide range of facilities for teaching and research. 


All academic staff-have access to the following computer and 
telecommunication resources; an individual microcomputer (an 
IBM AT-compatible or Apple Macintosh); an IBM mainframe 
computer with 16 MIPS of computing power; an NEC SX super- 
computer with 650 MFLOPS of computing power; departmental 
laser printers; a wide spectrum of mainframe and microcomputer 
software; voice-mail; BITNET to access academic institutions 
world-wide. in addition, a proposed campus network based on ^ 
state-of-the-art optical fibre technology will be installed by 1990 
to facilitate resource sharing and electronic communication for. 
the academic community. 


Application forms and further information on terms and condi- 
tions of service may be obtained from: 


The Director NUS Overseas Office 
Personnel Department Singapore High Commission in 
National University of London 
Singapore 5 Chesham Street 
10 Kent Ridge Crescent London SW1 
Singapore 0511 United Kingdom 
Tel: 01-235 4562 


quiries may also be sent through BITNET to: PERSDEPT 
VM, or through Telefax: (65) 7783948. i 















At the Faculty of Law 
and Economics of the 
‘University of Zurich is a 
new position as 


Professor of 
Business 
Administration 

particularly 

Organisation 
(Organisational 
. Behaviour) 


vailable at the begin- 
ng e the winter term 


































position will re- 
evene and teaching in 


fleld of organisation at 
the doctoral studies. 


Applicants should have 
.8 doctorate degree in 
the relevant field, an ex- 
cellent teaching record 
and research Nc 
ence demonstrated b 
high ^ quality publi- 
cations. 
While initial teachin 
may be in English appli- 
-J cants are required to 
learn German within 
'two years. 


Applications deadline is 
November 30, 1989, to 
‘the Dean of the 
“Rechts- u. staatswis- 
senschaftlichen Fakul- 
tät der Universität 
Zürich, Rämistrasse 71, 
CH - 8006. Zürich 
(Switzerland)". 





















































University of London 
TWO CHAIRS OF MANAGEMENT 


imperial College of Science, 
Technology and Medicine 


The Senate invites applications for two Concerned with its relevant practice. 

Chairs of Management tenable at Im- Applications (ten copies) by 23 October 
perial College of Science, Technology 1989 to Miss E. P. Cox, Personnel his business. Researching my specialty. Flex- 
and Medicine. Applications from candi- F Ge Relocat ; 
dates with strong specialisation in the — 2AZ, from whom further particulars a: Aapon desioi: 
area of Finance, Marketing or Opera- should first be obtained. 


| AFRICA | 


Agricultural Economist 


Ref AH375/MMcD/TE 


Along with three other senior staff, you will be required to assist in the establishment and 
successful development of a new Farming Systems Research Unit for the Cocoa Research 
Institute of Ghana (CRIG). The Unit will undertake trials on farms to evaluate technology 
generated at CRIG and will also conduct on-farm surveys aimed at identifying constraints on 
production to ensure that subsequent research is relevant to farming needs. The appointment 
will be for 3 years. 


QUALIFICATIONS 

Applicants should be British Citizens with a post-graduate degree inAgricultural Economics, 
At least five years’ experience is required, preferably involving the economic evaluation of 
technological packages at farm level and the assessment of economic constraints to small 
farmers in the humid tropics. You should also be capable of working within a small, multi- 
disciplinary team and have an aptitude for passing on your skills. 


ZIMBABWE 


Agricultural Economist 


Ref AH373/DS/TE 


Based at the Chiredzi Research Station, you will join a current agricultural research 
programme seeking to identify ways to improve agricultural production and incomes for 
smaliholders on irrigated and rainfed land in the south-eastern lowveld of Zimbabwe. Your role 
will be to investigate farming systems, conduct socio-economic surveys of both on-station and 
on-farm trials and then analyse and report the results to the Station Director You will also be 
required to provide training for recently graduated agricultural economic staff. The appointment 
will be for 2 years. 


QUALIFICATIONS 
Applicants should be British Citizens, with a degree or post-graduate qualification in 
Agricultural Economics and five years’ field experience, preferably in farming systems. 


TERMS OF APPOINTMENT 

You will be on contract to the British Government, on loan to the relevant overseas 
government. Salary will be in the range £22,300 p.a. to £28,425 p.a. (UK taxable] and 
additional benefits include children's education allowances, free accommodation and 
passages, and annual fare paid leave. Variable tax free overseas allowances are also payable 
These are currently £2,058 p.a. (single) up to £4,141 p.a. (married) in Ghana; and £1,280 p.a. 
(single) up to £1,989 p.a. (married) in Zimbabwe. 

For details and application form, please write quoting the job title and appropriate ref. to: 
Appointments Officer, Overseas Development Administration, AH220, Abercrombie House, 
Eaglesham Road, EAST KILBRIDE, Glasgow G75 8EA. Or tel: 03552 41199 ext 3367. 


«4» OVERSEAS 
[2729 DEVELOPMENT 


BRITAIN HELPING NATIONS TO HELP THEMSELVES 





tions Management will be particularly 


welcome; APPOINTMENTS 
The Professors appointed will be re- ayra arpg 

sponsible for undergraduate and post- WANTED 
graduate teaching in the Management 
School. Each Professor will also pro- 
mote research in her/his field and be 




















ENTREPRENEURIAL SPIRIT 
with writig/business/environmental back- 
round, probiem-solver, seeks employer with 
‘vision’ to see how my experience can assist . 










s : ible, team er, organised, self-starter. 
Officer, Imperial College, London SW7 | PE team payer orga 









Elaine Kokoska, 126 Woods End Road, Fait. : 
field, CT 06430, USA. Tel: (203) 259-2757. - 













|. APPOINTMENTS 


e 


REGIONAL ADVISER ON TECHNOLOGY 
TRANSFER AND DEVELOPMENT 


The Economic and Social Commission for Asia and the Pacific (ESCAP) 
seeks a qualified person to serve as Regional Adviser on Technology 
Transfer and Development in the Division of Industry, Human Settlements 
and Technology. Under the direct supervision of the Division Chief, the 
voselected candidate will provide advisory services to member countries of 
~ ESCAP on promotion of technology transfer and development. 


Advance university degree in social sciences and/or technology related 
ubjects with a background of legal affairs are essential qualifications. PhD in 
the above fields. would be an asset. Extensive experience in the field of 
tansfer of technology, contractual and legal matters, as well as international 
: commercial practices and negotiations are highly desirable. Proficiency in 
| English is essential, knowledge of other UN working language(s} is 
preferable. Post open both to male and female candidates. Initial appoint- 
ment of one year starting 1989 with possibility of extension. 


i Apo vib iem vitae and reference by 10 October 1989 to 
Chie! Personnel Section, Division of Administration, ESCAP, United 


, Rajdamnern Avenue, Bangkok 10200, Thailand. 









































; THE AUSTRALIAN NATIONAL UNIVERSITY 
‘Applications are invited for appointment to the following positions: 


RESEARCH SCHOOL OF SOCIAL SCIENCES 
DEPARTMENT OF ECONOMIC HISTORY 


PROFESSORIAL FELLOW AND RESEARCH FELLOW/ 
SENIOR RESEARCH FELLOW 


Following the election of Professor G. D. Snooks to the Timothy Coghlan 
Chair of Economic History, applications are invited from scholars for the 
above two posts. The focus of the School's work in Economic History will be 
on quantitative and analytical economic history. It is intended to develop 
two major research projects over the next five years: the first will concern the 
role of human capital/household activities in Australian economic develop- 
ment (with international comparisons), and the second will depend largely 
upon the research interests of the successful Professorial Fellow. Applicants 
forthe Research Fellowship shoyld be willing to contribute to the human 
:. capital/household project. 


Applicants should indicate the position (possibly both) for which they wish to 
be considered. 


..': Please write to the Registrar or to the Director, RSSS, for further information, 

quoting reference number before submitting an application to the Registrar. 
"Professor Snooks can be contacted on (08) 275 2849 or (08) 275 2349. 
:« Further information is also available from Appointments (36912), Associa- 
tion of Commonwealth Universities, 36 Gordon Square, London WC1H OPF. 


losing date: 31 October 1989 Ref: SS: 7.9.1. 


© zalary: Professorial Fellow A$59,482 per annum; Senior Research Fellow 
A$43,104-A$51,141 per annum; Research Fellow A$31,259-A$40,622 per 
; annum. APPOINTMENT: Professorial Fellow, to retiring age 65. Senior 
~ Research Fellow/Research Fellow up to three years, possibility of extension 
to five years. Applications should be submitted in duplicate to the Registrar, 
The Australian National University, GPO Box 4, Canberra ACT 2601, 
Australia, quoting reference number and including curriculum vitae, list of 
publications and names of at least three referees. The University reserves the 
right not to make an appointment or to appoint by invitation at any time. 


THE UNIVERSITY IS AN EQUAL OPPORTUNITY EMPLOYER 



























































- BUSINESS OPPORTUNITIES 


BUSINESS OPPORTUNITY IN MALTA 


Owner of a retail complex of 2,800 square feet (260 square metres), finished to the 
highest specifications and situated in a prime site in Sliema (influential residential 
and tourist market orientation), seeks to make a franchise, joint venture, 
partnership, sole trading and distribution agreement or outright sale. 

The retail complex is fully equipped with shop fittings and makes an ideal outlet for 
Fashion Clothes, Shoes, Toys, Games and Stationery, Natural Health and 
Pharmaceutical Products, Record Centre and Hi-Fi Equipment, Novelties or 
Household Goods and Appliances. Full details will be supplied. 


Please write to: 















The Manager 
26 Pietro Floriani Street, Floriana — Malta 
Fax: (356) 448273. Teiex: MW 423. 





SEPTEMBER 23:1989 





AUTOMOTIVE RESEARCHER 


Major. New York brokerage firm seeks European-based individual with 
background in European automotive industry research and direct auto 
industry experience as member of global auto research team. Abi 
deal directly with auto industry executives is required; experience 
same preferred. Work involves. analysis’ of economic; vehicle. mar 
manufacturing and financial trends: ^ i E. DESEE 


Initial salary dependent upon qualifications and experience. 
interested candidates should write in confidence to: 


Jeffrey Sprague 


1285 Avenue of the Americas/9th Floor 
New York, NY 10019. 
USA 
Please state current salary and enclose a curriculum vitae. 





























UNIVERSITY OF WATERLOO 
Department of Economics 


CHAIR © 
Department of Economics | 


ition of Chair of Economics at the 




















will ba. given 
nent Equity `: 
n appointment ; 


in accordance with Canadian immigration requirements priori 
Canadian Citizens and Permanent Residents. The University is an E. 
Employer and particularly encourages applications from women. 
commencing 1 jember 1990 is preferred. 
Applications will be considered to 31 December 1989. 
A letter, detailed curriculum vitae and names of three references should be sent to Dr 
Robin K. Banks, Dean of the Faculty of Arts, University of Waterloo, Ontario, 
Canada N2L 3G1. Fax: 519-884-8995. i 















































PAENLEY@CENTRE| 


Economic Consultancy | 
(Central London) 


The rapid expansion of the Henley Centre’s services has 
brought about two vacancies for Economic Analysts to 
work on regular forecasting publications and. client« 
specific consultancy projects. 


Applications are invited from economists with at least 
two years work experience. A knowledge of applied. 
econometrics is essential. The ability to write clearly to 
tight deadlines is also important. 


The successful candidate will join an experienced group | 
of analysts with access to up-to-date computing re- 
sources. Individual responsibility is a major feature of 
both posts. Salaries will be competitive reflecting qualifi- 
cations and experience. 







Apply in writing, enclosing CV and stating earliest 
starting date to: 
John Rigg, 
The Henley Centre for Forecasting Ltd, 
2 Tudor Street, London EC4Y 0AA 








APPOINTM 







UNIVERSITY OF CALIFORNIA 
SANTA BARBARA 


FACULTY POSITIONS IN ECONOMICS 


The Department of Economics has Assistant Professor posilions in Finance, 
Economic Theory. and Econometrics to begin July 1, 1990. Qualifications 
_ Include a notable academic record and demonstrated ability in teaching and 
-esearch scholarship. Completion of the PhD is usually required at the time 
ol appointment. Salary dependent upon qualification. 
Candidates should submit a curriculum vitae, published and pre-published 
į work, evidence of teaching performance and at least three letters of 
< recommendation. Send all materials to Professor Perry Shapiro, Chair, 
~ Department of Economics, University of California, Santa Barbara, CA 93106. 
_ Applications will be accepted until the position is filled. Refer to the position 
< -number when responding to this advertisement: 








` The University of California is an Affirmative Action/Equal Opportunity 
employer. Proof of US citizenship or eligibility for US employment will be 
. required prior to employment (Immigration Reform and Control Act of 1986). 


INSTITUTE OF FINANCE 
AND ACCOUNTING 


RESEARCH 
FELLOWSHIP 


- "Applications are invited for a Research Fellowship in the Institute of Finance and 

Accounting at London Business School. The Institute is Europe's leading research 
; centre in finance and offers an excellent research environment as well as first 
class research support. Research fellows in the Institute have opportunities to 
teach on the School's MBA, PhD and executive courses, 

: Applications are welcomed from candidates with research experience in any 
aspect of financial economics including corporate finance, portfolio investment, 
‘financial intermediation and financial regulation. Candidates must have {or expect 
to complete in the near future) a PhD in financial economics or in a closely related 

,., branch of economics. 

* The position is for three years in the first instance and is renewable. 
Applications, with three copies of a curriculum vitae and the names of three 
referees, should be sent before Friday 6 October 1989 to: Professor S.M. Schaefer, 
Director, Institute of Finance and Accounting, London Business School, Sussex 
Place, Regent's Park, London NW1 4SA, UK. 


LONDON BUSINESS SCHOOL 


A leading international Engineering and Management Consulting 

Firm is expanding its activities in South East Asia. Qualified 

individuals are invited to apply in writing (detailed CV and 

availability status) for the following positions: 

1) Management Specialist (Public Administration) 

2) System Analyst/MI8 

3) Training Specialist. (Management, Urban Planning, 
Roads) 

4) Manpower Planning Specialist 

5) Regional Planner 

6) Tropical Agronomist (Swamps) 

7) Hydraulic Engineer (Drainage) 

_ 8) Construction Supervision Engineers (Barrages and 
major Hydraulic Works) 

Candidates must have a University Degree, and a minimum of ten 


years’ experience. Previous experience in the South East Asia/ 
Pacific region is highly desirable. Application should be send to: 
The Economist Newspaper 
Box 52 
1392 Princes Building 
10 Charter Road 
Hongkong 
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AGRONOMIST 


One Agronomistis required to assist farm manager on 1,500 hectare farm 
in Nigeria. Aged between 30-55 years. Well experienced in the growing 
of tropicai fruits. 

Presently 1,200 hectares of large quantities of oranges and pineapples 
and 300hectares ofsmaller quantitiesof papaya, guava and passionfruit. 
Farm is located 20km from Port Harcort, Rivers State, Nigeria. Transport 
supplied as required. Accommodation is in staff quarters on the farm. 
Please reply stating age, qualifications, experience ett to: W. G. Byng, 


Technical Manager, Famap (Nig) Ltd, 8 Cinnamon Row, Plantation 
Wharf, London SW11 3TW. 


RESIDENT ADVISOR HEALTH 


FINANCE ZAIRE 
Immediate availability 


International development assistance organisation seeks financial management special- 
ist with interest in health for placement in Zaire for up to one year. Advisor vald canst 
Ministry of Health in developing improved accounting and financial management 
information systems, designing training courses, and studying potential alternative 
pricing schemes for health. 


Requirements are a masters degree or higher in business, economics, public administra- 
tion, public health, or the equivalent, fluent. French, several years’ experience in 
financial management and/or accounting, working experience in Africa or another 
developing region, and knowledge of computer accounting and spreadsheet systems. 


Applicants should send curriculum vitae by 10 October 1989 to. HCF Unit, JSI, 1100 
Min Bivd, 9th Floor, Arlington, VA 22209, USA. Tel: 703-528-7474, Fax: 703-528. 


HEAD OF FINANCE 
AND ADMINISTRATION 


The World Development Movement is Britain's main pressure 
group on Third World issues, and is supported by the major 
aid agencies and the churches. This is a new post in WDM's 
management team and includes managing staff working on 
finance and membership and developing computers and 
other office systems. Salary on the scale £14,353-£16,443 
(includes London Weighting). 


Full details, a job description and an application form, to be 
returned by 29 September, from WDM, Bedford Chambers, 
Covent Garden, London WC2E 8HA. Tel: 01-836 3672. 


STATISTICAL 
RESEARCHER 


The Financial Times has a vacancy for a Statistical Researcher to 
assist in the collection and preparation of economic, statistic and 
tabular information for journalists. 


We are looking for a graduate, preferably with a background in 
economics; you will be using published and electronic information 
therefore experience in statistical database searching would be 
useful. 


Thirty-two and a half hours p week with occasional night and 
Sunday cover. Salary c£11,500 pa. Benefits include five weeks’ 
annual leave, rising to six weeks after two years’ service, 
subsidised restaurant and sporting facilities, free medical health 
insurance", profit share scheme* and season ticket loan scheme 
("subject to service qualification). 

Please apply in writing enclosing an up-to-date CV to: 

Mary Batten, Library Manager, Financial Times, Number One 
Totnak Bridge, London SEI 9HL. Closing date: 6 October 
1989. 
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_ LONDON, EEC, USA 
& HONG KONG 
|... REPRESENTATION 
] UK & OFFSHORE COMPANIES 
FORMATION & 
ADMINISTRATION 
... Contact: McHattons 
- (Chartered Secretaries), 
- -.4B Grafton Way, 
— London W1P 5LB. 
Telephone: (1) 387 2838. 


| .. Fax: (1) 388 4932. 
| Telex 20). 20 EBS MSP. 


COURSES 






‘MSc/Postgraduate Diploma 
in Econimetrics and Fore- 
casting (incorporating Finan- 
‘cial, Commodities and 
Macro-Economic Modelling). 


Two-year part-time eve- 
‘ning course commencing 
1 October 1989. 


| Further details from: The 
| Admissions Office, 139 
| Minories, London EC3N 
| INL. Telephone 01-283 
| 1030, ext 310. 














INTERNATIONAL 
PROPERTY 


“LAND” 


| smda, Quebec, City of Chicoutimi 
(900,000 s/m). Large wooded land, 
next to golf course, and close to the 
airport. Buy from the owner at 
US$1.00 s/m, will finance 50% at 9%. 


Tel: 418-628-6285 
Fax: 418-624-0565 


A Chalifour 


Foreigners can buy on 
Lake Geneva 
(and neighbouring France) 
& Mountain resorts 
“Directly trom SWISS BUILDERS-DEVELOPERS, you | 
idan own a CHALEUAPARTMENT in MONTREUX, 
‘VILLARS, LES DIABLERETS, CRANS-MONTANA, 
-CHATEAU-D'OEX/GSTAAD, VERBIER, JURA, Thermal 


Centre in the Bhûne Valley etc. From SFr150,000— 
60% credit, at 6% interest for 5-20 years. 


REVAC S.A. 


(52 tue de Montbrillart.-CH-1202 GENEVA 
H 20/74 1940 Fic 7941220. Tec 22 030 














BUSINESS & PERSONAL —- 


VAT — CANADA 


Value Added Tax coming to Canada 
January 1991. 


Canadian firm seeks UK or European 
(English speaking) VAT consultant to 
help with finer points/develop strategies. 


Fax: (416) 638-2133 


PHYSICIAN SEEKS 
SPONSOR 


For three-year assignment—mission- 
ary work in Africa providing medical 
care for the very poor. 

Dr N. J., 535 30th Street, Miami 
Beach, FL 33149: 
















US HOUSING 
EXPORTS 


New homes, wall panels, components 
and appliances, . shipped to your 
location. 


Call or write for free brochure. North- 
ern Counties, Rt. 50 West, PO Box 97, 


Upperville, VA 22176. Telephone 703 
542 3232. Fax: (703) 502.3582. 


US REAL ESTATE 
CONSULTANT 


to foreign investors. Immigration, joint 
ventures, valuations. Residential and 


commercial. 
SWISS CONSULTANT GROUP (USA) 
INC, Fax +813 254 0013. 































AUTHORS WANTED 
BY NY PUBLISHER 


Leading subsidy book publisher seeks 
manuscripts of all types, fiction, non- 
fiction, poetry, juvenile, scholarly and 
religious works, etc. New authors wel- 
comed. Send for free booklet. 


S92, Va Press, 516 W, 
Street, New York NY 10001 USA 








34th 

















NAURU BANK FOR SALE 


Central Pacific. No experience re- 
quired. Bearer shares. No taxes. Full 
powers. US$7,500. Nauru Internation- 
al Services, 16929 E. Enterprise 
Drive, Ste 201, Fountain Hills, AZ 
85268 USA. Fax: (602) 837-2643. Tel: 
(602) 837-7988. 


ECONOMIST 


For information about 













Telex: 24344 ECON G 


or 
Nicki Barth 

The Economist Newspaper Ltd 
10 Rockefeller Plaza 
New York, NY 10020 

Telephone: 212 541 5230 
Fax: (212) 541 9378 
Telex: 148393 
















NEW YORK CITY ACCOMMODATIONS 


Abode B&B. A first class reservation service 
for the discerning traveller. Select from our 
private registry of over 150 inspected accom- 
modations. Choose a fully equipped private 
residence of a hosted apartment. Two night 
minimum, Short or extended stays. 


Brochure Tel: (212) 472-2000, or write PO 
Box 20022, New York City, New York 10028, 
USA. 














HANDWRITING ANALYSIS 


Suspect Documents: Examiner of 
Forged/Anonymous writing. 
Also Personnel/Character Assessment. 
P. Lavell 
9 Village Close 
London NW3 SAH 
Tel: 01-794 6060 








US TAXATION 


US Expatriates 
Resident/Non Resident Aliens 


Sonya Morrison Clark 
Certified Public Accountant 
125 Main St, Westport, CT 06880 
Tel: (203) 222-9670 
Fax: (203) 454-7890 


US IMMIGRATION 


Licensed attorney. 
Practice limited to US immigration law. 


Judith B. am. A at Law 
125 Main St, Westport, CT 06880 
Tel: (203)226-1223, Fax: (203)454-7890 








LUXURY SERVICE APARTMENTS 

Well sited for theatres, business and late night 
shopping. Individually furnished studio and 
one bedroom apartments for rental from £220 
to £550 per week. Minimum stay one month. 







LONDON 
South Kensington 


Luxury fully furnished one and two bed 
flats in quiet cul-de-sac off "s Gate, 
Resident manager, direct dial telephones, 
video security and colour TV. Weekly 
rates from £266 to £560 plus VAT. 


FULL DETAILS: TEL 01-225 0184. FAX 
01-225 0280. TELEX 893095. 






Readers are 
recommended 
lo make appropriate enquiries and 
take appropriate advice before send- 
ing any money, incurring any ex- 
pense or entering into a binding 
commitment in relation to an adver- 
tisement. The Economist Newspaper 
Limited Pa not be liable to any 
person for loss or damage incurred - 
or suffered as a result of his/her 
accepting or offering to accept an 
invitation contained in any advertise- 
ment published in The Economist. 




































ITALY 


CASTLES IN THE SKY 
or villas in the vineyard. The best 
country rentals all over ITALY. Amer 
specialist based in ROME will help des 
the perfect holiday. INTERNATIONA 
| SERVICES, Piazza di Spagna 35, 0018) 

Rome, ITALY. Telephone: 40 : 
474-6439. In US call (212) 794-1534, 









CONSULT 
PROJECT 























CUTTHECOSTOF — 
YOUR STAY IN LONDON 


Take a po Nro] service | 
rinde alb rir 


phone, TV, central heating, elevato 
uit 1-2 persons. Brochure by airmall. ; 
cantemore Gardens, LONDON SWT 


45 Ennismore Ga LON : 
Tel: 01-584 4123. Telex 295441 (Ret KSF) 









ANALYSIS OF _ 
HANDWRITING 


Character/Personal appraisal 
Forged/Anonymous writing 
GRAFEX 
Antwoordnummer 1927 
2501 acr Hague 


and 
Tel: 01751 77272 

courses, consultations, seminars and. Y 
lecturers available word wide 


US IMMIGRATION 


Obtain US immigration through pur- 
chase of secured and well-rewarding 
real estate or opening of American 
branch companies, etc. ALL MATTERS | 
HANDLED BY A LICENSED US ATTOR- 

NEY/PhD ECONOMIST. 


Visiting Hong Kong (Hilton Hotel) Sept 
27.00 f. 4 | 










Contact: Edward P. Gallagher, Attor- 
ney-at-Law, PO Box 70302, asning : 
ton, DC 20088 USA. Tel: (301) 299- 
269. Fax: (301) 983-3439 


FRUIT 
FARM 


Partners and investors re- | 
quired for 1,500 hectare fruit: 
farm and process plant in. 
Nigeria. Partners in finance, 
process management and 
marketing required. 
Please contact: 
W. G. Byng 
FAMAP (NIG) LTD 
8 Cinnamon Row 
Plantation Wharf 
London SW11 3TW 
Tel: 01-924 2137 














































BUSINESS & PERSONAL _ 





WILLETT HOTEL 


32 Sloane Gardens 
London SW1W 8DJ 
Tel: 01-824 8415 
Fax: 01-824 8415 
Telex: 926678 


Small character town house off Sloane 
Square. All modern facilities. Full English 
breakfast inclusive of very modest rates. 


A LINBAR EXCLUSIVE HOTEL 


ARE YOU INTERESTED IN 
EXPANDING TO THE US MARKET? 


Small US manufacturer ($5.5 mil- 
lion sales in 1988) is looking for 
increased equity  partner/owner. 
Products include near net shape 
forgings and precision machining. 
Skills include CAD/CAM/DNC, cus- 
tomers include General Motors, 
Rockwell International, Dana Cor- 
poration and Borg ^ Warner 
Automotive. 


Please send confidential inquiries 
to: Frazier and Oxley, LC, PO Box 
2808, Huntingdon, WV 25727- 
2808, USA. Fax: 304 525-8384. 


BUSINESS 
AIRCRAF 


Sales « Operating Leases 
Insurance «Support Package 
Management & Crewing 







| velo Hedez. 
Sarah Hodge Recruitment Consultants 


Need a Top Secretary? 


Call (01)434-0030 
215-217 Oxford St London WIR 1AH, 


BUSINESS VENTURES 
INDUSTRIAL CONMERCAL DEVELOPMENT- MINING 


EASTERN BLOCK 
COUNTRIES 


— MINETEC FINANCIAL | 




























OFFSHORE 
COMPANIES 


COLIN FOSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. 
COMPANIES HOUSE 
TOWER STREET 


E 
ISLE OF MAN 


TEL: 1.800 2834444 (TOLL FREE IF 

-. PHONING FROM USA). 
FREE) 
628488. 

15548 


Tel: 01-759 7015 
Telex: 8952145 
> Contact Neil Harrison Fax: 01-759 7305 


BRITON'S INDEX OF 
INVESTMENT RESEARCH ANALYSTS 


A complete guide to investment research anal in the UK covering 
110 industry sectors, 20 statistical reporting and 29 country sectors. 


Latest quarterly updated edition available from 20September. Onlyfrom 


Briton & Caulton, 2 St Peter's Place, Canterbury, Kent CT1 2DB 
Telephone: 0227 452955 or Fax: 0227 463624 





l FINANCIAL ADVISORS/BROKERS 


if you are a financial advisor or intermediary and would 
like to represent an offshore fund in a rapidly expanding 
sector of the investment market, then we have a new 
product which will interest you. 


the London International Stock Exchange), is now available. 










PANAMANIAN CORPORATIONS pro- 
vide complete confidentiality and zero 
tax liability. We offer company formation 
services on a fast, reliable and competi- 
tive basis. H. I. Darlington, POB 1327, 
Panama 9a, Panama. Tel: 23-0834 or 
23-4819 (evenings 23-6779) Fax 
234936. 


SELLING SKILLS 


For high value, complex services: 
consultancy, technology, research 
etc. Individual and group coaching. 
Intensive, professional, ethical and 
powerful. 


Kendail-Sleath 


Tel 0742 581571. 
Fax 0742 751071. 


EXECUTIVE HOTEL 


57 PONT STREET 
KNIGHTSBRIDGE 
LONDON SW1X 0BD 


Tel: 01-581 2424 
Fax: 01-589 9456 
Telex: 9413498 EXECUT G 


Single bedroom £49.95 -- VAT 
Double or Twin £74.95 + VAT 


Elegance, privacy and exceptional 
value in one of the world's most 
fashionable ighbourhoods. 

breakfast 


Buffet s! Engli 
included. ia 
A LINBAR EXCLUSIVE HOTEL 






























- CUMULUS 
CONSULTANTS 


Corporate or Personal aircraft evaluation, 
selection, purchase or lease. US ta- 
tion and expertise on all matters concerning 
commercial or business aircraft. 
We are not associated with any aircraft manu- 
facturer, dealer, broker or owner! Our 35 
years in commercial aviation works only for 
our clients. 
Call or fax "Cumulus" at 312-683-3113. 
(Auto Fax only from 2200-0800 daily Chicago 
time). VIN 

rds x 
( Cumulus | 


ne» MM. 


tilinois, USA. 





» 


PAN-EUROPEAN. World Federation of 
Europeans (birth or descent) Box 
14262, N. Palm Beach, FL 33408 USA. 





2ND PASSPORT/DR LICENCES. Any 
Country, various reports on how to 
Obtain them. INI, 26 Kleomenous, Ath- 
ens 10675, Greece. 





START an-Import/Export Agency. No 
capital or risk. Immediate access to 
world trade profits. Free booklet: West- 
link (D), 55 Constitution Street, Edin- 
burgh EH6 7AY, Scotland. 





‘SHIRTS FOR THE CONNOISSEUR. 
Made to measure and hand cut from 
fine fabrics. Details and free sample 
materials from Seymours Shirts, Free- 
post, Dept 29, Bradford BD1 1BR. 





SERIOUS .CAREER CHANGES can 
be resolved with assistance from 
consultant, an expert in psycho-as 
ogy. Confidential. 6 DeMarlo, Midt....... 
Manhattan, 212-246-6308. : 





EUROPE 1992—ACT NOW. From 
Preliminary Research through to Sub- 
sidiary. set-up. Complete discretion 
guaranteed. Fax: London 318-1439 
Attn Mr Vargas. 


€— ————  Á— a —— 


GREEK AMERICAN BUSINESSMAN 
moving to Greece perm. w/intl. exp. 
seeking cos. w/interest to expand in the 
EEC. Autoparts/constr. equip./handling 
materials etc. Agency or branch. Fax 
USA 703/556-0553. 





BRAZIL—UK-based British business- 
man, ex-diplomat with Brazilian 'per- 
manencia' etc visits Brazil next in mid 
October. Undertakes commissions. 
Fax: UK 0293 83688. 





OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, 

of Mt Royal, Quebec, Canada 
3C7. 















The opportunity to represent a (non-equity) fund offered by an established financial institution (assets in excess of $US7 billion, and a quoted company on 


Commissions are highly attractive, furthermore you will receive the full support of a company with more thàn 100 years experience in the financial markets. 
Why not write today for full details, All enquiries will be treated in strict confidence. 


Just send your business card or a letter to: 
Box 3671, The Economist Newspaper Ltd, 25 St James's Street, London SW1A 1HG. 





US ENVIRONMENTAL LAWS 


IF YOUR BUSINESS, PRODUCT OR MARKETING EFFORT WOULD BENEFIT 
FROM A THOROUGH. UNDERSTANDING US ENVIRONMENTAL LAWS AND 
PRACTICES, | CAN HELP. 


LICENSED ATTORNEY —EMPHASIS ON ENVIRONMENTAL LAW 


TIMOTHY R. GABLEHOUSE, P.C. 
1515 ARAPAHOE STREET, TOWER lii, SUITE 1100 
DENVER, CO 80202. TEL: (303) 820-4359. F. 


MAJOR FINANCIAL 
INSTITUTION 





P.C. 
: (303) 820-4459 








ismas Ac ——. cM o X ete 


-d 


~ -— e m | c s on 


- THE ECONOMIST SEPTEMBER 23 1989: 






















OUTPUT, DEMAND AND JOBS The 12-month rate of growth of America's industrial production 
edged up to 2.8% in August. In the year to July Britain's industrial production fell by 0.5%, 
j Sweden's grew by 0.4% and Holland's climbed 2.7%; Australia's increased by 0.4% in the year to 

t June. Japan's retail sales perked up, growing 6.0% in the 12 months to June. Sweden’s retail sales 
climbed 2.796 in the same period. Britain's unemployment rate was 6.196 in August, down from 
7.8% a year ago. Switzerland's jobless rate stood at 0.5%, down from 0.7% in August 1988. 


































































% change at annual rate 
industrial production GNP/GOP retail sales [volume] unemployment % rate 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year latest year ago 
Australia +44 +04 m +25 +390 +02 +35 0 59 a 71 
Beigum +55 +51 w fa na “+37 + 08 wi 10.6 ay’ 114 
Canada +24 +07 m +06 + 25 w *ED +16 m 74 m 79 
frame +82 +45 m +48 +320 —44 311! 960 104 
W. Germany — 20 +84 w +20 +49% -32 —02 wi 78 mg 88 
Holland +49 +27 m +78 +29% +48  - O2 ret 63m” 67 
italy - 80 +31 my +30 +31 a +78 — 73 vet 165 u' 16.4 
japan —— — 01 +56 m  -91  t45m  ~379 + 60 m 22 a 25 
Spain $55 +41 wy —— na om  —  -—92 4 97 Www 173 «s — 195 — 
Sweden — —143 +04 m +70 +290 +12 4527.3 155 18 
Switzerland —217 +18 o — — 34 +14 x —185 +15 ai —— 05 Am” — 07 
-27 -05 w  -14 +16@ —~35 +09 w “61 ag — 78 
i, *22 +28 m +27 31m +35 +38 m 52 a 56 





‘Value index deflated by CPI.* * New series 





. PRICES AND WAGES America's 12-month rate of corisumer-price inflation fell to 4.796 in August; 
its wholesale-price inflation rate fell to 4.296. Also in the year to August, Britain's consumer prices 
increased by 7.396, France's by 3.496, Canada's by 5.296 and Sweden's by 6.496. Wholesale 
prices in both Japan and West Germany rose by 3.096 in the 12 months to August. Japanese wages 
increased by 6.6% in the year to July; British wages rose by 9.3% during the same period. 

% change at annual rate 


















































consumer prices* wholesale prices* wages/earningst 
3 mthst 1 year 7 3 mthst 1 year 3 mthst 1 year 
+10.3 + 76 May +12.7 +74 de +63 + 7.6 my 
+37 +30 w +82 + 7.1 sm nil + 54m" 
+73 +52 a9 — —  -* 04 +19 x + 23 +AT un 
+ 37 + 3.4 A + 89 + 85 a1 + 5.2 + 39 apt 
+17 + 29 ^ + 09 +30 ag + 87 +37 m 
+145 + 14.1 Aug + 27 * 34 w NEUE + 14 dd 
+ 47 + 6.7 Ag + 60 + 68 sion + 82. + 5.9 m 
+ 74 * 30 + 70 + 3.0 ag 2o 584 + 66 
+ 78 + 6.6 A + 29° +42 m + 65 +64 ww 
+ 4.4 + 6.4 Aug + 44 + BÅ » + 82 EZO st 
+15 + 3.0 as 20-08. + 4.5 Aw +157 ç +360" 
+56 +73 mg  —. +42 + 48 beg + 88 +93 sw 
+43 + 4.7 Aug + 38 +42 ng + 30 + 3.5 Aw 





y wage rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
vammgs; U , monthly earnings for all employees. 
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COMMODITY PRICE 
A fifth attempt to revive t 
International Cocoa Ag 

ment was abandoned after a compromise 
package failed to win support. This would: 
have lowered cocoa’s price-support range to 
1,225-1,925 sors a tonne, and cut ex 
levies from $30 to $5 a tonne. The prodi 
planned to put aside $30m to withhol 
120,000 tonnes of cocoa from the mark 
Consuming countries want the cash to b 
used instead to reduce producers’ $115m . 
debts to the International Cocoa Organisa- 
tion. If no agreement is reached by Septem- 
ber 1990, the icco’s 250,000-tonne buffer 
stock will be sold over a four-and-a-half year. 
period. After five years of overproduction, 
world cocoa stocks now exceed 1m tonnes. 






































1985-—100 % change on 
Sepi12 — Sep 19¢ one one s 
month — year — 






































































Dollar index - 
All tems — 1 
Food — , 1001 .— 
industrials 
Al — 162.6 0. 
Maii —— 1374 — 18978 — 4 01 
i Metals 180.4 182.6 ~ 42 
Sterling index f 
All items 108.9 1077  — 12 — 09. 
Food 829 815 401 = 59 
industrials i 
(AL 1947. 1337 2.0 +24 
_Nta tt 113.8 1123 + 09 + 52 
Metals 149.4 148.8 - 395 + 08 
SDR index : 
Allitems — — 1079 1078 = 14 m 38 
Food 1,8992 . 816 àÁànl - 86 
Industrials 
All .. 1834 13939 ~ 22 ~ 06 
u Nta [= 1128 1124 +07 4 22 
Metais — ^ 1481 — 1490  — 97 — 20 
Gold 
$peroz — 35875 896125 ~ 16 -—119 
Crude oil North Sea Brent 
$ per barrel 1790 — 1785 +38 +329 





1 Provisional ++ Non-food agriculturals 





@ OFFICE RENTS At $175 a square foot per 
year, Tokyo's office rents are the most 
expensive in the world, according to a survey 
by Richard Ellis, an international estate 
agency. London is not far behind at $140, 
$26 of this going on taxes and service 
charges. Offices in New York and Paris are 
less than half that price, even though New 
Yorkers have to pay tax and service charges 
which amount to almost a third of total rental 
costs. Office rents in overcrowded Hongkong 
have risen faster in the last year than 
anywhere else, and have now overtaken 
Paris’s. Beijing ($44) is more expensive than 
Singapore ($41), but a company seeking 
cheap office space in Asia should look at 
Bangkok ($18). Is it canals that make for 
cheap offices? Amsterdam rents are just a 
tenth of Tokyo's. 
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PESEE CMM DM M MM 
Footnotes applicable to all tables. Ail figures seasonally adjusted except * not seas. adj. f Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not avaitabh 































ECONOMIC AND FINANCIAL INDICATORS 





& ASIAN BANKS Japan's giant commercial 
banks, if they were included in this ranking, 
would eclipse the ten banks in the chart. Few 





2 


WORLD BOURSES Wall Street drifted 0.7% lower on mixed economic news. Tokyo, cheered by the 
yen’s slight recovery, climbed 0.4%. Nervous about the prospects for the British economy and 
company profits, London fell 1.5%. Stockholm took the week's wooden spoon: it fell 2.6%. 






































































































of these non-Japanese Asian banks are | Stock price indices "o Change on 

expanding their assets (loans, government Sep 19 1989 one one record 31/12/88 

bonds and investments) rapidly. The fastest high low week year "unm ms 

growing is the National: Bank. of Australia, Australia 1745.9 147818 1428 +03 +129 -243 4174 +66 

which increased its assets by 34% in | gi. 6718.7 6736.3 55183 +16 +2839 -03 +207 4100 

1988—largely because it bought Clydésdale | Canada 39010 40197 33505  -— 07 4 196  - 52 41581 ^ 4160 

and two smaller British banks. Bank of China | France 541.6 541.6 4179 «4 04 4 485 nii 3303 +198 

managed to increase its assets by 26.6% | W.Germany 20090 20521 15957 -07 4 289 118 3216 4106 

last year. But the assets of Hongkong Bank, | Holland 209.4 — — 2105 1667 — * 01 + 330 — — 05 — 4263 +151 

the largest privately owned Asian bank | Hongkong ^ — 26283 3309.6 2093.6 — * 07 —* 85 -35 722 ^ - 22 — 

outside Japan, grew by a modest 7.396. Big italy 7165 7348 577.5 hs 0.1 + 367 214 +215 +12.9 

assets, however, do not meana strong bank. Japan — 344713 — 35140.8 30183.8 as 0.4 u + 251 — 19 E +14.3 E 1.9 

T Pali. Singapore 1399.3 1420.5 1030.7 — 10  -39346  -— 70 4347 14323 

The State Bank of India is balancing its $44 South Africa — 27290 2838.0 19610 — 07 * 640  — 38 +39.7 +34.0t 

billion of assets on a precarious $1 billion of Spain 324.9 328.9 2686 -09 4 173  -— 12 3184 +100 

Capital. The bigger a bank's capital, the | sweden 43110 4660.3 3339 - 26 408  -— 75 4252 1160 i 
| More easily it can cope with bad loans, | Switzeriand 818.7 8201 6134 +04 +478 — 13. 4356 34207 i 
~ which have to be written off against capital. | UK 2361.5 ^ 24260 17828 ^ — 15 — 4 333 —— 34 4917 4145 

The best capitalised—and most profit- | USA ^ ^ 26873 27521 21446 - 07 +287 -24 +239 +239 





able—of these Asian banks is the National 
Bank of Australia. It made a return of 28.396 
. on its $3.3 billion of capital in 1988. 


TConverted at financial rate 
a —————— ————————————————— 


MONEY AND INTEREST RATES America's narrow measure of money, Mi, fell by 0.6% in the year l 
to August; the growth of its broad measure, m3, slowed to 4.1%. Both of Britain's measures of 
money accelerated in the same period. Money-market interest rates edged up in West Germany. 












































. Money supplyt Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

% rise on year ago Money market Commercial banks Bond yields Eurocurrency 

Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 

[M1] lending 3months — long-term 3 months 
Australia +78 +298 u  1800'* 1802*'  2025'* 1780'*  1310** 1410 1790 1418 
Belgium — + 70 +69 « 6822 B69 1075 6.65 8.56 8.52 8.60 6.59 
Canada + 36 — 4101 m 12.50 1250 1350 1213 954 1028 1213 — 1001 - 
France — 4 55 +77 » 888 925 10.00 — 9.38 8.61 9.10 931 915 
W. Germany + 54 — 3 58 u 690 730 850 ^ 664 718 — 715 744 — 748 
Holland +39 +133 xwe 725 760 975 7.60 7.26 7.64 763 73 
italy +84 +98 x 1263 1288 14.00 na 1187 1166 12.13 11.41 
Japan — 08 - 90 m 522 487 488 — 204 5.31 5.47 569 545 
Spain +15.9 +148 ag 1469 1492 1625 — 775 1259 13.98 13.81 na 
Sweden na +64 x 1185 1180 1250 1167 1121 — 1188 11.63 1124 
Switzerland — 65 + 67 wm 700 750 850 $650 534 —— 590 763 580 
UK + 6.1¢} +17.3ttay 14.06 1394 1500 1394 978 1026 1391 1094 
USA — 06 +41 ag 6888 8.64 1050 8.70 8.08 9.09 881 881 








Other key rates in London 3-mth Treasury Bills 13.5%, 7-day interbank 13.9%, clearing banks’ 7-day notice 4.096. Eur y'-" 
rates (Libor): 3 mths 8.8%, 6 mths 8.7%. : d 


1M! except UK MO; M3 except Belgium, Holland, Italy and Sweden M2, Japan M2 plus CDs, UK M4. Definitions of interest rales quoted available on requ..... 
Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnais Bank Nederland, Svenska Handelsbanken, 
ANZ Bank, CSFB, The WEFA Group. These rates are indicative only and cannot be construed as offers by these banks. $3New series. " * Last week's rates. 





TRADE, EXCHANGE RATES AND RESERVES Spain's deficit on visible trade increased to a record $2.8 billion in August; its 12-month deficit rose to 
$26.1 billion. Switzerland's trade deficit narrowed to $440m in July, cutting its 12-month deficit to $6.2 billion. Holland's deficit fell to $77m in June, 
lifting its 12-month surplus to $4.5 billion. Canada's trade surplus rose sharply to $866m in July, taking its 12-month surplus to $6.3 billion. In trade- 
weighted terms the dollar fell 1.1% on the week; the D-mark rose 0.4%, while the yen barely budged. 
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Music To Your Ears. 


international business travel sounds glamorous. But you, of course, know it's exhaust- 
ing. Maybe that's why so many of our guests return to the Jianguo. It's a tradition — just 
like our Sunday concerts 

Everything about the Jianguo is special — from our unique water garden to our caring 
service. We have only one standard in all things ... excellence 

Excellence has always been a Jianguo tradition 
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. JIANGUO HOTEL 
P4 swiss-bdnord BEIJING 


Management & Marketing Consultants 


For reservations Please contact: Jianguo Hotel Beijing Tel: (86)1-5002233 Telex. 22439 JGHBJ CN Fax: (86)1-5002871, Swiss-Belhotet Management, Tel: (852)5-8681221 
Telex: 69124 SBHTL, Fax: (852)5-8401644 Utell International, Delton Reservations or your local travel agent. 1T 





With 365 days of business in Europe, 


it’s fortunate there's a new Europages every year. 







To find new customers, the best 
suppliers or your future business 
partners while saving time and 
money — consult Europages. 
Europages '89 means 340,000 rea- 
ders throughout Europe, a choice 
of 6 languages, 10 countries and 
over 140,000 companies at your 
fingertips. For 365 days a year. 
Until the next edition. 
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Sales represe) tative 


THOMSON DIRECTORIES 


Pa’ 7 p P: Thomson House, 296 Faruboroigi Road 


Farnborough. i 


Han pshive GUL, INU 

Tel. (0252) 316111 

EUROPAGES: THE EUROPEAN 
BUSINESS DIRECTORY 


Fax (0252) 37 2005 
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Seven Banks, one networl 
This is the MP5 


The advantage of belonging to a group is that each component benefits from the different skills a 
strengths of the others. They are separate entities and as such meet the needs of their particu 
markets in their different ways. The end result is more flexibility and versatility for the group 

whole and a wider range of services for its varied clientele. The MPS Banking Group is such a group 
has continued to expand in Italy and throughout the world, to renew and develop its activities and, 
a result, to achieve positive financial results year after year. Monte dei Paschi di Siena, Bani 





HIDE 
=- l 


; tre 


i Fe 5 2 M s 
| à 
- NC Hl Ti 











or worldwide coverage. 
janking Group. 


jscana, Credito Commerciale, Credito Lombardo, Banco Valdostano, Istituto Nazionale di Credito 
ir il Lavoro Italiano all'Estero, Italian International Bank, seven banks of different sizes, in 
ent places, with different strategies, but equally committed to one programme, one network. 


PS Banking Group has branches and representative offices in New 


rk, London, Paris, Frankfurt, Brussels, Moscow, Singapore, Cairo, Sao 
iulo and, by the end of 1989, also in Madrid, Beijing and Tokyo. 
BANKING GROUP 
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Just think about the good things in life. 
We'll do the rest. 
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eeeCOME THROUGH 
WITH FLYING COLORS 


The spirit of fair play, free com- 
petition and international co- 
operation has ever been our driving 
force, making us what we are today. 
A US$15 billion enterprise with 
over 80 offices spanning the globe. 

We work in partnership with such 
firms as Honeywell, Siemens, Hitachi, 
and Caltex. Because we believe close 
cooperation breeds mutual success. 

If you’d like to join our team, you 
know where to find us. On the fast 
track to a better tomorrow. 


Lucky-Goldstar. 


eChemistry and resources 
eConsumer and industrial electronics 
*'[rade, finance and engineering 
*Public services 


LUCK Y-GOLDSTAR 


LGI PR: Yoido PO. Box 699, Seoul, Korea. Phone (02) 785-5694 
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“My Rolex will be my life-long partner.” 


It wasacold January in New 
York in 1976 when the bright 
lights of international sciam 
first shone on Yoko Morishita. 
In its review of her incredible 
performance with the American 
Ballet Theatre, The New York 
Times ventured a prophecy. 
"Perfect positioning, impeccable 
balance — her 
guarantees Yoko Mor alita 


every gesture 


destiny as a classical ballerina.” 


Today the international ballet 
world is indeed aware of Yoko 
Morishita. She has now danced 
with such brilliant partners as 
Fernand Bujones, Jorge Donn, 
Balee Inharm and the great 
Rudolf Nureyev. Such classic 
pairings are a measure of Yoko 
Mor ishita as superb technique, 
which is winning her an ever- 


TUET) en 
TRA 


THE ROLEX LADY-DATI 


Zrowing following. 

T. hough gifted with enormous 
natural talent, Yoko Morishita 
disdains terms of adulation such 
She sees the attain- 
ment of perfection as a struggle 


E 


as “genius”. 
of ceaseless effort, unwavering 
intensity. 

"I wear out a pair of toe shoes 
every day,’ she "Human 
muscles have a short memor `y, SO 
d: uly pré actice is import: int to 
me. If I miss one day: s practice, 
| notice the slack. If I miss two 
days, my partner notices. If] miss 


Says. 


three days, the audience notices. 


Before every performance 
Yoko Morishita asks someone 
in the wings to give her a quic k 
critique. In this > way her efforts 


INOMETER WITH TRIDOR BRACELET IN I8CT 





WHITE PI 


to improve extend into her actu- 
al performance. It was dedica- 
tion of this order that made her, 
in 1985, the first Japanese to win 
Ww hat i IS considered the highest 
honour a dancer can receive — 
the Laurence Olivier Prize. 

But even this, the most prized 
of her awards, only inspired 
Yoko Morishita to become even 
better. "I hope that I continu 
to work with excellent dancer 
‘It's a very good way 
for me to improve. 

Yoko Morishita has another 
not mentioned in the 
her Rolex Lady- 
This watch does not 


she said. ‘ 


partner, 
programmes: 
Datejust. “ 
merely keep time, it is also ex- 


quisitely graceful,” she W 


It will be 
"ROLEX 


my partner for life: 
i of Geneva 


told us." 
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21 Has anybody seen our philosophy? 


York, page 45. An issue they 
avoided: aid to Poland, page 54. 
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Sirn—Pity the Lebanese Chris- 
tians! After giving up on ‘the 
United States and France for 
help in their struggle to preserve 
some vestige of their traditional 
:pro-western, capitalist way of 
life, a few ironic remarks by Gen- 
eral Michel Aoun and a peaceful 
demonstration send the Ameri- 
can ambassador and his staff 
scuttling for Cyprus. Not that 
they were serving any useful pur- 
pose, such as delivering visas or 
moral support; but their depar- 
ture is one more feather in the 
«ap of Syria's President Hafez 
Assad. That master schemer has 
consistently humiliated Amer- 
‘ica, from the time he refused to 
receive the presidential envoy, 
Philip Habib, to his magnani- 
mous handing over (to Jesse 
Jackson) of the downed pilot, 

Robert Goodman, in 1983. 

: Mr Assad has been successful 
at tricking America into follow- 
ing the carrot of hostage release 
ànd compromise on the Golan 
Heights—and heeding the stick 
of hostage execution and terror- 
ist attacks against America's in- 
terests. Syrian sponsorship of in- 
ternational terrorism is now 
taken for granted, a given to be 
‘ignored or negotiated around 
rather than confronted. 

: While the ambassador and his 
staff run away and the State De- 
partment's record is stuck on 
“Syria's legitimate interests in 
Lebanon", Assad’s mercenaries 
pound Beirut into another 
Hama (remember what he did to 
his "own" city in 1982). Small 
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wonder the Christians—and a 
large but terrified section of the 
mainstream Lebanese Muslim 
population—feel America has 
"sold" their country to Syria: it 
certainly has. But has America 
obtained anything worth having 
in return? 

Bethesda, 


Maryland | THEODORE GORTON 





SiR&— Your article “The near-im- 
possibility of Lebanon" (August 
I9th) vindicates the oppressor 
and accuses the victim. The 
"tranquilliser prescription”, 
suggesting General Aoun should 
drop his demand for the with- 
drawal of Syrian troops, is incon- 
sistent with the predictable opin- 
ion of The Economist regarding 
the Soviet occupation of Af 
ghanistan and Hitler's occupa- 
tion of Europe. The Syrian 
troops have no business in Leba- 
non except to ensure the exis- 
tence of fertile grounds to breed 
terrorists and, more important, 
to protect drug-production and 
smuggling operations. 
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Lebanon does not need a 
tranquilliser, it needs a cure. Just 
as a doctor prescribes vitamins 
to help the antibiotics, the world 
should give General Aoun help 
and moral support to enable him 
to do his job. Lebanon needs a 
strong, clean and honest man (a 
Lebanese for a change) to unify 
the country, Franco-style, then 
with hope shift it to a democ- 
racy. The world owes this not 
only to Lebanon, but also to its 
own people who are being ter- 
rorised, kidnapped and sold 
drugs shipped in diplomats’ atta- 
ché cases. 

The Muslims have nothing to 
fear under General Aoun. lt is 
the Syrians and their puppets in 
Lebanon who caused the Arab 
League's first peace míssion to 
fail, not General Aoun. 

Safat, 


Kuwait ANTOINE BANDOUR 


Si&—Contrary to your claim, 
General Aoun is not a "self- 
appointed" leader. He was ap- 
pointed prime minister of Leba- 
non by former president Amin 
Gemayel, according to articles of 
the Lebanese constitution. 

Saying that General Aoun 
was the cause of the latest fight- 
ing is wrong. He did not start the 
shelling. Syrian troops did, after 
General Aoun stopped illegal 
ports from trafficking in drugs 
and terrorists, both in Christian 
and Muslim areas. 





Baabda, Simon KHOURY 
Lebanon Presidential Palace 
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The scientists’ grail 


Sim—The views of Messrs E. 
Spuhler Stevenson and Sean 
Nixon about the purged century 
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go unchallenged. 

Certainty leads to progress? 
Our history of science stems 
from abandonment of the certi- 
tudes of medieval scholasticism. 
It was the pragmatic approach of 
such pioneers as Copernicus, 
Galileo and Newton that created 
the age of intellectual ferment we 
call the Renaissance. — — 

Surely there niust be an ulti- 
mate truth that governs the uni- 
verse, and the scholar's role is to 
seek it out, However, no true 
scholar from Copernicus to Ein- 
stein and Dr Stephen Hawking 
has claimed to have found it. 

Without belief in the exis 
tence of unqualified truth, there 
can be no incentive to learn. 
That does not mean that mere 
mortals are capable of a full »»—- 
derstanding of that truth s 
Samuel Hoffenstein said or «ne 
unsuccessful search for the Holy 
Grail: “The truth is. in the seek- 
ing, not the cup,” 

He who seeks the truth shall 
find wisdom; he who finds the 
truth is a prince among bigots. 
Leesburg, 

Virginia W.D. Srour 
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In Turkey and New York 


Sir—You report (August 19th) 
that, in its desire to join the Eu- 
ropean Community, Turkey is 
to stop such prison practices as 
the chaining together of prison- 
ers when being moved from 
their cell blocks. 

This practice is carried out in 
New York city, as I can testify 
from personal experience. =. 
indeed fortunate that Ameri 
are believed to belong firmly to 
the West and that, as yet, we 
are not clamouring to get aboard 
for 1992. 

New York Barry Gross 
- m 





Seductio ad absurdum 


Sir—John Welsby’s letter (Sep- 
tember 2nd) confirms that it is 
the British Railways Board that 
has been seduced—by propa- 
ganda put out by its own Chan- 
nel Tunnel rail-link group in its 
efforts to ensure parliamentary 
approval in November of its own 
monstrous and half-baked 
scheme. 

Experts have costed the RA. 
CHEL rail link at about £2.5 bil- 
lion—hardly "prohibitively ex- 
pensive” compared with BR's 
published estimate of £1.75 bil- 
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trategy Services 


Director of 
Strategy 
Research Centre 
—Western Europe 


Applications are invited for the post of 
Director — Strategy Research Centre. The 
position, which is based in central London, 
reports directly to Martyn Hobrough, Chief 
Executive — PA’s Western European strategy 
practice. 


The ideal candidate will: 


@ have a degree in economics or similar 
discipline together with a research-based 
higher degree (e.g. MPhil or PhD) in 
business or management studies, 

@ be highly numerate and financially literate; 

@ have direct commercial/industrial 
experience gained in a major corporation; 

@ be keenly interested in developing 
methodologies and approaches to the 
solution of complex management problems; 

@ have excellent written and verbal 

^ presentational skills; 

@ be committed to the professional 
development of the Centre's staff; 

@ be able to work in at least two European 
languages of which one must be English. 


The task of the Research Centre is to: 


E initiate and manage research programmes 
which: 


examine generic strategic issues and their 
impact on corporations; 


Consulting 
Group 


Creating Business Advantage 





research approaches to strategic 
management; 

B provide briefings on the European and 
world business climate; 

@ undertake industry analysis; 

B provide research support to strategy 
consulting activities. 


The Centre's team of fast-track graduates look 
for intellectual horsepower, academic 
excellence, and inspirational leadership. This, 
together with the management of the research 
programme and participation in consulting 
assignments, places heavy demands on the 
Director. 


There will be considerable client contact anda 
requirement to identify and develop market 

opportunities for multidisciplinary consultancy 
in a range of sectors in Western Europe. 


This is a particularly challenging appointment 
with outstanding opportunities for personal 
and professional growth in Europe's largest 
management and technology consulting 
practice. 


Applications, which will be treated in 
confidence, should be made to Peter J Bishop, 
PA Consulting Group, Strategy Services, 
Bowater House East, Knightsbridge, London 
SWIX 7LJ. 


PA is an equal opportunity employer. 




































re which is widely regarded by 
hgineers and financiers as a se- 
ious underestimate). 

Even if B&'s figure were cor- 
ect, the extra benefits provided 
by RACHEL would more than off- 
set the difference in cost. They 
include: 

(1) a direct and speedy route for 
heavy freight trains from Brit- 
ain's manufacturing regions to 
ntinental Europe (avoiding 
the Southern Region tangle of 
|. Commuter-saturated tracks); 
(2) a continental-size loading- 
gauge as far as London; 

(3) a reduction in rail-related 
traffic imposed on central Lon- 
'.dón's congested roads; 

: (4) faster domestic services to 
central London and beyond 
from the Medway towns and 


East Kent. 


ARTHUR TANSLEY 





Sir—British Rail's plan is that 
hrough-trains to the north of 
ngland and Scotland via King's 
ross will be a sort of bolt-on to 
services and 
eight will not have access to the 
igh-speed link. It is therefore 
iot surprising that the Henley 
Centre, among others, should 
onclude that, left to BR, the tun- 
el will increase the north-south 
divide. 
|. Stratford is an opportunity 
for a European rail/road inter- 
change with the possibility of 
oth passengers and freight us- 
g the high-speed link. The 
aration of Intercity and Euro- 
tminals will reduce congestion 
King’s Cross and make the 
of a huge development 
Opportunity in East London. 
herwise, it is likely to be 
“All change Messieurs et Mes- 
dames" at King's Cross under- 
ground. Plus ca change, plus c est 
la méme chose. 





FRED JONES 

Leader of the Council 
London ^ Borough of Newham 
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Hellenism 


Sir—May I be permitted to re- 
pond from a Turkish Cypriot 
iewpoint to the three letters 

(August 19th) from Greeks or 

Greek Cypriots? Your article of 

July 29th was right to regard Hel- 
enism as one of the most pas- 

Ssionate nationalisms left in Eu- 

rope. It is still very much alive in 

Cyprus and will almost certainly 

Prevent -a workable. settlement 

8 4 





between the two peoples of the 
island. 

Hellenism destroyed the 1960 
partnership constitution agreed 
between Turkish and Greek 
Cypriots. A House of Commons 


_ Select committee reported unan- 


imously in 1987: “Although the 
‘Cyprus government’ now 
claims to have been merely seek- 
ing to operate the 1960 constitu- 
tion modified to the extent dic- 
tated by the necessities of the 
situation, this claim ignores the 
fact that the Makarios govern- 
ment continues to advocate the 
cause of enosis (annexation to 
Greece) and actively pursued the 
amendment of the constitution 
to facilitate this ultimate 
objective,” 

As recently as January 26th 
the current Greek Cypriot lead- 
er, Mr George Vassiliou, is on 
record as saying “Cyprus is a 
bastion of Greece. The number 
of islands which are Greek are 
many, and Cyprus is one of 
them.” Almost daily the Greek 
Cypriot press reports speeches 
of Greek Cypriot political, mili- 
tary and religious leaders vowing 
to erect the Greek flag through- 
out Cyprus. “The only good 
Turk is a dead Turk,” has be- 
come their household slogan. 
Recently Mr Vassiliou described 
the Turkish Cypriots as 400- 
year-old “guests” of Cyprus. 
This is the root of the problem, 
since Cyprus is an island which 
belongs to both its peoples. 
There will be no settlement until 
the Greek Cypriots accept this 
and deal with the Turkish Cypri- 
ots on the basis of political 
equality upon which indepen- 
dence was granted. They are, 
however, unlikely to do so while 
an endlessly indulgent world 
recognises them as if they were 
the lawful government of all 

yprus. 

If the Greek Cypriots had re- 
spected the constitution and had 
not tried to destroy the entire 
Turkish Cypriot national exis- 
tence, there would have been no 
need for Turkey to intervene. As 
it is, Turkish troops will stay as 
long as we need their protection. 





TANSEL FIKRI 
London representative 
“Turkish Republic of 
London Northern Cyprus" 
a 

Collor's kin 


Sir—In “The fading of caudi- 
llismo" (July 22nd) you spoke of 


Mr Fernando Collor de Mello as 





“an apparently honest conserva- 
tive candidate." Several well in- 
formed Brazilian newspapers 
have reported that, before Mr 
Collor resigned as governor of 
the state of Alagoas, he had put 
nine of his family and 14 of his 
wife's family on the state payroll. 
Just before leaving office to cam- 
paign for president, he ap- 
pointed his present campaign 
manager to a lucrative state post, 
and added 5,000 state employees 
to the state's payroll. Bankers 
beware. 





Sao Paulo, 

Brazil C. YgvI 
—— i 

Jobs in Brussels 


Sir—I refer to your article” 
"Trading places" (September 


23rd). I will not comment on the 
unpleasant innuendoes in the ar- 
ticle, suffice it to put the record 
straight. 

(1) In joining Hill and Knowlton 
International it was agreed at the 
outset that under no circum- 
stances would I be asked to take 
a stand on behalf of that firm or 
any client on any issues to. which 
I was strongly opposed or which 
might conflict with policies for 
which I had responsibility in the 
EC Commission. This provision 
has been honoured to the letter. 
(2) Contrary to the inference 
contained in the article, | have 
spoken on many public plat- 
forms and written several articles 
opposing water. privatisation — 
and will continue to do so—re- 
gardless of any position adopted 
by Hill and Knowlton. This too 
they have accepted without 
demur. 

(3) As far as my former par- 
liamentary colleague, Bruce 
Millan, is concerned, your Brus- 
sels correspondent might have 
discovered with the minimum of 
investigation that, far from hav- 
ing to be prised from my office, 1 
fully co-operated with him be- 
fore he formally took up his new 
post, as he has generously pub- 
licly acknowledged on a number 
of occasions. Indeed, I vacated 
my office well in advance of Jan- 
uary 6 1989 (the day on which 
the new. commission took 
over)—precisely to enable him 
to move in with the least possi- 
ble inconvenience. 

(4) The article asserts that 
"when the new European Parlia- 
ment assembled for the first time 
in Strasbourg, Mr Clinton Davis 
bluffed his way into the chamber 





to press the flesh with incoming — 














Euro-wrs before sitting down in 
his former seat". i 

' The truth is that, having been 
actively involved in Labour's 
successful Euro-election cam- 
paign, I had been invited by the 
new British Labour Group to 
discuss the relationship between 
parliamentarians and the com- 
mission as seen by a former com- 
missioner. I plead guilty to 
shaking the hands of many of my 
Socialist colleagues and, indeed, 
others with whom I had enjoyed 
a friendly relationship for many 
years. 

It is also true that, having 
asked an official the way to the 
public gallery, he said that, as a 
former commissioner, I should 


. go into the chamber itself. While 


standing at the back a commis- 
sion official suggested th; ' 
should take a seat close to 
area occupied by commission- 
ers—not "my old seat”. 

London SrANLEY CuNroN Davis 
M — 





Cry Wulff 


Si&—I applaud your article on 
the political significance of trout 
fishing (August 26th). Your cor- 
tespondent has, however, com- 
mitted one serious error. The 
large dry fly referred to at the 
end of the article as a “Royal 
Wolf’ is properly "Royal 
Wulff’—the fly was developed 
by and named after the great fly- 
fisherman, Lee Wulff. And let 
me urge political visitors to fol- 


_ low Mr Wulff’s admonition that 


“fish are-far too valuable to be 
caught only once” and so to re- 
lease alive any trout they r 
manage to fool. d 
zeman, 
Montana Josian Oper 
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Special Report No. 2007 
The Future of European 


Agriculture 

TRADE, TECHNOLOGY AND 

THE ENVIRONMENT 

The foundations of the EC's agricultural 

policy are being rocked by a host of new 

_ pressures: the potential impact of trade 
policy changes, breakthroughs in 
biotechnology, concern for food quality and 

the environment and the EC’s 1992 

| Programme. This Report analyses recent 

developments, predicts their influence on 

future trade policy and forecasts prospects 

for major crops and food products, 

Price including postage: UK & Europe £140; 

North America US$295; Rest of World £142. 


The Economist Intelligence Unit 
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. EXECUTIVE FOCUS 


LONDON 
ECONOMICS 


Economics for Business 


MANAGING 
CONSULTANT 


London Economics is a fast-growing economic consultancy with a 
turnover exceeding £1.5 million per annum. Our work has a 
predominantly microeconomic flavour and is based on the combi- 
nation of a network of leading academic economists and a young, 
tigh quality professional staff. Areas covered include regulation, 


"os orivatisation, energy markets, financial services, environmental 
| "issues, retail strategy, tax analysis, support for legal cases and 


advice on the major world economies. 

Our clients include many leading UK and multinational compa- 
nies, and major players in privatised markets. 

We are now seeking a Managing Consultant to join the senior 
management team. You will be a good team-leader with a proven 
academic track record in economics and significant consultancy or 
commercial experience. International experience, perhaps gained 
in US regulatory work, would be of particular value. 

'This is a major opportunity to work in London and share in the 
challenges and benefits of an outstanding firm. 

< Please send a full CV to John Kay or Nick Morris at London 
^ Economics, 91 New Cavendish Street, London WIM TES, 
England. Fax No: 01-436 2638. 


C RECRUITMENT CONSULTANTS GROUP 
n : : ; 3 London Wall Buildings, London Wait, London ECAN ES 
a Tel: 01-588 3588 or 01-588 3576 
Hu Telex No. 887374 Fax Mo. O1-256 850% 


career development in the forefront of economic analysis. Scope exists to reach the 


.. An opportunity for 


NEED TO - 
CHANGE? 


WHETHER YOU WISH TO INCREASE YOUR 
EFFECTIVENESS, YOUR VALUE AND YOUR ENJOYMENT . 
AS A SENIOR MANAGER WHERE YOU ARE 
OR 
MAKE A SUCCESSFUL JOB CHANGE 
GHN HAS A PROGRAMME TO SUIT YOUR NEEDS. 


CALL US FOR A CONFIDENTIAL EXPLORATORY 


MEETING. 


THE 
PERSONAL 
DEVELOPMENT 
CONSULTANTS . 


16 Hanover Square, 
London WIR 9A] 
01-493 5239 


Board and to work overseas. 


CJRA 
LONDON 


INDUSTRIAL AND REGULATORY ECONOMISTS 


ATTRACTIVE SALARY 


LEADING FIRM OF INTERNATIONAL ECONOMICS CONSULTANTS 


. As part of continued expansion the requirement exists for economists with a strong quantitative background in industrial 
organisation and competition or in regulatory policy.Candidates will have a good first degree, preferably with a postgraduate 
qualification, be between 25 and 34 and have acquired at least three years sound practical experience working in a 


government department, academic institution, consultancy, 


financial institution or major corporation. Working as part of a 


> team, the successful candidate's responsibilities will cover a number of projects for UK based and overseas Clients, drawn 
from legal, financial, corporate and other service sectors and utilising advanced analytical techniques. The ability to plan, 


d organise and think creatively is of key importance. Some travel may be involved. Initial attractive salary and benefits negotiable 


but will include, car, non-contributory pension, free life assurance, free medical facility and assistance with removal expenses 
if necessary. Applications in strict confidence under reference IRE 22703/E, will be forwarded unopened to our client unless 
you list companies to which they should not be sent in a covering letter marked for the attention of the Security Manager: 


CAMPBELL-JOHNSTON RECRUITMENT ADVERTISING 
LONDON EC2M 5PJ. TELEPHONE: 01-588 3588 


TEMBER 301989 . 


LIMITED, 3 LONDON WALL BUILDINGS, LONDON WALL, 
or 01-588 3576. TELEX: 887374. FAX: 01-256 8501 ; 
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Store Location Research and Assessment 


Senior Statistician 
C£34,000 + car + benefits 


Identifying new store locations with the greatest sales 
and profit potential plays a significant role in our UK and 
overseas development programme. The current plan includes 
acquiring sites for our traditional high street stores, new edge 
of town opportunities and shopping centre locations in 
addition to specialist food neighbourhood stores, 

This appointment has been created to strengthen the 
current management team and to provide highly specialised 
technical and research skills. 

Reporting to the Department Manager you will provide 
the company with the highest level of statistical expertise. 

Responsible for a small team you will use your 
knowledge and expertise to produce a variety of sales 
forecasting models utilising such techniques as gravity 
modelling and multivariate statistics; consequently you will be 













familiar with a range of software including for example SPSS 
and SAS etc. Le 

Highly motivated by challenge you will probably have 
gained your Masters degree in OR/Statistics and have 
experience of retail analysis within consultancy, property 
research or a similar assessment unit within a retail company. 

The position offers the immediate opportunity to work 
inan extremely stimulating environment; with excellent career 
development potential as the company enters a new era of 
analysis. 

For further details telephone our advising consultant 
Janet Jones for an informal discussion on 01-637 2171. 
Alternatively forward your CV to DAL Retail, 7 Cavendish 
Square, London W1M 9HA, 

We are an equal opportunities employer. 


MARKS & SPENCER 


HEAD OFFICE 








CHANGE MANAGEMENT 
CONSULTANTS 


c.£50,000 + car + benefits 


Our business is the management of change in large and 











London . 


management breadth and technical depth, to add value 





complex organisations. Formed less than four years ago, 
we are the recognised UK leaders in this field. We work 
with some of the most successful British and 
international companies, and with key parts of the public 
sector, Our clients look to us for support in changing 
cultures and in getting new strategies. out of the 
boardroom and through to the point of delivery. 


Our work is difficult, because it calls for combined 
process and content consulting in open-ended situations. 
You must have the intelligence and presence, but also the 














for demanding clients. 


You are probably 34-42, with three years’ relevant 
consulting experience built on an earlier career in line 
management (or perhaps personnel or finance) and a 
good first degree. You are bored when confined to 
functional boxes and excited by the prospect of top level 
general management consulting. You want to be doing 
now the kind of work the profession as a whole will be 
moving towards in the '90s. 


Please write, in confidence, to: . 


Stephen Taylor, Director 
Kinsley Lord Ltd 
34 Old Queen Street, London SW1H 9HP 
























An Unprecedented 
Th pay. November 9, 1989 1:00 p.m. 
-" The Pointe on South Mountain, 


pea) 


Phoenix. 

























. Palama Ranch 
This is a rare opportunity to own 
-one of the most unqiue ranches in the U.S. 


aas so 
* tracts ranging from approximately 500 to. 5,000 acres 
* offering any tract, any combination or as a total property 
* produces Pima cotton, some of the finest quality in the U.S. 
* produces both hard red and durum wheat 
* irrigation water supply with miles of concrete lined canals 
ie prime location, 70 miles southwest of Phoenix 
For further information and an auction brochure, contact 
Schrader/Westchester at 1-217-352-6000 
or FAX 1-217-352-9048. 


Schrader/Westchester 


The Agricultural Auction Company of America. 
fe association with Martin, Goodrich and, Associates, Inc; and Ai Investment Co. (AZ. Broker). 


Sale of the 
Skills Training Agency 


In March 1989 the Secretary of State for 
Employment announced plans to move the Skills 
Training Agency (“STA”) into the private sector. 










The STA comprises 60 Skillcentres providiàg 
training in a range of craft, technical and super- 
.visory skills for private employers and within the 
Government's Employment Training programme. 


Deloitte Corporate Finance has been appointed 
to act as Main Sale Adviser in the sale of the STA, 
all parts of which are for sale as training businesses. 
Potential bidders wishing to receive copies of the 
information Memorandum should write to: 


Nicholas Morriss Deloitte Corporate Finance 
Hillgate House 26 Old Bailey LONDON EC4M FPL 


Deloitte Corporate Finance is 4 member of the Finaneul Iptermedtarics. 
Managers and Brokers Regulatory Associaton, 

This advertisement docs set and iy not imtended to constate an merit 
t6 purchase or otherwise acquire aay assets el the balja Training Agenes 


Deloitte 
Corporate Finance 








ingle largest cotton/wheat producing ranches in the U.S. 



































Newly Published: 

Internation 
Accounting 
Auditing | 


A comprehensive two-volume st 
including: : 







International Auditing Trends 
e Analysis of the Global Network of the Offices of 
International Accounting Firms n 

ə Global List and Analysis of 16,000 Clients 


Audited by international Accounting Firms in 
46 Countries 
















e How to Undertake Competitive Analysis Among 
International Accounting Firms: Issues 
and Answers 






« Analysis of Audit Fees in 9 Countries 


International Accounting Trends 
e Accounting Standards in Practice in 24 Countrie 


e Trends in Financial Statements of Banks and 
Insurance Companies in 22 Countries 












«e How to Analyze International Annual Reports: 
Issues and Answers 






« Sample Annual Reports for Multinational 
Corporations d 

e Lexicon of 600 Accounting Terms in 8 
Languages with English Translation 


NENNEN MEME LE 







Sendus______. copies of International Accounting 
and Auditing Trends at US $295.00 per copy (plus $10 
shipping in North America, $40 outside North America). 









O Check enclosed O Send an invoice 


Name 








Title/Department 


Firm 





Address 





City 





State Postal Code 





Country... Phone 


CIFAR 


Center for international 
Financial Analysis and Research, inc. 
601 Ewing Street, Princeton, New Jersey 08540 USA 


Phone: (609) 921-0910 Fax: (609) 921-0216 











Unlike many rival communications systems 
specialists we could name, Alcatel does not cater 
for an individual country as its home market. Rather 
the entire globe is treated as one. 

Witness the fact that Research is conducted 
in eight separate countries, manufacturing takes 
place in twenty-one, and servicing is undertaken 
in no less than one hundred and ten. 
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Servicing that is carried out by local Alcatel 
professionals who understand local needs and 
requirements. 

Given this radically different approach, widely 
disparate national standards and specifications 
pose few problems. 

Undoubtedly this benefit is further enhanced 
by the flexible and open-minded stance taken in 
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every arena in which Alcatel operates. Be it Public 
Network Systems, Transmission, Business Systems, 
Cables or Network Engineering and Installation. 


It's an attitude that other companies would do Y 
well to follow. ALCATEL 


For only then could they have the same view 
of the communications systems market as Alcatel; 
namely, a global one. 





Alcatel n.v., World Trade Center, 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 
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and agate 
he Tees and Hartlepool Port Authority operates the UK's 
econd largest port in terms of tonnage of goods handled; the 
remier UK port for volume and variety of bulk liquids passing 

igh; the major entry and distribution point to the UK for 
ase chemicals. Teesport and Hartlepool are within 24 hours' 
ailing of most of mainland Europe and Scandinavian ports. 
‘oth are vital to Teesside commerce. British Steel at Redcar 
sends 25 per cent of its exports through its own Teesside facility. 
Phillips Petroleum's Norsea terminal, largest of its kind in the 


orld, processes and redistributes all the oil from the Ekofisk 
eld. Initially an import facility, Nissan UK is increasingly using 
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BIRMINGHAM 






LONDON k 





way to Europe 


TEES/SI 


Initiative Talent Ability 


MILITE 













THE UK’S 7 
SECOND LARGEST PORT 






its purpose-built terminal for exporting UK made cars to the 
EEC. IC/s Billingham wharves account for 400 ships a year. The 
Tees Offshore Base reaches into the future of offshore . " 
exploitation through its advanced subocean technolog, 
complex. In providing facilities for these and many others, the 
Tees and Hartlepool Port Authority has built up a formidable 
technical expertise. An expertise which is ready to serve new 
port-related industries on Teesside. To find out more contact 
Duncan Hall, Chief Executive, Teesside Development 
Corporation, Tees House, Riverside Park, Middlesbrough, 
Cleveland TS2 1RE. Tel 0642 230636. Fax 0642 230843. 
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Lost to the world 

















Ngee gives way to praise, Marxism-Le- 
FAninism yields to the vigour of liberal 
_ democratic ideas, and the superpowers do 
business in a spirit of genial co-operation. It is 
all still new enough to amaze, but maybe not 
for much longer. Gradually the onlookers are 
.. coming to realise that all this billing and coo- 
^. between the United States and the Soviet 
"jon may mean a world run by pigeons. 
: Not that anyone wants America and Rus- 
~ gia to return to their old cold-war hostilities. 
© Certainly not. But the superpower love-in, 
- displayed to such effect last weekend in Wyoming's Jackson 
Hole and then repeated at the United Nations in New York 
(see page 45), conceals one truth and reveals another, and 
both point to the need for action and imagination of a kind 
-that Russia cannot give and America seems reluctant to. 

The concealed truth is that the new, harmonious super- 
power relationship is an unstable one. The Soviet Union un- 
der Mr Mikhail Gorbachev has embarked on an extraordi- 
nary adventure into the unknown about which the only 
certainty is that of change: whether Mr Gorbachev succeeds 
or fails, his country, and the system of satellites of which it has 
long been the centre, are not going to stay as they are. In the 
Soviet Union itself the West may be powerless to do much 
more than give Mr Gorbachev a helping, arms-cutting hand. 
‘In Eastern Europe it can do more. The greatest threat to the 
-"3imes emerging in Poland and Hungary is the plight of their 

 onomies. It will be an indictment of the West if Poland's 
Solidarity-led government fails for want of economic help. 

The other truth, sometimes obscured in the past but now 
revealed anew, is that many of the world's problems have an 
independent existence of their own. America and Russia may 
sometimes help to bring them to an end; but, as superpowers 

turn soppypowers, the help is becoming more conspicuously 
marginal than before. In many places solutions cannot be im- 
posed from either Washington or Moscow, or even from both 
acting in concert. Thus, though the great East-West clash of 
ideas has changed to a mellow hum of concurrence, fighting is 
breaking out again in Cambodia, Afghans battle on, hopes 
flicker but feebly in the Middle East, peace prospects darken 
in Angola and civil war engulfs Sri Lanka. 

All this has implications for the many countries with 
nasty disputes in their back yards: no longer can they blame 
superpower rivalry for all their ills. If their regional problems 

are to be settled, the first steps will have to be taken in the 
regions themselves, by the people most directly concerned. 
_ But the next steps? Even in the newly revealed multipolar 


id, many problems, and certainly many begging bowls, are 





































































eventually going to arrive at the door 
America and Russia. 

In Moscow they will meet a new realis 
that of the accountant. True, Russia still gives 
aid to old friends. But the underlying cause 
its upheaval is its economic failure: the Sovie 
Union is broke. lt cannot afford to keep s 
many men under arms, to build so man 
weapons, to prop up so many Cubas an 
Vietnams. It is not abandoning an activist f 
eign policy, merely presenting it more ¢ 
structively (everywhere), cutting costs (in 
rica, Central America) while promoting its aims (in Iran) 
guarding its flank (in Afghanistan). Russia realises that foi 
eign policy is not a zero-sum game between the superpower 
“concessions” may bring rewards. And by directing mean 
ends, it is learning to get value for money in foreign affair 

A less sophisticated re-evaluation seems to be at wor 
Washington. The United States, too, is motivated by thri 
though its budgetary problems are a mere bagatelle compari 
with the Soviet Union’s. If it wanted to rescue Eastern E 
rope, bale out Latin America and keep 5m men under arm: 
could do so. But Americans’ aversion to taxes, as well as the 
post. Vietnam preference for staying at home, cramps th 
style on the world stage. These constraints were recognise 
though not explicitly, by Ronald Reagan, whose eponymous 
doctrine aimed at rolling back third-world commu m 
through proxies such as the contras in Nicaragua and UNIT: 
in Angola. Under President Bush the ambitions as well as t 
aims have been trimmed: his secretary of state, Mr Jam 
Baker, appears to see his job less in terms of the conventiot 
pursuit of foreign policy and more in terms of boostin 
boss in opinion polls at home. 


Still a job for America 
What are the prospects, then, for tidying up the world's o 
standing disputes and averting others? Some issues look | 
being purely local affairs: the conflict in Sri Lanka, for 
stance, will be solved by Sri Lankans and Indians or b 
one. In other places local agreements will be necessary but 
sufficient to ensure a lasting settlement; superpower co-ope 
tion, sometimes delivered through the United Nations, wil 
also be needed to make it stick. This is the formula follower 
successfully so far, in Namibia. It is eluding the peacemaker 
in Angola and Nicaragua because the locals, despite the goo 
will of neighbouring countries, cannot agree. In Cambodi 
Afghanistan and the Middle East, there is neither local agr 
ment nor much evidence of neighbourly goodwill. : 
Can the UN and other international agencies fil 



















um left by the superpowers? No: the world is still too bipolar. 
he UN can act only if the great powers want it to—and are 
repared to fork out. With America and Russia both behind 
in their UN dues, America woefully so, the chances of the UN 
doing much more remain sadly slim. 

Increasingly, therefore, the gaps will be filled by regional 
powers: China (in Cambodia), India (in south Asia), the Eu- 
ropean Community (throughout Europe, if it can get its act 
together) and Japan (worldwide, if its political will can be 
made to match its wallet). Some of these interventions may be 
for the better, some for the worse. But America should not 





give up. The chances of events going right —promoting the 
march of liberal democratic ideas—will be greater if the 
United States regains at least some of its old gusto for the 
endeavour. Europe and Japan can do some of the work: on 
aid to Poland the European Community is already taking a 
lead. But even in Europe, let alone farther afield, the EC is not 
going to be a complete substitute for America for years to 
come. 

The United States still has the biggest role in the world 
and, with the demise of communism, the biggest opportunity. 
What it lacks is the bravura with which to play it. 


































Y THE end of the annual meetings of the International 
A Monetary Fund and the World Bank on September 
th, almost everybody felt let down. The currency markets 
anted the governments of the big industrial countries to 
state their aims and their means of achieving them; they got 
ushy talk followed by a swift jab from the central banks that 
eft nobody any clearer about the medium term. The third- 
world debtors wanted big concessions from their commercial- 
ank creditors; they saw bankers girding themselves with bad- 
bt provisions that will allow them to take a harder line. The 
anks wanted a lot more public money as the price for negoti- 
iting substantial debt relief; they mainly got blank stares, If 
bold diplomacy were the key to a thriving world economy, 
mankind would be in trouble. 
Thankfully, it is not the key. To make their economies 
Osper, governments have to do something even harder than 
orging accords in Washington: they have to pursue sensible, 
uietly unambitious policies at home. Many governments are 
ling to do this. Why? Partly because economic diplomacy 
can make their negligence look acceptable. 


e perils of co-operation 
The mF has a vested interest in co-operation. Accordingly, its 
chief economist, Mr Jacob Frenkel, offers a plausible rationale 
for it. After the dollar’s fluctuations this year, he cannot ar- 
gue that co-operation is providing exchange-rate stability, still 
less that it is holding the dollar at a level that will continue to 
narrow America’s current-account deficit. Indeed, the IMF’s 
new forecasts predict that the deficit will start to grow bigger 
again next year (see page 81). Mr Frenkel’s case for co-opera 

ion is therefore more modest. It helps governments, a bit, to 
do what they should want to do anyway—trim a budget defi- 
cit here, soften a structural rigidity there. He likens the Group 
of Seven’s talks to meetings of a weightwatchers’ club. Peer- 
group pressure, he says, makes self-restraint easier. 

- The trouble is that a group of unsupervised fatties is more 
likely to pop into the ice-cream parlour than the gym. Super- 
ion and outside discipline are part of the diet-club 
-formula—but governments hate such taskmasters. Without 

hem, though, peer-group pressure becomes peer-group ac- 
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Washington's ice-cream parlour 








commodation. The months between the Louvre accord of 
February 1987 and the stockmarket crash in October are a 
case in point: Co-operation on currencies was at its most am- 
bitious. America’s external deficit was financed not by private 
capital but by the other central banks, Without that taxpayer- 
financed bailout the dollar would have collapsed—and the 
Group of Seven’s senior partner would have had to confront 
the underlying causes of its external deficit. 

Two years later the G7 wants not to prop up the dollar but 
to drive it down. Little else has changed: many American offi- 
cials still hope to get slim by making their friends eat more. 
They see reducing their country’s current-account deficit as a 
job for co-operation as much as for domestic policy. To this 
end, the G7’s latest communiqué urges Japan and West Ger- 
many to keep demand growing faster than output, the better 
to suck in America’s exports, even though both economies 
have seen strong growth and rising inflation in 1989. In its 
truly co-operative way, the communiqué stresses this as much 
as America's familiar, empty promise to cut its budget defi ^ 
which remains the heart of the matter. The Bush administ. 
tion would happily accept higher worldwide inflation in ex- 
change for buoyant demand at home and a further postpone- 
ment of the cuts that it needs to make in its budget. The 
danger is that the G7 might oblige. 

The perils of co-operation are becoming equally clear in 
dealing with debt. While America seeks international cures 
for its domestic-policy ills, the governments of many of the 
debtor countries devote themselves to extracting concessions 
from foreign bankers and handouts from industrial-country 
taxpayers. What they should be doing is labouring at the eco- 
nomic reforms that are essential for future growth. 

True, many debtor governments have implemented re- 
forms under duress. But they have usually assured their voters 
that the changes are not really necessary—it's just that those 
wicked foreigners insist upon them. Since this strips the re- 
forms of all credibility, it is hardly surprising that they have 
often collapsed, and that the citizens of these countries are 
not tempted to bring home the billions they have stashed 
abroad. Happily, there are exceptions. Mexico (of late), Chile 
and Bolivia have made great strides, and their efforts deserve 

















to be recognised. Elsewhere, though, negotiations like those 
in Washington over the past few days are too often a stand-in 
for domestic economic reform, not a spur to it. 

When economic co-operation lacks discipline—in the 
form either of a leader with good sense, or of rules that bind 


Help from tiddlers 


Big companies can learn a lot from the smaller ones they tie up 


with—if they give them room to breathe 


HE chairman of Jaguar has a familiar problem. For five 

years Jaguar has thrived on small-company flair. Now it 
needs big-company resources. Faced with poor sales and tum- 
bling profits, Sir John Egan needs to bring in new models; so 
` could use the financial and marketing clout that a Ford 
. üch wants to buy 15% of Jaguar) or a General Motors 
would bring. Yet Sir John fears that any such giant would 
smother the spark of independence that let Jaguar develop 
such world-beaters as the E-type—and will be needed again 
for its proposed r-type to succeed. 

Though it sounds like having his cake and eating it, Sir 
John has special reason to be wary. Before regaining its inde- 
pendence through privatisation in 1984, Jaguar was almost 
snuffed out as part of sprawling state-owned British Leyland. 
Big-company clumsiness in the car business still abounds. The 
Rover Group has squandered the MG name, once a byword 
for wind-in-the-hair sportscars, by using it on family hatch- 
backs. Outside the car industry, the André Courréges de- 
signer label was once a celebrated name in high fashion. Now, 
under the ownership of Itokin, its former Japanese distribu- 
tor, it is plastered on everything from cameras to telephones. 
Like MG, Courréges has lost its cachet. 

Yet Sir John should not despair. Some of Jaguar’s poten- 
tial suitors are beginning to avoid two of the commonest mis- 

' es once made by big swallowers of small companies. They 
— 2 being cautious about devaluing the specialist names they 
have bought: Ferrari's reputation has lost nothing since the 
company was taken over by Fiat. The wisest swallowers are 
now applying gentle, “hands-off” management. Ford has not 
meddled with the running of Britain's Aston Martin, in 


Mother Russia's parliament 


"It 


























all the partners—it has a bad habit of turning attention away 
from what matters in the long run and towards the quick po- 
litical return. That sort of co-operation does more harm than 
good. Which is why this week's lack of international boldness 


is no cause for distress. 


which it bought a 7596 stake in 1987. It has just tiles the 
backing for a new 155mph hand-built car, the Virage. 

Beyond prestige or a sense of altruism, what do the multi- 
nationals get for their money? The right answer is an educa 
tion. Just as Ford is learning lots about super-efficient Japa 
nese methods of mass production from its 25% stake ir 
Mazda, it is also learning about specialist carmaking from / ) 
ton Martin. Big carmakers need to make their manufacturing 
more flexible, to satisfy increasingly choosy buyers. Specialist 
car companies already know how to please some of the qui p 
est customers, and they do so with lean management. What 
takes regiments to achieve at corporate headquarters is often. 
done, in small companies, by one man. Left alone, the min- 
nows can teach big companies about streamlining their lum 3 
bering businesses in several different ways. : 


Look and learn 
These lessons can be put to good use by bigger parents in 
everything from management processes to mass-market mod- 
els. The lessons apply not only to the motor industry, but tc 
every case where big companies face the reverse of Sir John's 
problem: the need to inject small-company innovation into 
big-company bureaucracy. That need will grow as markets 
fragment and product life-cycles shorten. IBM, the world's big- 
gest computer maker, has signed alliances with nearly 20 
tiddlers to try to combine their innovation with its own prow- 
ess in marketing and customer service. The best advice for a 
corporate giant thinking of buying an innovative tot? Loo 
and learn. The reason you are buying flair is because your 
own colossus can't produce it. 
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A support for Mr Gorbachev, but also perhaps a source of trouble ——— ug 


S ANY parent knows, life is never quite the same again 
after the birth of a child. So it is with the new creature 

Mr Mikhail Gorbachev has brought into the world. Born just 
six months ago in semi-contested elections, the fledgling par- 
liament in Moscow has already transformed Soviet political 
life. Mr Gorbachev’s brilliant baby learnt straight away how 
to win attention. Now it has to learn how to handle a pile of 





perestroika legislation. Pause to admire the precocious tod- 
dler, then consider the problems of growing up. f 

It has quickly become not just a lively debating 
(something its rubber-stamp predecessor, which met for just a 
few days a year, never was), but an alternative to the Commu- 
nist party as a centre of power. The new parliament has eal 
influence over the laws it passes and over the ministers whe 
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Survive its veto over their appointment. It also commands the 
respect of many voters: the clearest illustration of that was 
when striking miners looked to the parliament—not to the 
trade unions or the Politburo—as the only institution they 
trusted to guarantee the promises made to them. 
.  Parliament's power has worked several wonders for Mr 
Gorbachev. First, it has made him immensely more secure. 
Despite his Politburo purges, he would still look vulnerable— 
amid the country’s deepening economic misery and ethnic 
‘strife—were it not for the parliament. It is no longer enough 
for would-be coup-plotters to oust him as party leader, as hap- 
pened to Khrushchev; they would have to get parliament to 
remove him as president as well. Backed by this ingenious 
insurance policy, Mr Gorbachev could afford to bubble with 
confidence when he met Mrs Margaret Thatcher this week. 
His party, by contrast, is nervous. That is the parliament’s 
second triumph. True, 90% of deputies are party members; 
but the arrogant decision-making monopoly of a small clique 
apparatchiks is over, and with it the easy conservative 
blocking-power that frustrates reformers. First the voters 
ocked the party at the polls by rejecting several top Com- 
munists, including the leadership in Leningrad. Then the par- 
liament ended the comrades’ cosy secrecy with frank, tele- 
vised discussion of policy. Local nationalists, Siberian miners, 
Moscow economists—all now think they can influence deci- 
sions by lobbying parliament. 
Hence the young assembly's third remarkable achieve- 
ment: it is making millions of people suddenly interested in 
politics, after decades of the impotent apathy which Mr Gor- 
bachev knows could kill perestroika. Some of them have he 


up 


come deputies, suddenly stretching the art of the possible. 
Others support their local nationalist movement. These are 
the first, faltering steps of normal, pluralised politics. 


Ulster's leaky police 


B avery is not enough 


ONSTERS”, said Margaret Thatcher, visiting a 
di town where ten young men had just been murdered 
by an IRA bomb. Monsters the bombers were and are, but that 
does not answer the question that troubles all civilised soci- 
eties: how to deal with the monsters in a way that does not 
destroy the values that distinguish the civilised from the mon- 
trous. Nowhere is that question more painful to ask than in 
Northern Ireland itself, those 5,000 square miles of gentle 
landscape that have inspired monstrosities of every kind. 
|. Of the people charged with keeping the peace in North- 
ern Ireland, none has a harder time than the members of the 
Royal Ulster Constabulary (RUC) and the Ulster Defence Reg- 
iment (UDR). They are brave beyond all reason; but they are 
also regarded with suspicion by most Catholics, and hated by 
some. Both sentiments are now being heightened by evidence 
that members of the RUC and UDR (and of the British army) 
have been slipping information on suspected IRA members to 
Protestant terrorists. These leaks have almost certainly re- 
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The next stage of development promises to be tricky. Thi: 
parliament, remember, is still a Communist creature: there 
was no choice of parties in the March election, and the choice 
of candidates was all too often rigged in apparatchik-filled 
rooms. That ensured a conservative majority in the 2,225. 
member Congress of People’s Deputies, which for extra cau- 
tion is filtered down into a 542-member working parliament, 
the Supreme Soviet. Mr Gorbachev might like his infant to 
remain lively but basically obedient (no smart ideas about a 
multi-party system, no rebellion against the party's “leading 
role"). But, as Poland and Hungary are showing, it is hard to 
keep democracy in nappies. 


And so to adolescence 


Already there are factions in the parliament which could 
evolve into separate parties. Some deputies are now openly 
pressing for a multi-party system (see page 53); it may not 
come just yet, but nor will the demand go away. Local elec- 
tions due by next spring will create more competition—n 

bly from nationalists—for Communists in the republics 
regions, strengthening a local pluralism which eventually 
must surely spread to the national parliament. 

The Supreme Soviet reassembled this week after its sum- 
mer holiday, and the coming months will be a test of its matu- 
rity. It is supposed to pass a clutch of crucial laws, including 
ones on property, the press and the rights of republics. Re- 
formers will be battIng with the party apparatus to make these 
laws as liberal as possible. If Mr Gorbachev helps the appa- 
ratchiks win too many of the arguments, he risks robbing the 
parliament of its new credibility. If the radicals sense that they 
are stronger, they will be encouraged to flex their muscles still 
more—if necessary against Mr Gorbachev himself. A rebel- 
lious adolescent can be hard to control. 





sulted in the murder of IRA men whom the police had de- 
spaired of convicting through the courts. 

The UDR and the RUC are an integral part of Ulster’s Prot- 
estant majority. For that reason the British government has 
tacitly resigned itself to accepting that nothing will prevent 
the occasional security lapse. By adopting a policy of 
“Ulsterisation” which has handed much of Ulster’s security 
affairs over to Ulstermen, it has relied heavily on local officers 
to keep collusion to a minimum. It is this Ulsterisation policy 
which is now under fire. 

The moral grounds for the policy were badly undermined 
by the Stalker affair in 1984-86, Allegations of “shoot-to-kill” 
tactics by the RUC were investigated by Mr John Stalker, a 
senior policeman sent over from the mainland; but his find- 
ings were effectively swept aside. Rather than promote a thor- 
ough reform of the province's security arrangements, the 
British government itself connived at a blatant miscarriage of 
justice. The latest row over collusion begs the same raw ques- 
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r Stalker was prevented from answering: can the 
tholic minority rely on the security forces for fair treat- 
ent? The scale of the leaked intelligence suggests not; and 
s should be as worrying to politicians in London as it 
- clearly is to their counterparts in Dublin. 













‘The southern connection 
"The Anglo-lrish agreement has at last begun to mean some- 
thing, not least because the Republic’s police are giving in- 
formation and other help in tracking down the bombers and 
< gunmen who slip across the border between north and south. 
- But the latest leaks from the RUC and the UDR are making the 
Dublin government wary. Its high-grade intelligence reports 
. will give way to empty posturing again, if loyalist death-squads 
appear to be among the end-users of the information. 
.. Some people argue that the present RUC-UDR set-up 
makes collusion with Protestant murderers inevitable, so the 
British and Irish governments should switch to formal pan- 
Irich policing arrangements. Actually, the mere prospect of 
ed policing appalls the government in Dublin, because it 
promises a political quagmire of responsibility with little or 
no power. Such a policy also raises moral questions of its own, 
since the Protestant majority has always rejected it. If law and 
order is to be shared with the Republic of Ireland, that is 
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: Annesley, and the announcement of a fre: 





much more than the thin end of a united-Ireland wedge: it is 
the wedge itself. 












that goal. ("Go sick”, said Mr Stalker, w 
for his advice to anyone attempting to trea 
The appointment of a new chief constat 













RUC's methods, under Cambridge's depu i 
Mr John Stevens, offer the last chance to prove 
reform can work. a c —  — 
Mainland politicians have much riding on th: 
Mr Annesley and Mr Stevens. Unless the honesty ofthe pr 
ince’s security forces lives up to their courage, the British g 
ernment’s only remaining course will lead away fron 
Ulsterisation altogether. That would mean even more in 
volvement by the British army—for all the proven difficultie 
of such a course—and a lot more taxpayers’ money. But thi 
British government should make it clear that it will not fli 
from either, if this is the price of honest policing. In the stru 
gle against monstrous terrorism, it isn't enough for policemei 
just to be brave. ; 












Hang loose, Mr Regulator 


Co-operation between the world's securities regulators is fine, within bounds 


" Bl are becoming like barber-shop quartets— 
— [X all harmonisation. Over the past decade the men who 

. oversee the world’s securities markets found themselves sing- 
ing clashing tunes as national boundaries disappeared in the 
face of deregulation and technology. Now the regulators are 
earring it together with a will: too much will; in fact. All the 

.at the Venice gathering of their newly spruced-up club, 

the International Organisation of Securities Commissions 
(osco), was about common frameworks—for prudential su- 
pervision, settlement of deals, investor-protection and. new- 
fangled investment products—that will transcend national 
frontiers. It sounds logical enough, but it is loaded with risk 
that supervisors will re-regulate globally in the 1990s what was 

laboriously deregulated nationally in the 1980s. 
; The regulators have good reason to examine the global 
result of 15 years of freeing up national markets. The dollar 
value of equity deals across frontiers has increased tenfold 
- over the past decade, to $1.35 trillion-worth a year, with Oc- 
tober 1987's crash in share prices causing only a brief setback. 
‘As national markets have swollen and opened, foreign firms 
~ have piled in. Such firms still have to meet domestic rules of 
business, but a regulator overseeing the newcomers has to 
place increasing (and often uneasy) faith in the home-country 
officials and rules that vouch for their soundness. His unease 
grows as technology transmogrifies markets and financial 
firms, and blurs the distinctions between them. 

-< There should be two touchstones for international co-op- 
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eration in securities-market regulation: prudence and fa 
ness. Regulators have made a sensible start on both, by wor! 
ing towards adequate and more closely aligned natio 

standards for the capital demanded of securities firms. Ne 
year Japan is set to adopt the kind of capital-adequacy tes 
now used by America and Britain, under which capital re- 
quirements are set according to the market- and settlement 
risks of a firm’s exposures. These three countries envisage th 
same alignment of capital-adequacy rules as the Bank for In 
ternational Settlements (BIS) is putting in place for commer 
cial banks. It may not be easy: the Bis took 15 years to reac 

agreement, and the European Community is squabbling ove! 
rules for the securities markets (see page 94). 


Too tidy for Frankfurt 
The fiercest complaints about 10SCO's capital proposals com: 
from West Germany. That is partly because the plan is al 
to the way that its banks—the only institutions in West Ge: 
many allowed to deal in securities—allocate capital. But i 
also because the proposals would erode the competitive ed, 
that West German banks currently enjoy over foreign secur 
ties houses doing business in their country. 
More important, the touchstone of fairness between mar- 
kets must extend to investors in securities and to issuers of 
them. Wildly differing new-issue and accounting procedur 
can act as protectionist barriers that keep apart willing issu 
in one country and willing buyers in another. The first serio 
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study to suggest ways of bringing down those barriers was put 
out in Venice. Wisely, it recommends mutual recognition of 
‘nations’ varying new-issue methods, much as America and 
Canada have recently agreed to between themselves. Encour- 
aging mutual recognition is far simpler than demanding uni- 
formity, and the end result is much the same. 

= Uniformity for its own sake is anyway a goal to be 
shunned. Whenever the regulators feel the itch to regulate 
rigidly, they should be compelled to chant the mantra of the 
twins: Prudence and Fairness, Prudence and Fairness. This is 


Lebanon's lesson 


. And what Israel can learn from it 


TT IS nota full stop, but it is some sort of punctuation mark. 
On September 24th a ceasefire began to take fitful hold in 
and around Beirut. To judge by the tens of thousands of refu- 
.gees who streamed back to their ruined city, this one, unlike 
. its predecessors, has some chance of lasting. General Michel 
oun appears to have lost his six-month war against Syria in 
ebanon; and anyone who cares about the future of the Mid- 
. dle East needs to ask why he lost. The answer does not apply 
to Lebanon alone. It also holds a warning for Israel. 
.. General Aoun is a simple artillery officer who rose to com- 
mand his country's tiny army. In September 1988, when dis- 
agreements between the Muslim and Maronite members of 
Lebanon’s parliament prevented it from electing a new presi- 
dent, the departing President Amin Gemayel put the Maro- 
nite army chief in charge of an "interim" administration. The 
Muslims thereupon set up a rival administration of their own. 
-.. At first, nothing much happened. Over the past decade 
Lebanon has fallen apart and remade itself as a patchwork of 
confessional enclaves, each administered and protected by 
one or more private armies. This sort of Lebanon was per- 
fectly able to live with two pretenders to the central govern- 
ment. Pretence, afterall, was all it could really be. Not even 
President Gemayel, whose legitimacy most Lebanese more or 
less recognised, had wielded much practical power outside the 
Maronite enclave around Beirut. The reason for the past six 
months of bloodletting is that General Aoun tried to put the 
_ pieces of Lebanon back together again. 

The general had honourable motives, but honour is not a 
strategy. His rough notion was to reunite Lebanon around a 
common hatred of the Syrian forces that had occupied it 
since 1976—soon after the start of the civil war. Instead, he 
brought disaster. The Syrians blockaded the Maronite en- 
clave and drenched it with artillery fire. Iraq sent the Maro- 

. nites arms and ammunition; the French sent fuel, medicine 
and messages of sympathy. But no outsider was prepared to 
fight a war with Syria, so the outcome of General Aoun's na- 
. tion-rebuilding efforts was predictable. When enough Leba- 
nese had died, the Arab League fixed up a ceasefire under 
which Syria can stay on indefinitely—or, perhaps the same 
thing, until such time as the Lebanese Muslims and Maro- 
. nites submit themselves to a new constitution. 
20 
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particularly important for the vast “offshore” professional 
markets, such as the Euromarkets, which have thrived pr 
cisely because regulation is absent. Aunt Agatha does nc 
deal in Eurobonds; the investors who do should be able t 
look after themselves, and deserve to lose money if they don" 
Regulatory zealots think that global regulation might let ther 
get their hands on such markets. Unlikely: these are mobil 
markets, whose only trading floor is the telephone and th 
telex. They could move to Brassplate Island in the course of 
single weekend, just while the markets were closed. 








Many Lebanese Muslims share General Aoun's dislil 
the Syrian occupation. Had even a few of them rallied to fii: 
banner, his war might have gone better. One reason they dic 
not is that several of the Muslim and Druze militias enjoy 
Syrian patronage, and would have lost by the resurrection o 
central authority in Lebanon. But the Muslim rejection of the 
general's cause was mostly a reflection of the long-term failure 
of the Maronites to cope with the cruel predicament history 
bequeathed them. 

After the first world war France snapped off bits oi 
Greater Syria and incorporated them into a Greater Leba 
non. Since then, the Maronite dilemma has always been 
whether to share power with the Muslims of those areas or 
withdraw into their own heartland around Mount Lebanon. 
Choosing neither, they clung too long to an arrangement that 
ignored demography and gave the Maronites an upper hand 
in a country where Muslims were becoming the majority. 


Israel tomorrow 


What has Lebanon's sorry tale got to do with Israel? Simplv 
this: what defeated General Aoun was not only the weig 

the Syrian army. The weight of Lebanon’s history was also 
against him; and it is a history Israel is in danger of repeating. 

Like Lebanon, and however unfairly, Israel is regarded by 
the Arab world as a colonial aberration. Its best hope of ac- 
ceptance by its neighbours lies in reaching a settlement with 
the Palestinians. Like Lebanon, Israel is being remade by de- 
mography. In Greater Israel more than half the children un- 
der six are Muslims. Within 25 years Jews will probably be the 
minority. Yet Israel will neither share power with all these 
Arabs nor, says its present prime minister, redraw its borders 
closer to its pre-1967 Jewish heartland. 

By not choosing one of these options, Israelis will con- 
demn themselves, as the Maronites did, to perpetual war with 
the Muslims in their midst, and so to the internal erosion of 
their state. Unlike the Maronites, Israel’s Jews will not let 
themselves become the weakest force in a system of private 
armies; Jerusalem will become Belfast before it becomes Bei- 
rut. But that is not much of a consolation to draw from the 
failure of General Aoun. 














.EUROPE'S SOCIALISTS 


Has anybody seen our 


philosophy? 


Europe’s socialists are near all social-democrats now. Meaning what? 


They don't know. They ne 


HESE ought to be good times for mid- 
dle-of-the-road socialists in Western Eu- 
rope. After a decade in which right-wing 
parties—and, still more, right-wing ideas— 
e generally held sway, a leftward swing 

ild seem natural; the rose of of social-de- 
mocracy should be smelling sweet. At the 
centenary get-together of the Socialist Inter- 
national in Stockholm last June, Mr Hans- 
Jochen Vogel, leader of West Germany's So- 
cial Democrats, declared that “democratic 
socialism is gaining appeal." In Eastern Eu- 
rope, maybe. In Western Europe, not so. 

Recent swings against the centre-right 
have not helped the centre-left. The gains 
have gone to small non-communist parties 
further left, to Greens or to the far right. 
That was what happened in the Dutch and 
Norwegian elections this month. Only in 
Britain have voters discontented with right- 
wing government swung straight over to the 
left (and that mainly in opinion polls). 

West Europe's centre-left parties, vari- 
ously known as labour, social-democrat or 
socialist, all have a socialist inheritance. To- 
day, though, they talk of "market social- 
ism", and it is the first of those words that 

y emphasise. A Colombian delegate at 
tne Stockholm meeting accurately summed 
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to find out if they are to deserve power 


up their position: "My party's called Liberal, 
but it's basically quite socialist. With these 
Europeans, it’s the other way round.” 

This tactic has kept Europe's socialists 
just about respectable with middle-class 
floating voters, at the cost of growing ten- 
sions with their left wing. That showed in 
Norway's recent general election, when Mrs 
Gro Harlem Brundtland's Labour govern- 
ment lost ground and the Left Socialists 
gained. In Spain, the leader of the Union 
General de Trabajo, Mr Nicolas Redondo, is 
fed up with "the caviar left". He says his 
trade-union confederation will not support 
Mr Felipe Gonzalez's Socialists in the gen- 
eral election on October 29th. 

In 1975 European socialists held, shared 
or were challenging hard for power. It was 
not absurd for them, at least in northern Eu- 
rope, to see themselves as the natural party 
of government. They were soon to take a 
fall. The first to go, in 1976, were Sweden's 
Social Democrats, after 43 years in office. In 
1979 Britain's Labour party was thrown out. 
In 1982 the right won power in Denmark; a 
centre-right coalition took over in Holland; 
in West Germany Mr Helmut Schmidt's So- 
cial Democrat-led coalition collapsed, and 
the right won the subsequent election. 





































The left is now back in power—as a mi- 
nority government—in Sweden. It may 
creep back to a share of government, às à 
junior partner of the Christian Democrats, 
in Holland. In Britain, West Germany. ai 
Denmark it is still out of power. And 
hold on Norway may not outlive next wee! 

Latin Europe seemed to swing the othe 
way, but not for love of the left. In newly 
democratic Spain and Portugal, many voter: 
saw in right-wing parties the shades of: 
Franco or Salazar. In France too, Francois 
Mitterrand in 1981 won the presidency— 
and the Socialist-Communist alliance thar 
he had created a parliamentary majority 
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EUROPE'S SOCIALISTS 





mainly because voters wanted change 
after 23 years of conservative rule. Mr 
Mitterrand's Socialists lost the par- 
liamentary elections of 1986, but got 
back two years later—as a minority 
government—on the re-elected presi- 
dent's coat-tails. 

In Italy the left has profited only 
modestly from decades of Christian 
Democrat dominance. "Left" here is 
a confusion of names. The Social 
Democrat party is on the right. The 
true social-democrats are the Social- 
ists. They are normally in power as ju- 
nior partners of the right; indeed 
their leader, Bettino Craxi, was prime 
minister in 1983-87. The Commu- 
nists are by now social-democrat ex- 
cept in name (and may soon drop 
even that). The compromesso storico 
of 1976-78 brought them all-but into 
government, but they have been in 
opposition since. And the Christian 
Democrats, albeit weaker, still rule. 


Why the left lost 


The left's widespread loss of support was not 
due just to the usual swing against the party 
n power; nor to the bad luck of being such as 
the oil-price recessions after 1973 and 1979 
hit home. As in America, neo-conserva- 
tism's time had come. Belief in a benign, in- 
terventionist state was badly shaken. Many 
voters, including working-class ones, had 

n to see trade unions more as greedy 
power-players than as underdogs. When em- 
ployers complained that measures meant to 
protect workers in fact discouraged hiring 
them at all, they got a hearing, even (espe- 
cially?) in the lengthening dole queues. Tax- 
payers, especially though not only middle- 
income ones, were fed up. Welfare capital- 
ism seemed to have hit a limit. 

Voting trends suggest that during this 
period Europe's socialists either passed or 
were already beyond their electoral peak. 
Compare the best score of the main party of 
the left at general elections since 1945 with 
its latest general-election result: 


44 (1976) 
50 (1968) 
49 (1982) 

combined 


The best explanation for this is the sim- 
ple one: as society and technologies develop, 
the rock on which socialist parties were 
founded, the industrial working class, is 
eroding. Class conflict in politics will sur- 
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Kinnock: hoping 





vive. But the old one-class party is gone. 

That does not leave the social-democrat 
parties with no one to turn to: to some ex- 
tent, public-sector non-manual unions have 
replaced industrial ones as the bastions of 
socialism, most obviously in France or Swe- 
den, but noticeably also in Britain. But in- 
creasingly the centre-left must find its voters 
in the white-collar and middle class. 

That has long been where many socialist 
politicians sprang from. It is more so than 
ever today. Only about a tenth of the Social 
Democrats in the German Bundestag or of 
Socialists in the Spanish Cortes come from 
blue-collar jobs. More and more Labour 
members at Westminster started out in edu- 
cation or social work. Teachers dominate 
the French Socialist party. Lawyers run 
Greece's PASOK (which could use them now 
that Mr Andreas Papandreou, its leader, 
and several colleagues face charges of mis- 
conduct while in office from 1981 to 1989). 

The trouble is that the old alliance of 
working-class unions with middle-class re- 
formers is crumbling too: so many of the re- 
forms have come about. Western Europe's 
social democrats are, to some extent, the vic- 
tims of their own success. Theirs was the 
Keynesian map used first in Scandinavia in 
the 1930s and then after 1945, by right and 
left alike, to chart the rest of Western Eu- 
rope's recovery: full employment under- 
pinned by government spending, state wel- 
fare, free trade-unionism and social reform. 
Now, except for full employment, most of 
that has been achieved, at least in northern 
Europe. 

Only in Britain has there so far been any 
real attempt to reverse, rather than adjust, 
welfare capitalism. Even there, as elsewhere, 
despite the market revolution of the 19805, 
government spending remains high. 


The tricks of survival 


What then have socialists to offer 
now? Their work done, do they face 
slow decline? Their conservative op- 
ponents should not gloat too soon. 
European socialists have from the 
start shown astonishing flexibility 
and capacity for survival, often to the 
fury of their left-wingers. Britain's 
Conservatives have stood for just 
about everything over the past cen- 
tury. They have got away with it, and 
kept their name. Can European so- 
cialists pull a similar trick? 

They have in a century of history 
made three great changes of course. 
The first was to choose reform over 
revolution. The first world war ended 
the dream of international socialism. 
The Russian revolution then divided 
socialists from communists, fightine 
each other as much as they did t' 
right. In the West, reformist socialis... 
has bested communism, as doctrine 
and at the polls. France’s Commu- 
nists, once dominant on the left, are 
today far behind the Socialist party. Even It- 
aly’s reform-minded Communists are no 
longer, as they once were, way ahead of the 
Socialists. In 1976, they had 34% of the 
vote, the Socialists 10%; in last June’s Euro- 
elections the respective scores were 28% and 
15%. Other West European communists 
with more than 10% of the vote—in Cy- 
prus, Iceland, Finland and Portugal—also 
long ago stopped believing in revolution. 

The second shift was to drop planning 
and accept the market. The Swedes did that 
in the 1930s, the West Germans at their 
famous Bad Godesberg congress in 1959, 
Spain’s Socialists recanted in the 1970s. 
France's too have done so in practice, 
though they prefer not to avow the change. 
The party's line on the mixed economy, la:4 
down by Mr Mitterrand, is stand-pat: 1 
more privatisation, no more national- 
isation. Britain's Labour party was torn 
apart by Hugh Gaitskell’s attempt at reform 
30 years ago, and was still dreaming grandi- 
osely of state intervention and state enter- 
prise under Harold Wilson's prime minister- 
ship in the mid-1970s; it has gone pretty 
quietly along as Neil Kinnock has shuffled 
its ancient dogmas aside in the 1980s. 

Ratifying these changes takes time, and 
is usually done in a whisper. The Socialist 
International this year agreed on a new dec- 
laration of principles, its first in 30 years. 
Abandonment of the old vision of a 
planned economy was put this way: “Social 
control of the economy is a goal that can be 
achieved through a wide range of economic 
means." For "social" read "public" and 
American Democrats could buy that. 

The third great shift was to reform and 
set limits to the welfare state. European so- 
cialist parties now accept that governments’ 
share of GNP did need capping. Even in Swe- 
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Battersea Wharf is one of London's prime sites - 13.75 possession and full planning permission for immediate 
acres on the south side of Chelsea Bridge in Central London development of offices, apartments, hotel, shops and 
with superb views over historic parts of the city and a short restaurants. Its owners are seeking a development partner to take 
distance from the West End. The freehold site has vacant advantage of the publicly acknowledged potential of the site. 


For full details contact 
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+44) 1 930 1090 


70 Jermyn Street Londoa SWIY 6PE 
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EUROPE'S SOCIALISTS 





den, birthplace of the welfare state, the fi- 
nance minister, Mr Kjell-Olof Feldt and his 
"right-wing ghosts”, as the left calls them, 
have drawn the line. The party's blueprint 
for the 1990s, published last August, looks 
forward to tax cuts. Future welfare needs 
must be met, it says, from cost-cutting and 
by expanding consumer choice. 

A fourth change of priorities is still un- 
der way: to accept pollution as a, if not the, 
big issue. The German Social Democrats' 
main economic plank is less the shorter 
work-week than an “ecology” tax on fuel. 
Socialists in Sweden and Britain also are go- 
ing green. They are late and not alone; in 
Britain, indeed, the Conservatives got there 
first. Little wonder. As the grand reformist 
Objectives of the past have been largely 
achieved, here—as the June Euro-elections 
showed—is an issue to which 
today's enthusiasts respond 
(and which, as Mrs Thatcher 
has shrewdly noted, need have 
no nasty redistributive effects). 

Will these changes be 
enough to keep socialists as the 
alternative party of govern- 
ment? Or are they, for histori- 
cal reasons beyond their con- 
trol sliding down to that 
danger area below 3096 of the 
vote where further losses, even 
in proportional electoral sys- 
tems, can lead to collapse? 

Several courses are open to them. One 
already frayed idea is that of gathering to- 
gether the women's movement, Greens, im- 
migrants-rights groups, disarmers, gays, 
blue-collar unions and the unemployed. 


Craxi: ex 


- This just might make a protest movement of 


the dispossessed, assuming its conflicting 
bits saw value-added in such a "rainbow co- 
alition”. But it would have no clear intellec- 
tual underpinning, and it does not begin to 
look like a party of government. 

Another idea is to become simply a Eu- 
ropean version of America's Democrats, the 
alternative administrators of capitalism, 
with soft hearts but no socialist baggage of 
tight state control, planning or public own- 
ership. That is already starting, and, loth as 
the European left can be to admit it, some 
Democrats are quite radical. But the 
precedent is unhappy: the Democrats are 
facing the same sort of identity problem as 
European socialists. 

Might socialists find real work as the 
core of centre-left coalitions to defend wel- 
fare capitalism against the radical right? 
This, roughly, is what a well-known Marxist 
historian, Mr Eric Hobsbawm, recommends 
for Britain’s Labour party. It is a “Get 
Thatcher out" strategy. The message for La- 
bour, which Mr Kinnock seems to have 
heard, is to make itself sellable at all costs to 
the middle-of-the-road voter. 

Could some variant be of wider use in 
Europe? Though certain Thatcherite eco- 
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nomic ideas are common in continental Eu- 
rope, the heart of Thatcherism looks no 
more exportable to the continent than Eu- 
ropean cars are to Japan. Mrs Thatcher 
wants to roll back the welfare state; conti- 
nental governments have so far largely lim- 
ited themselves to containing it. If that 
changed, socialists might aim to rally voters 
around the defence of an up-to-date welfare 
capitalism. 

Socialists may yet have to fill one un- 
happy role, that of barrier, in alliance with 
conservatives, to the extreme right. One va- 
riety of extreme right has just got 1396 of the 
vote in Norway. France's nastier National 
Front probably has a core vote of around 
10%. West Germany's Republicans, nastier 
still, given their historical background, got 
7% in the Euro-election; some Christian 








Uia 
Vogel: maybe 


Democrats there are wondering privately 
about an alliance with them if next year's 
general election wipes out the Free Demo- 
crats and leaves their own party ahead of Mr 
Vogel's (or Mr Oskar Lafontaine's?) Social 
Democrats, but without a clear majority. 

Fear of the far right helped Mr 
Mitterrand in 1988. It might help socialists 
elsewhere. But "unite against intolerance" is 
hardly a heroic rallying-cry for the left. Cer- 
tainly the idea offers no positive philosophy, 
even if right-wing extremism grows strong 
enough to make such alliances necessary— 
which quite probably it will not. 


Ideas, not names 
Socialists ought not to count on long runs of 
power again, and surely will not deserve 
them, unless they can show what they will 
use it for. As Ronald Reagan and Margaret 
Thatcher have shown, ideas 
count in politics. Socialists 
need a new public philosophy. 
Call it non-socialist, neo-social- 
ist or simply socialist. Names, 
in the end, do not change 
many votes. 

Socialists are children of 
the enlightenment. They do 
not crazily think, as their oppo- 
nents sometimes claim, that 
men are perfectible, but that 
social conditions are improv- 
able through public action. A 
starting point of much of the 
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more interesting new socialist thinking is 
about the citizen as consumer. The free-mar- 
ket right says: "Get the state off the individ- 
ual's back”; "distribute property rights”; 
"let the market decide." Socialists argue 
that liberty for the pike is tyranny for the 
minnow. The state is needed as an active ref- 
eree, for example to police monopolies. In 
Germany, Social Democrats want to 
strengthen the anti-monopoly office. Mr 
Achille Ochetto, Italy's Communist leader, 
would like to curb big-business power to 
give more room to smaller firms. Again, as 
single countries no longer wholly control 
economic policy, the question of democratic 
control shifts locale. Socialists need a view 
on how much say voters should have over 
international economic decisions. 

Liberty for the state, though, can itself 
also be tyranny for the citizen. 
Hence the new interest on the 
left in civil rights, well ilh 
trated by Britain's Charter ' 
movement. It argues for a writ- 
ten bill of rights (and for pro- 
portional representation, a no- 
tion so far rejected by Labour 
leaders perfectly content with 
an anti-democratic electoral 
system so long as it gives them 
their turns in office). 

A number of social think- 
ers such as Mr Norberto 
Bobbio, an Italian, and Mr Ronald Dworkin 
and Mr Thomas Nagel, both Americans, are 
tackling the old problem of reconciling so- 
cialist interest in equality with liberals' con- 
cern for personal freedom. If you take seri- 
ously the idea that all citizens have certain 
"negative" or "freedom-from" rights— 
equality before the law, the right not to be 
discriminated against—then you should, so 
the argument goes, also probably accept the 
notion of equal opportunity, the idea thor 
the weak should have the same chances 
life as the strong. And if you do that, you get 
a distinctly radical social programme. lt 
could include fairer access to schools, inheri- 
tance taxes to encourage the break-up of big 
fortunes, affirmative action against race or 
gender discrimination, a minimum income, 
to replace the welfare tangle, from which the 
well-off needlessly benefit. 

It is not sure that all or any 
of this can be worked properly 
through and distilled into sell- 
able election programmes. 
Marxists and free-marketeers 
alike doubt that an equal mar- 
riage of socialism and liberal- 
ism can work. lt strikes them as 
a fudge. It may take voters too 
that way. Of the options facing 
Western Europe's social-demo- 
cratic socialists, this would be 
the hardest. But if it works, it 
offers them a future. 
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Waiting for the Khmers Rouges 


ACK in March a gold ring could be 
bought in Phnom Penh for the equiva- 
lent in Cambodian riels of about $40. This 
week, as the Vietnamese left for home, the 
price was $50. In the uncertainty in which 
Cambodia now finds itself, gold, the univer- 
sal and ageless currency, has acquired extra 
lue. A bit of the bright stuff tucked away 
uld be the price out of the capital, the 
price of life itself, if the Khmers Rouges re- 
turned to the city they once despoiled. 

Not that anyone is making any predic- 
tions. Certainly not the diplomats, journal- 
ists, aid workers and other readers of the 
runes watching the soldiers go on Septem- 
ber 26th in what the Vietnamese said was 
their final pull-out. The know-alls have been 
shown to be badly wrong once this year by 
predicting that the Najibullah government 
would fall as soon as the Russians left Af- 
ghanistan. Sensibly, they are more cautious 
about the future fortunes of Cambodia. 

The reality is that far less is known 
about Cambodia than is known even about 

istan. For years, while they were 
fighting the Russians, the mujaheddin guer- 
rillas allowed reporters to accompany them 
on their expeditions deep into Afghanistan. 
The guerrilla leaders were given the kind of 
"ublicity usually associated with showbiz. 
he Cambodian resistance has had a soli- 
tary star, the photogenic, quotable and un- 
predictable Prince Norodom Sihanouk. But 
the men who have done most of the fight- 
ing, the Khmers Rouges, have remained as 
elusive as ghosts. The dreaded Pol Pot, a 
chief architect of the policies that left more 
than Im of his people dead when the 
Khmers Rouges ran Cambodia in 1975-78, 
has not been seen in public for a decade. 

It is not even known how many fighters 
the Khmers Rouges can muster. Military ex- 
perts come up with estimates that vary so 
much as to be meaningless. British and 
American estimates tend to be between 
30,000 and 50,000. The French, who for 
many years ran Indochina, put the number 
at no more than 5,000-8,000, depending on 
the season. Still, 5,000 fighters can do a lot 
of damage. It was for this reason that, in the 
period leading up to this week's Vietnamese 
withdrawal, much thought was given by 
those interested in the future of Cambodia 
to what could be done to put an end to the 


THE ECONOMIST SEPTEMBER 30 1989 


Khmer Rouge threat. 

One idea given an airing was that, as 
part of a peace settlement, the Khmers 
Rouges should be incorporated into a Cam- 
bodian defence force alongside the soldiers 
of the Phnom Penh government. It soon be- 
came clear that this would be totally unac- 
ceptable to the people of Cambodia: it 
would be as if the Waffen ss had been in- 
vited to join the army of post-war Germany. 
The accompanying idea, of allowing Khmer 
Rouge representatives to take part in an in- 
terim pre-election government, never had 
the slightest chance of being accepted by the 
Phnom Penh government. Instead, the 
Phnom Penh prime minister, Mr Hun Sen, 
tried to persuade Prince Sihanouk to ditch 
the Khmers Rouges and become head of 
state of a neutral Cambodia. This was the 
deal that Mr Hun Sen believed could be 
achieved at the Cambodian peace confer- 
ence in Paris in August. 

There was a summer lightness in his step 
as the conference started. President Bush 
had said he didn't like "those Khmer Rouge 
guys". The Chinese had indicated that they 
would stop supporting the Khmers Rouges 

ause China "did not want to be iso- 
lated". With China and the American presi- 
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Look, the Viets are really going 








dent behind the deal, success seemed as- 
sured. Yet the conference broke up in 
failure. 

The talk among the delegates is that the 
American State Department torpedoed the 
deal. It seems it is not yet ready to do any- 
thing to please Vietnam (see next story). In- 
stead, it pushed the unacceptable idea of an 
interim government that included the 
Khmers Rouges, despite Mr Bush’s rejection 
of them. Prince Sihanouk became confused 
and refused to negotiate further. This week 
a bitter Mr Hun Sen said of Sihanouk: “The 
king of the Khmers Rouges has his hands 
stained with blood.” 

The blood being shed this week was 
around the town of Pailin, close to the bor- 
der with Thailand (see map). Around 2,000 
Khmers Rouges were reported to be besieg- 
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— ing the town. If it falls, they plan to march 


on Battambang, a sizeable city, seize it for a 
day or two and murder a few hundred of its 
citizens. Such a massacre, coming so soon 
after the Vietnamese withdrawal, would, it 
is believed, demoralise other Cambodian 
towns, including the capital. The Hun Sen 
army will fight tooth and claw to prevent it 
happening. 

The one bit of cheer in Cambodia's oth- 
erwise bleak outlook is provided by the Thai 
prime minister, Mr Chatichai Choonhavan. 
Almost alone among the leaders repre- 
sented at the Paris conference, Mr 
Chatichai has refused to accept failure. He 
has a vision of a Cambodia at peace, trading 
happily and profitably across an open bor- 
der with Thailand. To the annoyance of 
some of his colleagues in ASEAN, the re- 
gional organisation, he has had talks with 
Mr Hun Sen. By entertaining the Cambo- 
dian in Bangkok, the Thai leader has gone 
as close as he dare to recognising the Phnom 
Penh government. Real recognition would 
anger China, which, because of the failure 
of the Paris conference, continues to use 
Thailand as a conduit to supply arms to the 
Khmers Rouges, an arrangement that suits 
some Thais quite nicely. 

This week Mr Chatichai popped up in 
Sweden and was later going to Norway and 
France. He hopes that some brave European 
country will recognise the Hun Sen govern- 
ment, ending the pretence in the West that 
the Khmer Rouge-dominated regime is the 
real government of Cambodia. (At present 
India is the only non-communist country to 
have relations with Phnom Penh.) If this 
happens, he believes that other countries 
will follow, including the weaker ones, like 
his own, who live under the shadow of the 
big powers. The Khmers Rouges would then 
be isolated and, so it is argued, its killing 
days would be numbered and Cambodia 
would attain peace. Meanwhile, a little gold 
could come in handy. 





Vietnam 


Dollars, please 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


| ee Vietnamese hoped that their with- 
drawal from Cambodia would signal the 
start of a new era. America would normalise 
relations. The mr, the World Bank and the 
Asian Development Bank would no longer 
be tied by American-led constraints, and 
would be free to plough millions of dollars 
into building up Vietnam's dilapidated in- 
frastructure. Japan would send crates full of 
yen in bilateral aid. 

So strong was Vietnam's hope of being 
welcomed back into the international broth- 
ethood of nations that it spent the past year 
carrying out economic reforms that sur- 
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Memories of the war still haunt America 


passed anything the mF might have de- 
manded. Ludicrous exchange rates became 
sensible ones, staple goods were sold for 
free-market prices, interest rates were raised, 
and for the first time in years the banks were 
filled with savings. Farmers were given 15- 
year leases on land. Officials from the DMF 
and other agencies took a look round and 
were impressed. 

For the moment, Vietnamese hopes 
must be dashed. America, it seems, is not yet 
ready to normalise relations with its old ene- 
my. It wants to block an IMF loan that is be- 
ing promoted enthusiastically by the Fund’s 
officials. America says it is concerned that 
Vietnam still has too much “low-priority ex- 
penditure", a reference to military spend- 
ing. Japan has gone along with this decision, 
although it seems to be political in origin. It 
said last week that, despite the troop with- 
drawal, it will give no bilateral aid to Viet- 
nam (or Cambodia). 

The Americans dismiss Vietnam's pull- 
out from Cambodia as an "apparent with- 
drawal”. True, some Vietnamese may still 
be there. Or they may not. Because of the 
failure of the Paris peace conference in Au- 
gust (see previous story) no United Nations 
observers have gone to Cambodia to moni- 
tor the withdrawal. 

Despite its failure to match economic 
liberalisation with political change, Viet- 
nam needs a break. Its Communist party 
leader, Mr Nguyen Van Linh (known to 
westerners as Little Gorbachev), has prom- 
ised hardliners that his economic reforms 
will, with the troop withdrawal, bring re- 
wards. If America blocks the rewards, it risks 
undermining the limited reforms that have 
been made. Vietnam will assume that the 
West is still its enemy, and that only commu- 
nist states can be counted on. 

One consolation for Vietnam is that 
some of its Asian neighbours take a more 
benign view of the country. Their represen- 
tatives in the money agencies favour invest- 
ment in Vietnam’s agriculture and in such 








projects as the modernisation of the por 
Ho Chi Minh City (formerly Saigon). 

The troop withdrawal from Cambodia 
has calmed Asian fears of Vietnamese ex- 
pansion. Despite an ASEAN economic em- 





| Just words 


ONGKONG has more than 

50,000 Vietnamese boat people 
whom the British colony longs to be 
rid of. It would like to force them to 
return to Vietnam. Force, though, is 
a word that sensitive officials are shy 
of using. It might suggest to the rest of 
the world that the British are not gen- 
tlemen. Instead, officials use the 
phrase “involuntary repatriation”. 
They also favour the threatening 
phrase "mandatory repatriation”, 
with a deliberate hint that the boat 
people may have committed a crimi- 
nal act merely by leaving Vietnam or 
even thinking about it. 

The English language endured 
new strains this week, this time from 
two Labour politicians, Lord Ennals 
and Mr Alf Dubs, who went to Hong- 
kong and Vietnam on behalf of the 
British Refugee Council, a charitable 
organisation. They claim that many 
boat people would “acquiesce” in re- 
turning to Vietnam without the use 
of force, even though they would not 
volunteer. Call the scheme the “or- 
derly return programme”, they say. 
"Terminology can be crucially 
important.” 

In the detention camps which dis- 
figure one of the richer places on 
earth, the terminology on the boat 
people's placards is less mealy- 
mouthed: "We'd rather die than be 
sent back.” 
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bargo of Vietnam, Singapore and Thailand 
are trading there. Indonesia and the Philip- 
pines are in favour of letting Asian Develop- 
ment Bank money into Vietnam. It could be 
on its way there within months. 





Philippines 


Base blackmail 


HE Philippine communists want the 
world to believe that they count. On 
September 26th, two hours before the 
American vice-president, Mr Dan Quayle, 
arrived in Manila to urge President Aquino 
to begin talks on a new agreement on mili- 
tary bases, they ambushed and killed two 
American civilians employed at the bases. 
Earlier in the day they shot dead one of Mrs 
quino's guards near the presidential 
pulace. 

It was the communists’ way of saying 
that the bases must go. The present bases 
agreement expires in 1991. The Americans 
want to extend it. The communists have 
given warning that there will be no end to 
the 20-year insurgency if a new bases agree- 
ment is signed. Mrs Aquino has said that 
she will not be blackmailed, but says she has 
not yet made up her mind about the bases’ 
future. 

A senior communist has told The Econ- 
omist that all Americans in the Philippines 
are now considered legitimate targets. In 
1987 three off-duty servicemen were killed 
outside Clark air base. Earlier this year Col- 
onel James Rowe, an American adviser to 
the Philippine army, was shot as he was driv- 
ing to work in Manila. 

Mrs Aquino said last month that the 
war was likely to turn increasingly vicious as 
the communists tried to hide the fact that 

ey are losing. Half a dozen top guerrilla 
teaders have been arrested or have surren- 
dered in recent months. The rank and file in 
the New People's Army have lost much of 
their appetite for fighting after purges in 





Welcome to Manila, Mr Quayle 
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their ranks which have resulted in hundreds 
of executions. 

Mr Quayle, whose ten-day Asian trip 
has taken him to American military installa- 
tions in South Korea and Japan as well as 
the Philippines, has been assuring allies of 
America's continuing commitment to Asian 
defence. This week's killings, he said, will 
only strengthen America's resolve. He gave 
Mrs Aquino a letter from President Bush 
urging her to start negotiations for a new 
bases agreement as soon as possible. 

But there are those in the Philippines 
who believe that the Americans are on the 
way out. A new agreement would have to be 
approved by the Philippine Senate, which 
has already indicated that it will not do so. A 
national referendum will decide the final 
outcome. 

Some American fighter aircraft have al- 
ready been transferred to Japan. Talks have 
been held in Singapore about the possibility 
of stationing others there. Most Pentagon 
officials have reconciled themselves to los- 
ing Clark. But they still hope to save Subic, 
the home base of the Seventh Fleet. 

The communists argue that the Philip- 
pines is a victim of American imperialism 
and can never be free until the bases are re- 
moved. Paradoxically, by including Ameri- 
cans among their targets, they may not be 
slaying the colonial father-figure at all. They 
may merely be convincing more and more of 
their fellow-countrymen, acutely embar- 
rassed by the killing of their former protec- 
tors, that the bases should stay. 





Japan 


All together now 


FROM OUR TOKYO CORRESPONDENT 


APAN's unions, like those in other rich 

countries, have come to look more and 

more like exhibits in an industrial mu- 
seum. Only 2796 of the Japanese workforce 
is unionised, about half the proportion of 
1948. Women, part-timers and new kinds of 
work have taken their toll on the traditional 
blue-collar trade union. But the ruling Lib- 
eral Democratic party's woes have suddenly 
made the sleepy trade unions rub their eyes. 
Union bosses believe they could decide the 
outcome of the next general election, which 
has to be called before next June. 

The unions have this opportunity be- 
cause the opposition is divided. After inflict- 
ing a humiliating defeat on the Liberal Dem- 
ocrats in July's upper-house election, the 
Japan Socialist party, the largest opposition 
party, has hit an obstacle. It cannot agree 
with other opposition parties on what to do 
about foreign policy. Members of the Demo- 
cratic Socialists have begun to mutter in 
public that they might feel happier in a co- 
alition with the Liberal Democrats than 
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A new tool in politics 


with the Japan Socialists’ leader, Miss 
Takako Doi. 

The unions have turned out to be more 
pragmatic. Rengo, the association of pri- 
vate-sector unions, fielded 12 candidates in 
the upper-house election; 11 of them won 
their contests after persuading the other op- 
position parties’ candidates to stand down. 

For the past two years Rengo has been 
negotiating on and off with Sohyo, a group 
of public-sector unions, about a merger. On 
September 29th Rengo and Sohyo were due 
to sit down with a third, smaller, union fed- 
eration to talk about a get-together with it 
too. On November 21st a national conven- 
tion is expected to make the merger of all 
three unions official. The New Rengo, as it 
will be called, will have 8m members and 
¥600 billion ($4.1 billion) yearly income, a 
potent political force indeed. Little will be 
left of the traditionally more left-wing Sohyo 
than a pressure-group to promote hostility 
to nuclear weapons, which have no place in 
the new movement’s priorities. 

For all that, politics is a new game for 
the unions. Until now, Rengo has spent 
only about ¥3 billion a year on political 
work. That is less than any faction leader of 
the ruling party expects to collect in a good 
year. Rengo may have trouble finding candi- 
dates good enough to win votes in parlia- 
ment’s lower house. And there is disunity at 
the fringes: though Nikkyoso, the 678,000- 
strong teachers’ union, is planning to join 
Rengo, its officials say that they may “work 
independently” if Rengo’s policies are not 
in accord with their own radical ones. 

The new grouping will without doubt 
strengthen the unions’ hand in negotiations 
with the opposition parties. Rengo is hoping 
that, by knocking heads together, it will be 
able to build a united front against the Lib- 
eral Democrats. An opinion poll in the 
Yomiuri Shimbun, Japan's biggest daily pa- 
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FROM OUR TOKYO CORRESPONDENT 


Siecle png wives get a rough ride in 
Japan. Mrs Sosuke Uno, wife to the 
mid-summer prime minister, suffered the 
daily humiliation of reading in the news- 
papers of her husband’s many extramar- 
ital pecadillos. Her reaction was not to put 
arsenic in his rice-balls, as other women 
might have done, but to think first of sav- 
ing the July upper-house election for the 
ruling Liberal Democratic 
party. She went on televi- 
sion, apologising to a be- 
mused public for her hus- 
band's conduct, but failed to 
save his job. 

The wife of Mr Toshiki 
Kaifu, the latest prime minis- 
ter, rose above an early at- 
tempt by a magazine to 
smear him about his sex life. 
On a bigger issue, where her 
family should live, she put 
her foot down. Like official 
wives everywhere, she did 
not fancy the cramped quar- 
ters and civil-service furnish- 
ings of an official residence. 
According to the Shukan 





Bunshun, one of the weeklies that carry 
more spice than Japan's staid dailies, she 

complained about bullet-holes in the 
walls, left over from an attack on a prime 
minister of the 1930s. At first Mrs Kaifu 
had her way. For a few precious weeks her 
husband commuted to work from the 
family flat. It seemed a small female vic- 
tory, unusual in Japan. The triumph was 
short-lived. 

Mrs Kaifu had reckoned 
without the kisha kurabu, 
the “reporters’ club" of 
(male) political ^ writers 
whose job it is to keep tabs 
on her husband, day and 
night. In these clubs—noth- 
ing more, really, than larger 
versions of the British par- 
liamentary lobby—journal- 
ists trade their independence 
for unlimited access. As part 
of the deal they expect a 
room where they can sit 
around, smoke, watch televi- 
sion, make their telephone 
calls and drink their booze 


and coffee. 





In the past the journalists perched in 
an ante-room of the prime minister's 
home. Chez Kaifu there was no such 
space. Clearly this could not go on. On 
September 16th Mrs Kaifu bowed to the 
inevitable, and packed her bags for the of- 
ficial residence. 

Wives, indeed any women, count for 
little in Japan’s political and commercial 
life. There has been a burst of “Doi fever” 
since the emergence of Miss Takako Doi 
as leader of the newly credible Socialist 
party. But this is more the result of shock 
than of real change. Few other women 
have power, or even much influence. Pri- 
vate companies hire bright women stu- 
dents with promises of equal treatment, 
then quickly make it clear that the fast 
track is for men only. 

Japan's senior woman is Mrs Mayumi 
Moriyama. She got her job as Mr Kaifu’s 
cabinet secretary only because a sex scan- 
dal made her male predecessor resign, and 
the Liberal Democrats needed to do some- 
thing to attract women’s votes. Women 
have, to be sure, become more vociferous 
as members of the political audience. But 
as performers on the stage they are still 
unusual. That is one of the reasons why 
Mrs Thatcher’s listeners on her visit to Ja- 
pan last week were interested even when 
they were unimpressed. 





- per, says that the ruling party has regained 
. its lead against the opposition. It has 36% 
. Support against 29% for the Japan Socialists 
. and 10% for other parties. That at least may 


E concentrate the opposition's mind. 





k The Pope in Asia 
No time for 
. limorousness 


E JOHN PAUL is no stranger to ex- 
= A plosive situations, but one that awaits 
him on his trip to Asia from October 6th to 
16th will demand even more sensitive han- 
- dling than most. The minefield is East Ti- 
mor, a former Portuguese possession an- 
nexed by Indonesia in 1976 in the wake of 
 Portugal's 1974 revolution. 

Three-quarters of East Timor's 700,000 
people are Roman Catholic. Most are op- 
posed to Indonesian rule, some of them 

. fighting a guerrilla war which obliges the In- 
— donesian government to keep an army on 
_ the island. Bishop Carlos Ximenes Belo sent 
a letter to the United Nations secretary-gen- 
. eral in May seeking support for a referen- 
dum that would allow the East Timorese to 
decide their own future. The Catholics at 
first feared that the Pope's visit would 
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amount to tacit recognition of the Indone- 
sians' right to be there. In fact, the Vatican, 
like the UN, Portugal and some other gov- 
ernments, does not recognise East Timor's 
annexation. Bishop Belo's diocese is admin- 
istered direct from Rome. 

Catholics make up only 396 or so of In- 
donesia's total population of some 178m, 
the vast majority of whom are Muslims. But 
the Catholic church is making gains: in 
1941, when the Dutch still ruled the coun- 
try, there were 540,000 Catholics, most of 
them Dutch. Now there are at least 4.4m. As 
in South Korea, the growth has been mainly 
among the middle class. One attraction is 
the excellence of Catholic schools, only 
55% of whose pupils are, in fact, Catholic. 
The Catholic ritual also seems to attract 
many Indonesians, whose native religions 
are mystical in character. 

Indonesian bishops had been hoping 
for a papal visit for a long time, not least be- 
cause they reckoned that it would 
strengthen the church's position against at- 
tacks by strongly anti-Catholic (and anti- 
Christian) Muslim fundamentalists. The 
government also worries about the funda- 
mentalists. To appease them the papal visit 
will be a state visit—the Pope is head of the 
Vatican state—rather than a pastoral visit 
to his flock. But the call on East Timor will 
be a pastoral one. Another potentially con- 
tentious issue was the language the Pope 
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should use to celebrate mass when in East 
Timor: the local Tetum or Bahasa-Indone- 
sian. This has been resolved by a decision to 
say it in Latin. 

The test of the soundness of this diplo- 
matic footwork will be what happens on Oc- 
tober 12th, when the Pope arrives. Jakarta 
Radio announced last week that security 
would be tightened during the visit to Ener 
Timor to “prevent undesirable eleme: 
from exploiting the event”, 
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... ments was so widely welcomed as 


Jack, the swamp 


fighter 


WASHINGTON, DC 
ATONE of President George 
Bush's cabinet appoint- 


that of Mr Jack Kemp to the De- 
partment of Housing and Urban 
Development (HUD). The housing WH 
department was a neglected 
, kwater. during the eight 
“..,.agan years, left quietly in the 
hands of a prominent black 
lawyer, Mr Samuel 
Pierce—Silent Sam, as he soon 
became known. Mr Kemp, by 
contrast, is a talkative ex-foot- 
baller, bursting with ideas. 
Even Democrats who disliked 
his supply-side economic views 
thought he might advance the 
fight against homelessness and 
inner-city poverty. 

He still might, when he has time to spare 
from the horrors he inherited. His troubles 
started in March, when an audit report re- 
vealed that the subsidies paid to developers 
for doing up old houses had been dished out 
in response not to needs but to bids from 
well-connected consultants. The consul- 
tants, who included some influential Repub- 
licans, were liberally rewarded by the grate- 
~ ful developers. A congressional committee 
i rted investigating. As it belatedly studied 

~earlier audit reports, it uncovered a list of 
abuses, ranging from simple embezzlement 
to complicated mortgage-insurance frauds. 

As the scandals—and their cost to the 
taxpayer, now estimated at $4 billion-8 
billion—multiplied, it became obvious that 
Mr Pierce and his closest aides had some 
tough explaining to do. Mr Pierce, appear- 
ing before the committee in May, asserted 
that money had not been paid out in re- 
sponse to political lobbying and that he had 
never personally intervened to order the fi- 
nancing of a project. Several subsequent wit- 
nesses contradicted that testimony; so did 
internal HUD documents, some of them 
bearing Mr Pierce’s signature, — 

The committee recalled Mr Pierce, who 
first sought a postponement and then failed 
to show up on the agreed date, claiming that 
his lawyers needed more time to prepare 
him. The committee responded with a sub- 
poena demanding Mr Pierce's presence on 
three: mpre dies. On September 26th 
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And Silent Sand in dies water 


Mr Pierce appeared but, living up to his 
nickname, invoked. his fifth-amendment 
tights not to answer questions. He thus be- 
came the third cabinet secretary (serving or 
former) to do so: the other two featured in 
the 1922 Teapot Dome scandal. Two of Mr 
Pierce’s former aides, Mr Hunter Cushing 
and Miss Deborah Gore Dean, had already 
taken the fifth amendment; on September 
27th a third official, Mr Lance Wilson, fol- 
lowed suit. 

The committee’s chairman, Represen- 
tative Tom Lantos, a Hungarian-born Cali- 
fornian who has delighted television audi- 
ences with his deadpan one-liners, hopes 
that Mr Pierce’s lawyers will have had time 
to prepare him for his next appearance on 
October 27th. Other committee members 
are less polite. There is talk of appointing a 
special prosecutor. The Justice Department 
says that it is looking into some 700 HUD- 
related cases, though none is thought to in- 
volve Mr Pierce or his top aides. 

To those jaundiced by the sleaze of the 
Reagan administration, it all sounds de- 
pressingly familiar. Mr Kemp, ever the opti- 
mist, claims that the HUD scandals could be a 
blessing in disguise. He sees an opportunity 
not just to overhaul internal procedures and 
raise ethical standards but also to attract ex- 
tra attention to the policy changes he is 
proposing. 

Procedural reforms will come first, prob- 
ably in the next two-weeks. Mr Kemp has 
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his ndr. policy chan 
His goals are acceptabl 
controversy is over is 
proach. He promises 
tackle homelessness; whi 
rose sharply in the 1980s. I 
wants to reverse there 
decline in home ownershi 
and to make rental hous 
more affordable. He isk 
to improve public housing. And, his | 
known and hardest-to-achieve goal; 
wants to inject new life into inner cities; 
Among Mr Kemp's conservative allie 
several of whom now have jobs at HUD, 
favoured routes to these goals involve rent 
vouchers, fewer restrictions on housing: 
ply, the empowerment of public-housis 
tenants and tax incentives. Despite M 
Pierce's desultory efforts to bring abou 
change, government policy in the past h 
concentrated excessively on subsidies: f 
construction. and development. In 19 
three-quarters of HUD's rental assistance w: 
based on the project rather than the tenan 
Yet most housing experts agree that di 
support for tenants is cheaper, more € 
tive and less prone to corruption than sub: 
dies channelled through landlords and « 
velopers. It also enhances choice 
competition, two much-favoured . 1 
words. 
Agreed, say the critics, but handing : 
vouchers without improving the supply : 
housing would achieve nothing. They poi 
out that there are twice as many people € 
ble for rental subsidies as there are hom: 
for them to go to. Conservatives respo 
that supply is curtailed mainly by the zo 
restrictions and rent controls administer 
by local authorities. They would like tös 
these controls relaxed, perhaps by using t 
threat of withholding federal grants. 
And the inner cities? Mr Kemp is 























































ushing for the creation of tax-free enter- 
ise zones that, he says, would encourage a 
ousand - public-private partnerships to 
oom. He insists that tax incentives are a 
good way to pursue social objectives— 
hough there is evidence that they are often 
wasteful and tend to displace rather than 
create business activity. So far he has found 
Congress hard to persuade: the House Ways 
nd Means Committee did not include the 
dea in this year's tax bill. He is still hopeful 
of the Senate. 

‘But Mr Kemp's biggest problem is not 
congress. It is lack of cash. The one thing 
Mr Pierce was good at was cutting the size of 
his budget. Under his rule, HUD's yearly 
udget authority fell from $38 billion to $15 
illion—though because of a backlog of past 
ommitments, budget outlays actually rose 
om $13 billion to $18 billion. Even a mini- 
al programme of tenant vouchers would, 
ccording to the Congressional Budget Of- 

















fice, cost about $11 billion more than is cur- 
rently budgeted. Public housing may im- 
prove through tenant management, but that 
also needs a lot of extra investment. By 1991 
some 700,000 current rental-subsidy con- 
tracts are due to expire; failure to renew 
them would cause severe hardship. 

Mr Kemp may have to turn to another 
potential source of cash: the tax breaks that 
the middle-classes get on their homes. While 
government spending on housing steadily 
declined during the 1980s, the annual-cost 
to the budget of home-owners' tax reliefs 
rose from $25 billion to $50 billion. The 
benefits go overwhelmingly to people who 
have money already—which makes non- 
sense of Mr Kemp's view that HUD's housing 
assistance should, in the main, go to people 
who do not have much. If he is to find the 
best route out of the swamp left by Mr 
Pierce, he may need to raid those tax reliefs 
on the way. 













iving on a tropical Carib 


T COULD have been much worse. When 

the Great Hurricane hit the Caribbean 

1780, 22,000 people died. The safety pre- 

tions, suggested by the authorities, were 

residents to put on all their clothes, tie 

flows around their heads and hope for the 
t. 


towards you at 140 mph, there is no 


tople living on South Carolina’s coast could flee inland. The problem 


island is that when a hurricane howls 
where to flee 


cations. But when federal officials surveyed 
the damage, they found that law and order 
had broken down; islanders, joined by na- 
tional guardsmen and the police, were hav- 
ing a lovely time looting. Some 150 prison- 
ers, freed by the storm from jail, were also on 





; By comparison the human toll of 
Hurricane Hugo was slight. The is- 
landers knew in advance that the 
d was coming—though about all 
ey could do was duck. Early esti- 
ates are that fewer than 30 people 
died throughout the Caribbean. Not 
all were killed ín the storm itself. In 
Puerto Rico three of the five deaths 
reported were of power-company 
Orkers who were electrocuted as 
they cleared up afterwards. 
— But the physical and economic 
damage was severe. America’s two 
Overseas possessions in the region— 
Puerto Rico and the American Virgin 
Islands—found themselves directly in 
Hugo's way. The result: at least $1.6 
billion-worth of damage, thousands 
of families homeless, and a stream of 
mergency-aid dollars from the fed- 
eral government. 
=> St Croix, the largest and most 
outherly of the Virgin Islands, was 
the worst hit. And not just because of 
the hurricane. Hugo destroyed or se- 
verely damaged 70% of the buildings 


n the island and cut off all communi- 
34 


















































The path ot 
Hur 


the loose. One shoppingcentre staved off 
the looters by posting privately hired, rifle- 
toting guards on its roof. Military police and 
FBI agents were dispatched to the island, the 
first time federal troops have patrolled 
American streets (albeit quasi-colonial ones) 
since the civil-rights troubles in the 1960s. 

The Federal Emergency Management 
Agency (FEMA) estimates that the Virgin Is- 
lands suffered at least $400m-worth of dam- 
age (the dependency's lieutenant-governor 
reckons $4 billion). Some 3,000 people are 
homeless on St Thomas; it will be months 
before the telephone service is fully restored 
on St Croix; the local CBs and ABC televi- 
sion affiliates, which were on shaky financial 
ground anyway, may never recover. And 
there has been an oil spill: 42,000 gallons of 
fuel are now fouling some of St Croix 's shat- 
tered beaches. 

The most difficult problem will be per- 
suading the American tourists on whom t 
local economy depends to ignore the reports * 
of looting and to fly south again for their 
holidays. About half the dependency's GNP 
comes from tourism. St Thomas is already 
trying to distance itself in mainland Ameri- 
ca's minds from its sad sister, St Croix. 

Puerto Rico, America's other Carib- 
bean dependency, is better equipped to re- 
cover: it is larger (3.3m people), better gov- 
erned, and has a broader economic base. 
Most of the damage occurred in the north- 
east of the island, but the capital, San Juan, 
was also hit. 

Mr Antonio Colorado, the director of 
economic development, estimates the cost 
of the damage to be about $1.1 billion. 
Some 5,000 families are homeless; power 
will not be fully operating in the 
stricken areas for about a month; and 
perhaps as many as 400 manufactur- 
ing plants—an essential ingredient of 
the island's economy—were damage " 
in some way. Yet Puerto Rico is fa 
returning to normal. 

In the non-American Caribbean 
it was the small islands, those that can 
least afford it, that were most dam- 
aged. Montserrat, a tiny British is- 
land, lost nearly 1096 of its buildings 
completely. The most immediate 
problem is the jetty in the island's 
harbour: nobody knows where it 
went. This is a pity, since the airport 
is too small to handle relief supplies. 

Six people were killed in Guade- 
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loupe. St Christopher-Nevis lost much of its 
sugar. Dominica lost about $3m-worth of its 
banana crop. Most of the islands will be hurt 
by tourists cancelling their winter holidays. 

In times of disaster, the benefits of being 
under Washington's wing, even if not fully a 
part of the United States, come into their 
own. Puerto Rico and the Virgin Islands, de- 
clared disaster areas by President Bush, are 
eligible for much emergency aid. FEMA has 
already sent more than $14m to the Virgin 
Islands and $11m to Puerto Rico. The De- 
partment of the Interior has sent another 
$500,000 to the Virgin Islands; the Depart- 
ment of Agriculture will eventually send 
more than $9m-worth of food. 





To rebuild on the 


each, or not 


COLUMBIA, SOUTH CAROLINA 


HEY built them better in those days. 

All the historic churches and monu- 
ments in 319-year-old Charleston, which 
many people consider to be America's love- 
liest city, survived the 140 mph winds of 
Hurricane Hugo, though many were dam- 
aged by the 17-foot wall of water that fol- 
lowed. Most of the graceful pre-Civil War 
houses in the city's Battery area also sur- 
vived; many of them had been built in the 
eighteenth and nineteenth centuries, and 
then reinforced with steel rods a hundred 
years ago to protect them from earthquakes. 
Those builders knew their craft. 

Elsewhere things were not so good, as 
South Carolina began digging itself out of 
one of the worst disasters to befall this 
south-eastern coastal state. At least 17 peo- 
ple had been killed. Several days after the 

urricane hit the mainland, Charleston was 
still under a night-time curfew, and national 
guardsmen were patrolling the city to deter 
looters. Several hundred thousand people 
were without electricity, drinkable water, 
sewage or telephones; officials said it could 
be another month before power and other 
essential services were fully restored. 

The white sandy beaches, and their 
makeshift beach houses, close to Charleston 
are largely gone. It is estimated that 65% of 
the beach buildings, reaching as far north as 
Myrtle Beach, have been destroyed or seri- 
ously damaged. “You go down to those 
beaches, and there is no beach" said Gover- 
nor Carroll Campbell. 

Two low-lying barrier islands—the Isle 
of Palms and Sullivans Island—were sub- 
merged. When the water receded, most of 
the buildings were destroyed, the bridge 
connecting the islands to the mainland had 
been ripped apart, and residents, who were 
ferried across to see the damage, were 
warned to wear boots to protect themselves 
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Antebellum sturdiness 


from the snakes that had taken over what 
remained of the islands. 

People who fled the coast did not always 
escape: refugees in one shelter were trapped, 
clinging to piled-up furniture, as water rose 
nearly to the ceiling. Hugo roared north to 
South Carolina’s capital, Columbia, then, 
as it petered out as a tropical storm, on to 
North Carolina, Virginia, West Virginia 
and Pennsylvania. 

The sums have not yet been worked out. 
South Carolina’s tourist industry, which 
last year brought in $4.9 billion and em- 
ployed 98,000 people, is plainly one victim. 
Inland, the hurricane hit farming country 
just as the cotton, corn and peanut crops 
were nearing harvest. Property damage in 
South Carolina alone could be in the region 
of $3 billion. 

Insurance against flood damage is pro- 
vided by the federal national flood-insur- 
ance programme. Coverage in South Caro- 
lina amounts to $5 billion, of which $2 
billion is in the Charleston area. The flood 
insurers are not yet sure how big a bill they 
will face—though they know it will be as- 
tronomical—because they will, in most in- 
stances, split the liability with private insur- 
ers who cover wind damage. 

But the hurricane damage may renew 
the debate on the structure of insurance pre- 
miums. Both private and public insurers of- 
ten undercharge those whose properties are 
most liable to damage—indeed for old 
houses the federal flood insurers are forbid- 
den to discriminate on the basis of risk. 
Since half the money they pay out goes to 
the 2% of their clients who live in the most 
exposed positions, the other 98% who live 
in more sensible spots, and whose premiums 
may go up after Hugo, have reason to object 
to the subsidy they are paying to their rash 
fellow-citizens. 

And should South Carolina's shattered 
coast be reconstructed? In a more organi 
world, the rebuilding of flimsy beach houses 
in an area that is always vulnerable to hurri- 
canes and storms might be disallowed. But 
that is not, in South Carolina, the main 
point at issue. 

Last year the state legislature, worried 


about beach erosion and runaway 
development, passed a law that se- 
verely restricts new construction Or 
repairs to damaged structures along 
the 180-mile coastline. Fiercely op- 
posed by developers and property 
owners, the law created a "dead 
zone” 20 feet back from the first row 
of dunes. 

The law had been successfully 
challenged before Hurricane Hugo 
laid the region flat. In August a prop- 
erty owner on the Isle of Palms (one 
of the two barrier islands that were 
submerged by Hugo) argued that the 
state should not deprive him, without 
compensation, of the right to build 
on his own land. He sued the state, and the 
court, agreeing with him, awarded him 
$1.2m. Now there could be hundreds of law- 
suits as owners of houses in the "dead zone" 
fight to rebuild their battered homes. Other 
coastal states will be watching with keen at 
tention to see whether South Carolina, after 
this new devastation, will continue to try to 
protect its eroded coastline. 





— 
Child custody 
Donkey-like 
FIRE-ENGINE to rescue a kitten from 


a tree? The public is delighted that Dr 
Elizabeth Morgan should have been freed 
from a legal trap that had kept her in jail for 
more than two years. But did her rescue 
really need an act of Congress, signed by the 
president, tailored specifically to her needs? 
If it did, the legal procedure in child-custody 
cases is plainly at fault, calling for re 
examination. 

Dr Morgan, a Washington plastic sur- 
geon, was sent to prison in August 1987 for 
refusing to obey a judge’s order. Dr Morgan 
accuses her ex-husband, Dr Eric Foretich, a 





Celebrating, with balloons 
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mouth surgeon, of having sexually abused 
their daughter, Hilary, since her infancy: a 
majority of the dozen or so experts who 
have examined the child believe this to be 
true. Judge Herbert Dixon, finding the evi- 
dence inconclusive, ordered Dr Morgan to 
send Hilary on an unsupervised two-week 
visit to Dr Foretich. Instead, she sent the 
child, now aged seven, into hiding with her 
grandparents, and she herself went to jail. 
The contempt-of-court rule is that peo- 
le can be imprisoned, not as a punishment, 
a to “coerce” them to obey. In a confu- 
sion of lawsuits, Dr Foretich, who claims 
that Dr Morgan is mentally ill, argued that 
full coercion had not yet been applied. The 
judge agreed with him. The case, its subtle- 
ties lost, became a contest in stubbornness 
between the judge and Dr Morgan. 
A new appeal, to a higher court, was 
coming up. But, in the meantime, a strange 


coalition—a Republican congressman, a 
Democratic mandarin, a Texas billionaire, a 
born-again Watergate conspirator—had 
galvanised both houses of Congress into 
passing a law ruling that no Washington res- 
ident should be imprisoned for more than 
one year for contempt of court in a child- 
custody case. Bingo: Dr Morgan was freed 
last Monday. 

The scrap goes on: in the courts, in the 
media (Dr Morgan and Dr Foretich calling 
each other names on television), and at din- 
ner tables. The truth is buried beneath lay- 
ers of anger, exaggeration and suffering. Dr 
Morgan, who will not produce her daughter 
until the visitation order is safely cancelled, 
could still face contempt-of-court charges— 
criminal charges this time, so she would be 
tried by a jury, not stuck with one obdurate 
judge. And that is what should have hap- 
pened, months ago. 








Times Square 


Towering troubles 


NEW YORK 





How it looks now 


At agree that the recently revised plans 
for four huge new office buildings will 
tadically change the character of Times 
Square in midtown Manhattan. But will the 
change be for the better of the worse? The 
row over this has kept the redevelopment 
on hold throughout the 1980s. The legal 
challenges, involving more than 40 court 
suits, are still far from over. 

The developers are Park Tower Realty 
and Prudential Insurance. When they sent 
Mr John Burgee, the architect, back to the 
drawing board, they implicitly admitted that 
the office blocks they first planned to build 
were as monumentally boring as the critics 
said. In his original drawings, Mr Burgee's 
four towers looked like elongated Edwar- 
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And how it will 


dian town halls built from a lego set. 

Now they look like four buildings that 
could each have been designed by a different 
architect. They have garish animated sign- 
boards built into the fabric, one of them 27 
storeys deep, that work in much the same 
way as the screen that is used to excite and 
inform spectactors at Yankee Stadium. The 
idea is that these signboards will help to pre- 
serve the honky-tonk tone of New York's 
most famous square. 

The small but influential citizens’ lobby 
against the development is unappeased by 
the redesign. Its members fear that the 
uniqueness of a few city blocks, that are as 
essential to the character of New York as 
Piccadilly (alas) is to London or Place Pigalle 








is to Paris, is about to be lost. They maintain 
that Mr Burgee's tall and dense buildings 
will join forces with the new skyscrapers to 
the north of them to snuff out the air, the 
light, the spontaneity and the sins from New 
York's theatre district. 

Mr Brendan Gill of the New Yorker is 
the development's most tireless opponent. 
When the city was near to bankruptcy, he 
says, it made the mistake of handing out tax 
abatements as bribes to persuade property 
developers to put up confidence-boosting 
buildings in Manhattan. And he is scornful 
of the way professional publicists laud the 
developers for agreeing to help refurbish the 
Times Square subways. It is, he says, a classic 
case of a vested interest posing as a public- 
spirited one. If the underground stations 
continued to be dark and dirty and to smell 
of urine, the developers would not be able to 
find tenants for their buildings. 

The main counter-argument of the ` 
velopers, and of the city and state plannc. 
is that the Burgee towers are an essential 
part of a wider development to clean up and 
rejuvenate the "most dangerous street in the 
world". More than 2,200 violent crimes 
were reported in 1988 on the 42nd Street 
block between Seventh and Eighth Ave- 
nues, more than on any other single block in 
New York. Women shun this block—85% 
of the pedestrians there are men. The area, 
say the scheme's boosters, will continue to 
lose its economic and cultural vitality so 
long as the violence persists. 

They then spoil their best argument by 
raging against prostitution and pornogra- 
phy. lt is the criminal violence of Times 
Square that New Yorkers would prefer to do 
without, not the sex. If they want to take 
their mothers-in-law out for a cocoa they 
can always go to the South Street Seaport, a 
twee tourist trap near the tip of Manhattan. 








Wine 


Perrier, please 


SAN FRANCISCO 


ARVESTS look ample, the weather 

promises a top-quality vintage, prices 
are good. So why is California's $5.8 billion 
wine industry in a fuss? The dirty whisper in 
wine-industry circles is "neo-prohibition": 
the fear that the country, obsessed with its 
health, is veering towards a drier era. 

This turn has caught the wine world by 
surprise. À couple of years ago, American 
wine (9196 of which comes from California) 
was doing very well indeed. Consumption 
was up, quality was improving, foreigners 
were not only buying the stuff but were 
putting their money into its production: Eu- 
ropean and Japanese investors have put 
about $1 billion into California's vineyards. 
The industry seemed to be on the brink of 
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change. California was devoting a larger 
proportion of its vineyards to top-quality 
grapes; its premium wines were better and 
drier; prices rose without discouraging sales. 
Wine was beating spirits as the drink of 
yuppie choice. 

Bur then, for the first time since the re- 
peal of prohibition in 1933, American wine 
sales began to drop. They were down 196 in 
1987, 4.9% in 1988, and so far this year they 
are down 796. A Gallup poll, taken recently, 
showed that the 6396 of Americans who in 
1987 said that they occasionally drank alco- 
hol has now fallen to 5696. 

Not all the news is bad for the wine 
trade. Premium Californian wine is still sell- 
ing well (the drop was mainly in the cheaper 
bulk wines and in “wine coolers”, a mixture 
of wine and fruit juice). Exports are continu- 
ing to rise, fast. 

But social changes within the United 
“tates worry the wine trade. An American 

. reoccupied with the state of his or her body 
is rather less likely to take a glass of Califor- 
nian Chardonnay with supper. Wine is fat- 
tening, and too much of it is dangerous. 
Sometimes even a drop is bad. From No- 
vember 18th each bottle of wine sold in 
America must carry this warning label: 

(1) According to the Surgeon General, women 
should not drink alcoholic bever- 

ages during pregnancy because of 









BOSTON 


OW can businessmen be made more 

"humane, sensitive and caring"? 
The Harvard Business School is trying. 
Celebrated as the main production-line 
for the investment bankers and consul- 
| tants who contributed to the greed and 
' glory of the junk-bond, leveraged-buyout 
1980s, Harvard is attempting to change its 


image. 

Under the guidance of the business 
school's dean, Mr John McArthur (and af- 
ter years of prodding by the university's 
president, Mr Derek Bok), America's 
most famous training-ground for money- 
getters wants not just to teach business 
ethics but to infuse its whole two-year 
management training course with a set of 
ethical values. The practical manifestation 
of these values would include voluntary 
community service, summer jobs in the 
non-profit sector and a renewed interest 
in manufacturing something rather than 
finagling a financial transaction. 

Mr McArthur, who wants his gradu- 
ates to involve themselves with social is- 
sues while they are still young and not to 
wait until the twilight of their professional 
lives, is trying to reshape the MBA experi- 
| ence all the way from admission to job- 




























Case study in caring 


the risk of birth defects. (2) Con- 
sumption of alcoholic beverages im- 
pairs your ability to drive a car or op- 
erate machinery and may cause 
health problems. 


The wine lobby has always, it in- 
sists, been against the abuse of 
wine. But there is a grey area be- 
tween the use and abuse of drink. 

The current excitement about 
drugs encourages Americans to 
condemn all alcohol as another 
addictive and dangerous sub- 
stance. In a fight against alco- 
holism, several cities, including 
Los Angeles and San Francisco, 
are trying to ban sales of dollar-a- 
bottle fortified wines in areas 
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AMERICAN SURVEY 


where the homeless and derelicts Health pro 


gather. In reponse to this, Gallo, 

the world’s largest winemaker, announced 
on September 20th that it would no longer 
sell its Thunderbird and Night Train Ex- 
press (cheap wine fortified with apple 
brandy) in city slums. 

The wine industry is fighting back, find- 
ing hope in America’s new interest in gour- 
met meals, The Wine Institute in San Fran- 
cisco, which represents 540 Californian 
growers and wineries, encourages vineyards 
to sponsor cook books and chefs who cook 
with wine. It suggests that vineyards should 






finding. Applicants for a place in the 
school have to explain how they would 
handle a personal ethical dilemma. New 
students are faced with an ethics seminar 
in their first few weeks. They are encour- 
aged to tutor impoverished high-school 
students in their spare time. Subsidies are 





raised for summer jobs in, for instance, 
the Boston school system. The faculty is 
supposed to undergo a “value-laden re- 
orientation programme”. And Mr McAr- 
thur’s own 30th reunion class will donate 
a chapel to the business school. 

But there are difficulties in overhaul- 
ing the system. For a start, many of the 





run their own cooking schools, and add res- 
taurants to their tasting-rooms. The aim is — 
to school a new generation in the gentle lux- 
ury of wine-embellished living. 

On the defensive, the wine industry is 
trying to underline the distinction between | 
recreational and addictive (or dangerous) 
drinking by taking a lead in the fight against 
alcoholism. The National Wine Coalition, 
formed in May, is gathering members from — 
all wine-related businesses. An organisation 
called aware (American Wine Alliance for 





students are more committed to things 
like the environment or education or the 
quality of life than their teachers are. The 
teachers, many of whom have freelance 
earnings from consultancy, are not all that 
keen on the new emphasis on values. 
Some of them say that the students are 
there to be business managers and not do- 
gooders. 

Change is bound to be slow. Harvard 
has not even used the $6m that Mr John 
Shad, the former chairman of the Securi- 
ties and Exchange Commission (and cur- 
rent chairman of Drexel Burnham Lam- 
bert), has so far given it; three years ago 
Mr Shad pledged himself to provide $20m 
for the teaching of business ethics. 
since more than a third of the students 
have borrowed, on average, $30,000 from 
Harvard, they are more likely to take the 
established route to management 
tancy or investment banking than to set- 
tle for $50,000 a year with an industrial 
company or a symphony orchestra. 

A group of students has created a Pub- 
lic Management Club to help themselves 
find jobs in the public sector. But Har- 
vard, the West Point of capitalism, is still 
doing little to provide executives for the 
country’s troubled educational system 
and hospitals. Two in five of the 1989 
crop of MBAs chose consulting (53 of them 
going to McKinsey) or Wall Street. 














ch and Education) is joining the fight. 
these groups have a subtler message to 





get across than the single-minded organisa- 


ns—the National Council on Alcoholism 
Mothers Against Drunk Driving 
ADD)—which preach the danger of im- 


mash the saloons, has not returned but 
ere are trends in the air that the wine in- 
stry does not much care for. 





EW cities in America have real compe- 
tition between two newspapers. Most 
one-paper towns. Those that are not 
end to have either a dominant newspaper 
ashington), two that are owned by the 
same company (Atlanta) or two that live in 
elative peace under a joint operating agree- 
nent designed to promote competition arti- 
ially (Pittsburgh). New York, a city of 
m people, has only three daily newspa- 
rs. So does Los Angeles. Until last week St 
uis had only one. 
Thecity became a two-paper town again 
e St Louis Globe-Democrat folded in 
) with the birth of the St Louis Sun. 
Sun's publisher is Mr Ralph Ingersoll, 
ose company owns more than 40 small 
lies and 200 weekly newspapers and has 
dy invested $20m in the new newspa- 
er. The Sun will compete with St Louis's 
established newspaper, the St Louis Post- 
ispatch. It hopes to be earning a profit 
in a year. 
The new paper has been eagerly 
aited, partly because so few new newspa- 
are launched in America. Mr Ingersoll 
ed away a few stars from the Post-Dis- 
atch and brought in Mr Peter O'Sullivan, 
hails from Liverpool, to design and di- 
the tabloid. Mr O'Sullivan's last foray 
to American journalism was as chief edi- 
r of the Houston Post, a paper he rede- 
gned colourfully and controversially. The 
rgely non-union staff of 200 includes a 
rinkling of old Globe-Democrat hands. 
Radio advertisements touted the conve- 
nience of reading a tabloid newspaper. Sub- 
cribers were lured with special deals. Yet 
obody knew exactly what kind of newspa- 
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bing. Carrie Nation, with her axe to: 
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. ;On the morning of September 25th, 
they found out. America's newest daily con- 
sists of 128 pages of advertisements, colour 
graphics in the style of USA Today, cap- 
sules of news, columns by the Rev Jesse Jack- 
son and Mr Patrick Buchanan, a photo- 


. graph of Mr Henry Kissinger wearing a St 


Louis Sun baseball cap, and the bold prom- 
ise to take on the Post-Dispatch. 

The new tabloid is like the Chicago Sun 
Times in style, somewhat less sensational 
than the New York Post. Local news was 
covered in a cursory fashion, yet fared 
rather better than national or international 
news. A gossip columnist took the opportu- 
nity to congratulate a dead man's family be- 


cause he had died with the equivalent of 
only one beer in his bloodstream, and with 
no trace of drugs. 

Whether the Sun risès or sets is of inter- 
est outside St Louis. What USA Today of- 
fers nationally—simplified news stories, 
television-style graphics, quick-read cover- 
age—is now on offer as a metropolitan daily. 
If the Sun succeeds, or if the Post-Dispatch 
is forced to copy its style, the implications 
will be clear for other publishers. The first 
Ralph Ingersoll, father of the Sun's owner, 
was a legendary publisher who sought to 
bring a higher editorial quality to newspa- 
pers. His son's Sun has a rather different 
goal. 

















OWN in Dallas, there is an old-fash- 

ioned newspaper war going on. The 
Dallas Times Herald and the Dallas 
Morning News slug it out daily for 
scoops, readers and advertisements. 
Their latest battle is over comics and 
columns. 

Last month Universal Press Syndi- 
cate, a company that owns the rights to 
distribute some 75 comics, editorial car- 
toons and opinion columns, told the 
Times Herald that it could no longer use 
26 of its features. This was terrible news 
for the paper: the syndicated features in- 
clude the political ^ comic-strip 
4€ » 

Doonesbury” and the agony-aunt col- 
umn "Dear Abby", two of the features 
most popular with America’s newspaper 
readers. But there was worse to come. 
The reason for Universal's decision was 
that it had entered into a joint venture 
with A. H. Belo Corporation, the com- 
pany that owns the Morning News. The 
Times Herald's loss was to be its rival's 
gain. 

Not surprisingly the matter is now be- 
fore the courts. The loss is serious for the 
Times Herald, which has a circulation of 
220,000 to the Morning News’s 350,000, 
and accordingly attracts less advertising. 
It will now lose more readers to its rival, 

: although it is not clear how many. The 
evidence is contradictory. The Washing- 
ton Star snatched “Doonesbury” from 
the Washington Post, but was still unable 
to survive; the Philadelphia Bulletin 
went under after losing its most popular 
features; the Boston Globe is surviving 

` very nicely despite losing features to the 
Boston Herald. Clearly newspapers nei- 
ther stand nor fall on their features 
alone. 

But the syndication of columns, car- 
toons and comics is big business. The 
most popular comics are “Peanuts”, 








Comics and columns 


to children's television shows and allow 
them: to be used in commercials. Good 


prived Times Herald. — 





"Garfield" and "Blondie", which each 
appear in more than 2,000 publications 
worldwide. ("Doonesbury" appears in 
only 900 papers, but has more influ- 
ence) The top columns are "Dear 
Abby" and "Ann Landers" (written by 
twin sisters) which appear in more than 
1,500 newspapers each; they are followed 
by Erma Bombeck, Jack Anderson and 
Art Buchwald. Pat Oliphant is the most 
published editorial cartoonist, appearing 
in about 500 newspapers. 

For newspapers, these features are rel- 
atively cheap, consuming perhaps 3% of 
an editorial budget. For the writers and. 
artists, a successful feature can bring a 
fortune: Mr Charles Schulz is said to 
earn about $30m a year from his cartoon 
"Peanuts" and its spin-off products. 

Yet the market in America for inde- 
pendent columns, comies and cartoons is 
flat, the result, partly, of fewer and less 
competitive newpapers. Syndication 
companies are looking farther afield and 
seeking new. outlets. Britain's Sunday 
Times has just begun featuring 
“Doonesbury” and “Outland”, Mr 
Berke  Breathed's replacement for 
"Bloom County". Both appear during 
the week in the Guardian. "Garfield" | 
and "Peanuts" are published in about 22 
languages each. The Belo and Universal 
joint venture intends to sell its features 
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publicity—and no comfort for the de 














Unique treasury touch. Global vision. 





Market volatility can turn profits into 
losses overnight. Today’s corporate 
treasurer needs a truly global bank that 
works 24 hours a day. 


At the mere touch of a screen, our state- 
of-the-art treasury trading systems allow 
dealers to keep track of markets, and 
react quickly to changes on the 
economic scene. Round the clock. 


HongkongBank’s experienced corporate 
dealers will work closely with you, 
finding creative answers to your 
company’s treasury needs. 


With more than 1,300 offices in 50 
countries, and 33 dealing rooms 
worldwide, the group provides you with 
a global outlook. HongkongBank’s 
treasury services can put you ahead. 
And keep you there. 

For more information, contact your 
nearest office of the HongkongBank 
group. 

Advanced treasury management 
technology. And a global capability. 
That's our strength. 





HongkongBank 
The Hongkong and Shanghai Banking Corporation 


The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 
Wardley * James Capel * CM&M 
Equator Bank 
Carlingford and Gibbs Insurance Groups 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 30 JUNE 1989 
EXCEED US$124 BILLION 





EGIONAL FLIGHT 


ATR 42-ATR 72 


The cooperation between the AEROSPATIALE 
of France and the AERITALIA of Italy has 
resulted in new aircraft ATR 42 and ATR 72, 
first editions of the ATR family. These are turbo- 
prop jets of a new generation, and are respect- 
ively equipped with PW120 and PW124 
engines. They benefit from state-of-the art tech- 
nology recently developed, in particular in the 
use of composite materials. The ATR 72 is the 
first aircraft in the world to be equipped 
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with an outer wing entirely made of carbon. 
ATR 42 and ATR 72 were designed for short dis- 
tance flights and to answer to fluctuations in air- 
line passenger traffic. Their seating capacity can 
be extended from 46 to 70 seats. Around them 
has materialized the ATR system. Today, to build 
an aircraft is not enough: above all, what we are 
building into it, is its profitability. The support- 
ing logistics endow the aircraft with presence, 
power, and adaptability. Our aircraft are the 
result and the expression of a system: the ATR 
system. 

OUR GEOGRAPHIC PRESENCE: Keeping 
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ahead of airline needs on 5 continents. 

OUR TECHNICAL PRESENCE: All around the 
world, a maintenance network ensures a round 
- the-clock availability of the ATR aircraft. Tou- 
louse, Washington D.C, and Singapore are the 
principal centers of this network. 

OUR TECHNOLOGICAL PRESENCE: ATR air- 
planes are of a new generation. 

OUR FINANCIAL PRESENCE: ATR can act as a 
financial advisor. 

OUR BUSINESS PRESENCE: 4 marketing 


centers throughout the world, feature a veri- 


table line of products servicing the specific 
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needs of each airline. More than just a family of 
aircraft, ATR offers a coherent and innovative 
approach to help airlines operate our aircraft 
effectively. 



























Which 
came first, 
the computer 


or the need? 





Some people say the computer industry How they get it is with one of the broadest Hewlett-Packard system, and it all points 
started a whole new "need" revolution. We ranges of computer products in the to one conclusion. 
don't agree. industry, from a company known for its 

engineering excellence, And its commit- When you first identify a need for 
At Hewlett-Packard, we don't make com- ment to open standards. computing solutions, think of what comes 
puters just to out-perform other computer second. Hewlett-Packard. 
companies. We make computers to help you Asa founding member of OSF, Hewlett- 
out-perform your competitors. Packard has not only been committed to 

industry standards since their inception, U HEWLETT 
Certainly, this is a "need" oriented philo- we've been setting those standards with 
sophy. But most of our solutions are our UNIX systems. Combine this with our PAC KARD 
designed for ordinary business needs that service and support that allows you more 
just needed a better way. functionality and greater capacity with a A Better Way 


For more information please call the HP sales offices: HONG KONG Tel: 5-8487777 MALAYSIA Tel: (03)2986-555 SINGAPORE Tel: 2737388 
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INTERNATIONAL 


One week’s peace-mongering 


ROM cowboy country to New York city 
came the sounds and scenes of peace 
and harmony. On September 22nd and 
23rd Mr Edward Shevardnadze of Russia 
and Mr James Baker of America held a pow- 
yw at Jackson Hole in Wyoming. They 
wifted beamingly together in a rubber din- 
ghy, but did enough business, between bar- 
becues and photo opportunities, to an- 
nounce solid progress on arms control. On 
September 25th, at the United Nations, 
President George Bush called for immediate 
cuts in the superpowers' stockpiles of chemi- 
cal weapons. Mr Shevardnadze outbid him 
the next day, by proposing to cut deeper and 
faster still. 

The use of chemical weapons, though 
not their production, is already banned un- 
der a 1925 protocol. This did not stop one 
of its signatories—lraq—from using poison 
gas to horrible effect last year, first in the 
Gulf war against Iran and later against its 
own Kurdish dissidents. Both superpowers 
seem sufficiently alarmed by the future risks 
to speed up the search for a ban on produc- 
tion. "Let us act together, beginning today, 
to rid the earth of this scourge,” proclaimed 
Mr Bush at the UN. Since 1980 40 countries 
have been holding meetings in Geneva in 
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order to draft just such a treaty, but with lit- 
tle success. 

Mr Bush, who has already been in- 
structed by Congress to destroy most of 
America's older chemical weapons by 1997, 
was generous in New York. He proposed 
that the United States and the Soviet Union 
make a start without waiting for the laggards 
in Geneva. A first step would be to cut their 
stockpiles to a fifth the size of America's 
present chemical arsenal (Russia's stockpile 
is bigger, so it would have to cut more). 
Then, within eight years of the Geneva con- 
ference coming up with a treaty, America 
would destroy 9896 of its chemical weapons. 
The remainder would be scrapped once ev- 
ery country in the world had signed the ban. 

An impressive gesture? As usual, the 
Russians topped it. The day after Mr Bush's 
speech, Mr Shevardnadze said that, if the 
Americans reciprocated, the Soviet Union 
would stop production of all new chemical 
weapons, and start to destroy all its existing 
ones, right away. Furthermore, it would re- 
nounce the use of such weapons "under any 
circumstances". A White House spokesman 
said the speech showed that both sides were 
"on the same wavelength". In reality, it ex- 
posed a difference: the Americans want to 


replace some of the old weapons they are 
scrapping with a new generation of "bi- 
nary" weapons. If they persisted, said the 
Russians in New York, the Soviet offer 
would be withdrawn. 

For a worldwide ban to work, a rigorous 
system of checks will be needed. Mr 
Shevardnadze and Mr Baker signed an 
agreement in Wyoming on some aspects of 
verification. But chemical weapons can be 
made so fast and easily that a complete ban 
on production may be uncheckable. And 
even if Russia agrees to accept America's de- 
mand for a system of challenge inspections 
and spot checks, the Libyas and Iraqs will be 
harder to persuade. Their argument is that 
the superpowers—and, for that matter, the 
Israelis—can afford to abandon chemical 
weapons because they are keeping their nu- 
clear ones. The average third-world dictator 
is stuck with poison gas. 

Nuclear disarmament was not neglected 
in the week's peace auction. In New York 
Mr Shevardnadze promised to halt all nu- 
clear testing and stop making weapons- 
grade uranium and plutonium—so long as 
the Americans stopped too. He offered to 
put a Russian nuclear reactor under the su- 
pervision of the International Atomic En- 
ergy Agency, to test procedures for verifying 
treaties. And he promised further cuts in 
tactical nuclear weapons in Europe—if Brit- 
ain and France (which prefer for the mo- 
ment to concentrate on cutting conven- 
tional forces) agreed to negotiate. But the 
big concession had come earlier, in Jackson 
Hole, where he had already announced a So- 
viet change of heart on America's Strategic 
Defence Initiative. 

Until Jackson Hole, America's enthusi- 
asm for "star wars", and the Soviet Union's 
fear of it, had appeared to block movement 
towards the next big prize in arms-control: a 
5096 reduction by both superpowers in 
long-range nuclear weapons. The two sides 
have been talking since 1982 about a strate- 
gic arms reduction treaty (START); but the 
Russians argued, not without some logic, 
that they could hardly make a big cut in stra- 
tegic missiles while the Americans were 
developing exotic defences against the mis- 
siles that would remain. 

In Wyoming Mr Shevardnadze changed 
tack, or seemed to. The Russians still dislike 
star wars, but are now ready to push ahead 
with START anyway. Two conditions remain. 
One is that Russia reserves the right to with- 
draw from a START treaty if America ever 
moves from research to the actual deploy- 
ment of star-wars weapons. The second, po- 
tentially more ambiguous, is that the Rus- 
sians stand by their narrow interpretation of 
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he treaty prohibits the testing of weap- 
ons in space; the Americans have said the 
treaty permits many tests and would also 
'tmit the deployment of some bits of star- 
rs paraphernalia. 

To resolve this disagreement, the Rus 
ns would like to hold "pragmatic discus- 
sions" on whether specific tests or experi- 
ents should be allowed. This is the 
tential ambiguity. If Soviet and American 
egotiators cannot agree on the acceptabil- 
ty of a given test or experiment, will the 
Russians let that disagreement hamper the 
ART talks? One sign of how seriously they 
take the ABM treaty is Mr Shevardnadze's 
omise, at Jackson Hole, to dismantle the 
asnoyarsk radar station in Siberia, the 
ilding of which was condemned by the 
ericans as a treaty violation. 

When two great powers stage a show to 











2 Anti-Ballistic Missile Treaty. They 


prove to the rest of the world how peacable » 


they are, they give cynics plenty of ammuni- 
tion. Stripped of the showmanship, many of 
this week's offers, counter-offers and con- 
cessions are less dramatic than they were 
meant to look. Mr Bush offered cuts in 
chemical weapons which America was dis- 
mantling anyway. The Russian relaxation 
on the spt had been signalled last year, when 
Mr Reagan met Mr Gorbachev in Washing- 
ton. Besides, Congress has never voted the 
dollars to match the administration's enthu- 
siasm for star wars. 

Even so, it was a good week. Mr Bush 
and Mr Gorbachev are scheduled to hold 
their first summit meeting in the late spring 
or early summer of 1990. By then, the world 
will be looking for tangible progress towards 
the nuclear-safe and chemicals-free future 
both sides are promising. Let the peace- 
mongering continue. 




























ÖM OUR BEIRUT CORRESPONDENT 


INCE the time of the Assassins, the 
princes who in the eleventh century 
e accused of sending hashish-crazed ter- 
sts to rub out their critics, Lebanon's ri- 
lries have been stirred and financed by the 
rugs trade. Cannabis indica, the plant 
hose sap makes marijuana and hashish, 
grows beautifully in the fertile Bekaa valley. 
o do poppies, for heroin and the opiates. 
:banon's many little harbours provide 
ideal outlets to Sicily and Spain. As for the 
Bekaa valley, the Syrian army controls it. 
A picture of the narcotics trade can be 
ilt up from two sources. One is the Leba- 
ese Narcotics Bureau (LNB), a branch of 
hat country's Christian-dominated inter- 
nal security forces. The other is a set of as- 
sessments by the American Drug Enforce- 
ment Administration. (DEA), leaked by 
banese sources to The Economist. 

Both agencies agree that poppy cultiva- 
tion is spreading and cannabis shrinking, 
nce heroin is more valuable and more eas- 
ily smuggled. The LNs estimates that the Be- 
kaa valley produces between 600 and 1,500 
tonnes of hashish a year, depending on the 
weather; of this, some 75% is for export. For 
opium, the DEA estimates annual produc- 
on.at 10.5 tonnes. The LNB's figure was 
tonnes in 1988, about half of it for Euro- 
pean markets, 4096 for North America. The 
LNB claims that Lebanese smugglers refine 
cocaine from imported raw materials. 

The export drive depends on Lebanon's 
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Jnder the influence 


as of thousands of Beirutis streamed e r live 
s, including, for some, the ancient business of trafficking in drugs 


ter the calling of a ceasefire on September 24th, members of Lebanon’s 
arliament set off for Saudi Arabia to discuss political reforms. Meanwhile 
home to resume their lives and busi- 


little ports. In early March the Maronite 
forces of General Michel Aoun took control 
of many of them, severely hampering the 
drugs traffic. American agents think trade 
was diverted to Muslim-controlled harbours 
south of Beirut, naming the official port of 
Sidon, controlled by a local Sunni militia, 
and the illegal port near Sarafand in the ter- 
ritory of the Shia movement, Hezbollah. 
The ports of Khalde and Jiyeh are, by this 
account, under Druze militiamen; Ouzai is 












under the Shia Amal movement. 

- > The Syrian armed forces control north 
Lebanon, including five harbours listed by 
the DEA as significant for the drugs trade. 
Abdeh is directly under the Syrians. Silata is 
guarded by Syrians, along with a private 
Maronite militia. The Americans say the 
Lebanese authorities maintain a "pictur- 
esque" presence in Tripoli, effective control 
being in the hands of the Syrian army. 

When fighting broke out between Gen- 
eral Aoun's army and the Christian "Leba- 
nese forces", the army took control of all 
unrecognised ports in the Christian enclave; 
the DEA. makes: no mention of drug ship- 
ments from. -Christian-controlled -ports 
(which does not mean there were none). 
The LNB says the Lebanese army. destroyed 
opium fields in Christian areas last March. 

The ins reckons that about 70% of Leb- 
anon’s heroin was smuggled out by air, until 
Beirut airport closed in March. So its: ` 
opening under the latest truce deal will! _ 
excellent news for the drugs traders, but bad 
news for the Syrian soldiers who control the 
seaports. DEA photographs show Syrian 
army posts right next to big poppy fields in 
the Bekaa. The Americans identify in par- 
ticular some 240 acres under cannabis 
around the villages of Shath and Rasm el, 
Hadath; the landowner, they say, is a promi- 
nent politician linked to Syria. . 

The DEA states that some Syrian special 
forces—known locally as the Pink Panthers, 
because of the colour of their desert camou- 
flage—patrol the Bekaa valley and, the 
Americans allege, occasionally escort drug 
convoys across the mountains to the ports. 

Two Syrians, arrested in Milan in 
March 1988 with 10 kilogrammes of heroin 
and 1.5 kilogrammes of cocaine, claimed un- 
der interrogation to be working for a Syrian 
colonel in the Bekaa. The DEA also claims 
detailed knowledge of the payment by a lo- 
cal dealer of $100,000 to a.senior Syri 
intelligence officer for: facilitating a. shi 
ment of hashish worth at least. $450,000 to 
Egypt. In November. 1988, says the agency, 
Syrian soldiers at Tripoli loaded 4.2 tonnes 
of hashish on to a freighter. 

The Americans claim that the Lebanese 
drugs trade finances widespread activity by 
"rural insurgents, urban terrorists, libera- 
tion movements, arms traffickers, subver- 
sives, left and right-wing political groups 
and high-level officials acting on behalf of 
their governments". This resembles the pat- 
tern. of. drug-financed chaos, sometimes 
sponsored by American agencies, that grew 
up in South-East Asia in the 1950s, devel- 
oped in Central America in the 1970s, and 
now threatens Colombia. In mid-September 
a freighter was arrested in Beirut harbour. 
She was carrying concrete blocks which, 
split open, revealed a tonne of best hashish. 
The cargo was consigned to Holland and 
Britain. 

Ju 
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Colombia 


Coke is still it 


Te murder by a drugs gang of a Colom- 
bian presidential candidate, Luis Carlos 
Galan, on August 18th, unleashed a small 
war. Ít is still in its phoney stage, and could 
yet peter out in confusion. President 
Virgilio Barco promised revenge. President 
George Bush swore to back him. Britain is 
belatedly sending a gunboat, probably the 
Alacrity. More than 10,000 Colombians, 
most of them insignificant vagrants, were ar- 
rested under emergency powers, then re- 
leased. Weapons (not all of them suitable) 
and dollars (too few to make much differ- 
ence) began to flow south from the United 
States. The gangsters hit back, with bombs 
in banks and public buildings, and the usual 
ireats of more murder. 

The minister of justice, Mrs Monica de 
Grieff, was the eighth holder of that terrify- 
ing job since Mr Barco became president 
three years ago. She is 32 and has a son of 
three; having taken office in July, she under- 
standably began trying to resign in August. 
On September 21st President Barco eventu- 
ally let her go and, unable to find a succes- 
sor, asked the minister of communications 
to handle her work. Her departure was 
taken as a symbolic victory for the bad guys. 

The government's symbolic victory was 
less significant: the swift extradition to face 
trial in the United States of one alleged 
bookkeeper for the Medellin drugs cartel. A 
few other extradition orders, none for big 
fish, trundle slowly through the courts. 

American spokesmen say the gangsters 
are running scared. The big traders, they 
claim, have been flushed out of their 
ranches, discos and football clubs, into hid- 
ing in the mountains and forests. Fewer 





Prudent Mrs de Grieff 
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clandestine flights deliver raw materials to 
the Colombian processors from growers in 
Peru and Bolivia, where the price of coca 
paste has dropped. American agents in the 
main coca-growing area of Peru think they 
have spotted Colombian merchants there. 
From the trackless borders of Brazil come 
rumours of relocated cocaine laboratories. 

Even if true, this is no victory. Colom- 
bia's judges, prosecutors and policemen 
(and their families) remain without ade- 
quate protection, operating a constitution 
with strong safeguards for suspects and an 
infinite capacity for delay. There are also 
good financial reasons why Colombia's anti- 
cocaine struggle looks less fervent than the 
Americans had hoped. 

The best strike against the big dealers 
would be interception of their profits. Yet 
most middle-class Colombians hold money 
in illegal dollar accounts, not because they 
are drug dealers but because they lack confi- 
dence in their home currency. They favour 
banking secrecy; none more so than the 
many decent folk (and some crooks) now 
seeking refuge in the United States. 

By good management as well as by drug 
revenues, Colombia has prospered in recent 
years. In July the internatíonal coffee agree- 
ment collapsed. The price of a third of Co- 
lombia's exports is now roughly half what it 
was last January. The coffee-producing 
countries have been denouncing the United 
States (which drinks more of the stuff than 
anybody else) for dismantling the agree- 
ment, and want it rebuilt. That is hardly 
possible: high prices and new instant-coffee- 
making techniques mean that the world 
now grows more coffee than it can possibly 
drink, so the price must inevitably fall. 

Yet cheaper coffee does more than cut 
$400m off Colombia's export earnings. The 
government has guaranteed growers a fixed 
price for all this season's coffee. That will 
now cost it much more than the shrunken 
value of the crop; the public-sector deficit 
will soar, and so will inflation. Lowering the 
price paid to 500,000 smallholders will en- 
courage them to look for a more profitable 
crop. Guess what. 





Iraq 


Banking on credit 


EPTEMBER brought gloom to Iraq; its 

attempt to force Syria out of Lebanon by 
supporting General Michel Aoun collapsed, 
and the general was forced to accept a 
ceasefire on Syria's terms. But on Septem- 
ber 18th Iraq's new pipeline across Saudi 
Arabia to the Red Sea quietly came on 
stream, boosting the country's export capac- 
ity by 5096 to 3.35m barrels of oil a day 
(b/d). The second event may prove the 
more significant. 





Saddam and subject 


Oil power underpins lraq's economic 
and military strength. It is growing. Iraq has 
proven oil reserves of 100 billion barrels— 
second only to those of Saudi Arabia. It is 
spending $6 billion to expand the oil indus- 
try. Next year, when two war-damaged oil 
terminals in the Gulf are repaired, it will 
have the capacity to export 5.5m b/d— 
twice the production quota it gets under the 
latest OPEC share-out, which is only 2.78m 
b/d. The oil minister, Mr Issam al Chalabi, 
promises to respect the cartel's rules. Some 
other members wonder how long the pledge 
will hold without a big jump in the quota. 

Oil provides 9596 of foreign revenues 
for Iraq, which desperately needs foreign 
currency. Over the next five years it plans to 
spend $40 billion in a burst of construction, 
to make up for time lost during the Gulf war 
and turn the nation of 16m people into an 
industrial power. Most investment is going 
into steel, aluminium, petrochemicals and 
manufacturing. Military industries have first 
claim on funds; the minister of industry and 
military industries, Mr Hussain Kamel, is a 
son-in-law of President Saddam Hussein. 

Outsiders are worried. Western experts 
attending the Baghdad International Arms 
Exhibition last May found Iraq’s arms in- 
dustry much more sophisticated than they 
had expected. It has modified Soviet scuD 
missiles to extend their range, married So- 
viet laser-guided missiles to French fighter- 
bombers and used French and British radar 
technology to make an early-warning air- 
craft out of an Ilyushin-76 transport plane. 
Iraq is working with Argentina to develop a 
ballistic missile with a range of 1,000 
kilometres, and wants French and Soviet 
help to manufacture jets. 

For the moment, Iraq relies heavily on 
technical assistance, notably from Egypt. 
This may change. Iraq is tying arms pur- 
chases to the transfer of technology, and by- 


47 


Pore 


4E c 


INTERNATIONAL 








passing others countries’ export restric- 
tions. Revelations concerning unauthorised 
loans by an American branch of Banca 
Nazionale del Lavoro, an Italian bank, seem 
to show that Iraq has set up a network of 
companies and agents in Europe and Amer- 
ica to acquire high technology. 

The neighbours fear that, with more 
military muscle, Iraq will curn into a regional 
bully. Its meddling in Lebanon—intended 
to make Syria pay for having supported Iran 
during the Gulf war—was widely con- 


Forgiving the colonel 


EN American aircraft, some fly- 
ing from Britain, bombed Libya in 
1986, other western Europeans were dis- 
mayed, although they stuck by an agree- 
ment to put Libya under a mild diplo- 
matic quarantine. Today most 
Europeans say Colonel Moammar 
Qaddafi has mended his ways. The Brit- 
ish and Americans are not so sure. 
At the ripe old age of 47, the colonel 
is certainly shedding his unsavoury im- 
age. He has played down links with ter- 
rorism and made peace with govern- 
ments he once tried to subvert. This has 
already led to chummy reconciliations 
with long-time Arab enemies, including 
Egypt. The Italians, duly impressed, have 
resumed the high-level political contacts 
that were discouraged under the 1986 
agreement. On September Ist the Italian 
foreign minister, Mr Gianni de Michelis, 
attended the celebrations for the 20th 
anniversary of Colonel Qaddafi’s coup, 
as did more junior envoys from France 
and Belgium. 
This mood of forgiveness is not all 
altruistic. Although Libya’s oil-based 


demned by fellow-Arabs. The Iraqis feel, 
that they defended the Arab world from 
revolutionary Iran, and so earned the right 
to play a leading role in Arab affairs. Their 
former radicalism seems to have faded, for 
now. They have aligned themselves with the 
moderate Arabs of Egypt, Jordan and North 
Yemen in the Arab Co-operation Council, a 
would-be common market. 

Iraq's smaller Gulf neighbours are edg- 
ing away and cuddling up to Iran. Saudi 
Arabia cannot do that, since its fierce row 





economy is in the doldrums, it remains a 
country of fairly rich consumers. Its 
“Great Man-Made River" project to 
bring artesian water from the Sahara to 
the coast is the biggest civil-engineering 
project in the world, and a potential 
money-spinner for foreign contractors. 
Italy is Libya's main trading partner, 
with exports worth more than $2.5 bil- 
lion last year. Belgium's exports to Libya 
grew by 7596 in 1988, France's by 1596. 
Encouraged by Libya's agreement to ne- 
gotiate an end to the long wrangle with 
Chad, France is resuming sales of "non- 
offensive” military equipment. 

The British (who, alone in Europe, 
have no diplomatic ties with Libya) and 
the Americans (who have imposed sanc- 
tions on Libya since 1986) think all this 
sends the colonel "the wrong signals". 
British officials are not persuaded that he 
has stopped supporting terrorists. They 
say he is being nicer to his Maghreb 
neighbours but meddling vigorously in 
Sudan, Niger, Senegal, Togo and Bu- 
rundi. And he has not yet dismantled his 
poison-gas factory at Rabta. 

















with [ran over the annual Muslim pilgrim- 
age, the Haj, has again turned bloody: on 
September 21st the Saudis beheaded 16 Ku- 
waiti Shias found guilty of planting bombs 
in Mecca this year. The Saudis have signed a 
non-aggression pact with Iraq. 

Iraq's Achilles heel is a huge and grow- 
ing foreign debt of more than $65 billion. 
About half is owed to the Gulf states, nota- 
bly Saudi Arabia and Kuwait, and is unlikely 
to be repaid. Some of the rest is military 
debt, much of it owed to the Soviet Union. 
Guaranteed trade debt to western countries 
amounts to between $16 billion and $20 bil- 
lion. So far Iraq has largely succeeded in 
keeping its western creditors in suspense. It 
refuses to pay interest or give new business 
to countries that will not to reschedule, but 
holds out to the compliant rosy promises of 
lucrative contracts financed from the oil- 
rich future. 

By and large, western countries ha 
played poodle. On September 14th Franc., 
owed $6 billion, followed Italy and West 
Germany in rescheduling Iraqi debt, open- 
ing the door for more French arms sales and 
development contracts. Only Japan, owed 
$3 billion, refuses to reschedule; Iraq is not 
paying interest on its Japanese debt. 

Rescheduling has merely pushed back 
the peak of Iraq's debt repayments from 
1989-91 to 1993-95. New credits threaten to 
overburden the economy. The pressure is 
on to export much more oil, in defiance of 
OPEC quotas. But that course might cause a 
collapse in oil prices—spelling disaster for 
Iraq and many of its creditors too. 





Zambia 


KK's correction 


FTER 25 years of independent rul 

President Kenneth Kaunda has at last 
accepted the offer he so often spurned. An 
international operation to rescue his people 
from his mistakes began last week, when 
Zambia and the International Monetary 
Fund agreed on an outline of the necessary 
economic reforms. In May 1987 Mr Kaunda 
broke off relations with the Fund, claiming 
that his own "self-help" strategy was better. 
Now his country's arrears to all lenders are 
in the region of $3 billion; its foreign debt 
burden, per head of population, is similar to 
Brazil’s. The president says the IMF has 
changed its tune. 

The facts speak differently. The Zam- 
bian kwacha, revalued two years ago, has 
lost almost half its value in the past year; 
prices have been decontrolled, interest rates 
raised, food subsidies slashed. All this was 
necessary, but not sufficient. Zambia has 
many more shocks to face before lenders 
start to take it seriously again. 


Within the framework agreed on with 
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e IMF and the World Bank, and with ad- 
ce from those bodies, a realistic budget for 
90 and a slimmed-down public-spending 
ogramme should usher in the full rigours 
und discipline, without any financial 
pport. The mr will agree to new loans 
ly after Zambia has cleared its arrears of 
890m to the Fund and $460m to the Bank. 
t of this burden has piled up since Zam- 
a decided in 1987 to limit its foreign-debt 
ce payments to 1096 of exports. 

















The iMF's statutes forbid it to re- 
schedule loans to member countries. 
Other donors must stump up Zam- 
bia's cash. The Fund's new tech- 
nique is to persuade one of the 
Group of Seven industrialised coun- 
tries to set up a support group of the 
patient's friends and trading part- 
ners, and raise a bridging loan from 
them. Canada accepted the job for 
Guyana, Italy for Somalia; Vietnam 
and Sierra Leone are waiting for 
patrons. 

Some think the job is one for ex- 
colonists, but the British are reluc- 
tant to take up Mr Kaunda's cause. 
There are fears in Whitehall that his 
government, which still blames ev- 
eryone but itself for the country's 
economic decline, will, as in 1987, 
abandon the reforms when people 
start complaining of the inevitable 
hardships. Donors are anyway fight- 
ing shy not only of Zambia but of all coun- 
tries asking to reschedule official credits. 
New beggars, such as Poland and Namibia, 
are joining the queue. 

The harsh truth about Zambia is that, 
when its earnings from copper were high, 
Mr Kaunda kept denouncing the colonial 
inheritance, the unfair international eco- 
nomic system and South African 
destabilisation, while declining to invest the 
profits in new industries, or even in growing 














' copper price dropped, but the 
complaints did not. Now the price has been 
rising again, but output has declined —to 
417,000 tonnes last year from more than 
700,000. tonnes in the mid-1970s. Even if 
Zambia can dig the stuff up faster, it cannot 
- easily get it out along its neighbours’ discon- 

tinuous railways. 

At the present rate of mining, Zambia's 
usable reserves of copper will run out early 
in the next century. There is no alternative 
export base in sight. The economy can only 
get worse if Zambia remains cut off from in- 
ternational capital by its unpaid debts. Zam- 
bia has simply failed to exploit its rich re- 
sources. Even if donors do come up with 
$1.3 billion to repay the MF and World 

Bank-—and they may not—there is little 
time left for revitalising che farms and devel- 
oping new exports. - 

Mr Kaunda’s economic record is dismal, 
and there are more deserving causes : 
hand. But the ne and the rich nations thin... . 
Zambia's case matters, because of its impli- 
cations for other big debtors. Canada has 
had great difficulty mobilising support for 
tiny Guyana, another self-made basket-case. 
The.Group of Seven at a meeting last week- 
end commissioned a review of the support- 
group process. If Mr Kaunda mends his gov- 
ernment's ways, the tescue might, just, work 
for Zambia. But if the past is any guide, that 
may be too much to hope for. 

































FROM OUR AFRICA CORRESPONDENT 


HE trees that line Harare's avenues 
make useful poster stands. “AIDS is ev- 
'eryone's problem," started a recent batch, 
only to finish with "Jesus Christ—the 
only hope.” Some doctors, too, reckon 
the time for terrestrial solutions may be all 
ut past. 
v Zimbabwe has avoided the worst sorts 
of response to AIDS (unlike Kenya, whose 
president has called for carriers to be iso- 
lated). It is rightly proud of its blood- 
transfusion service, which in 1985 became 
the third in the world to screen donors’ 
blood for the Hiv virus that leads to aips. 
Last year, however, Zimbabwe spoiled its 
record. The government, fearing loss of 
tourists or face, decreed that the official 
death toll be reduced from 380 to 119. At 
about the same time, most research into 
_ the epidemic's development was stopped. 
Things have got better. Workshops 
and travelling theatre groups once more 
explain AIDS to villagers, and training is 
offered to the country's 35,000 traditional 
healers. AiDs deaths are now counted up 
and published periodically; the official 
~ death toll at the end of June was 761 (less 





The AIDS disaster in Zimbabwe 


HARARE 


than half Zambia's, but much more than 
those of Zimbabwe's other neighbours). 

The official figure is undoubtedly de- 
flated, but the death toll is less controver- 
sial than the incidence of HIV infection. 
The average time between infection with 
the virus and death from the disease is at 
least seven years. Most of those now dying 
were therefore infected in the early 1980s, 
when AIDS was barely recognised. The 
death toll sheds little light on the spread 
2 HIV since 1984, when the epidemic took 
off. 

In 1987 a government official let slip 
that 250,000 Zimbabweans were reckoned 
to be infected with the virus. Extrapola- 
tions from that indiscretion are alarming. 
In the earliest stages of the epidemic else- 
where in África, the numbers infected are 
thought to have doubled in a year. If that 
was so in Zimbabwe, 1m could now be in- 
fected—a quarter of the adult population. 
Some private estimates are higher still, 
but the virus spreads more slowly as it 
moves from the more sexually active to 
the less so, and as the uninfected propor- 
tion of the population grows smaller. 


Heterosexual promiscuity may aur 
the disease faster in Zimbabwe than in 
richer countries. Many Zimbabweans 
were until recently polygamous: a survey 
in 1984 showed that one woman in eight 
was a second or third wife. The fading of 
polygamy may tempt men to choose bed- 
mates from a wider field instead of stick- | 
ing to their wives, : 

Zimbabweans do not like condoms. 
Harare's municipal authority gives away 
1.2m a year, so the average man about 
town gets five of them. The few sold by 
chemists are not enough to prevent the 
spread of other sexually transmitted dis- 
eases whose prevalence usually reflects 
that of aips. Last year 900,000 adults were 
treated for venereal diseases; one clinic in 
a poor suburb of Harare treated 901 chil- 
dren under the age of 12. 

The mobile are especially at risk. The 
virus spreads along lorry drivers' routes. 
In some regiments of the army, four out of 
five soldiers are said to be infected. Poor 
and rich seem equally vulnerable. Poor 
men may leave their wives in the country 
and resort to prostitutes; rich men may at- 
tract more bedfellows. One doctor reck- 
ons that about eight out of ten among 
Zimbabwe's highest-paid men are 
infected. š 
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YOUR FUTURES GUARANTEED 


PARAGON FUND LIMITED - 


Practitioners of the ancient and 
mysterious art of Alchemy tried to 
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metals from base elements. They 
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of tomorrow S realities, 


International 
business is increas- 
ingly complex. Exec- 
utives today face 
ever-changing issues of a global nature. 
Managing change is a career-long process, 
requiring continuous learning and devel- 
opment. 

IMD combines the strengths of IMI and 
IMEDE, two of Europe's most prestigious 
management schools. Drawing on 70 years 
of experience, IMD offers a comprehensive 
portfolio of 40 programs and seminars for 
board members, general managers and func- 
tional experts, as well as an intensive and 





highly-regarded 
one-year MBA 
course. 

In addition, 
IMD also develops industry consortia and 
special programs for individual companies 
a partnership with industry that reflects our 
practice-oriented approach to learning.. 

Over 90 companies from around the 
world are members of our Business Associ- 
ate network. They are stakeholders in the 
management of tomorrow. No wonder more - 
international executives pass through IMD 
than any other management institute in 
Europe today. 7 
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3 Making the Soviet supreme 


For the first time, the question of how laws are made in the Soviet Union is 


- becoming interesting. 
relations 


'FT^HE session of the Supreme Soviet 
which opened in Moscow this week 
marks the third and most important stage in 
the creation of a new system of government 
in the Soviet Union. This is the stage at 
which parliament begins in earnest to exer- 
» cise powers which will coexist with those of 
> the Communist party and government. 
(oo The first stage took place in March and 
April when 2,250 deputies were elected to 
| te Congress of People’s Deputies, of which 
= tne Supreme Soviet is the permanently-sit- 
ting core. This election brought new faces 
into politics. The second stage was this sum- 
mer's first session of the new parliament, 
which established it, in the admittedly exag- 
gerated words of one of its members, Mr 
Sergei Stankevich, as "the main political 
centre of the country... on which the 
hopes of our people are focused." 

The Supreme Soviet is now trying to ful- 
fil those hopes. In practice this means pass- 
ing about 20 new laws which amount to 
wholesale revision of the country's statute 
books. The most notable of these are six 
laws on economic reform—concerning 
property, leasing, land, "socialist enter- 
prises" (public businesses), co-operatives 
(private ones) and taxation. On top of those 
_ the parliament must pass a “criminal pro- 
ceedings bill” (on matters like lowering the 
ge of consent and the possible abolition of 
death penalty), plus laws on freedom of 

he press and immigration. When 

























Our Moscow correspondent traces the emerging 
p between the legislative and executive branches of government 


Mr Gorbachev speaks of setting up a “law- 
governed state", this is what he means. 

In the past laws were made by appa- 
ratchiks. Experts from ministries and other 
bodies like the Academy of Sciences pre- 
pared a first draft. This was then sent to gov- 
ernment bureaucrats who often changed it 
out of all recognition. Arguments over law 
were really arguments between officials de- 
fending their institutional interests. Eventu- 
ally, a single draft emerged to be rubber- 
stamped by the Supreme Soviet, which met 
for about three days twice a year. 

The Supreme Soviet now meets for 
eight months a year, the most obvious evi- 
dence that proper debate on the law is about 
to begin. The main differences from previ- 
ous practice, however, occur even before the 
bills get into the debating chamber. 

First, there are now competing versions 
of many of the draft laws. À group of lawyers 
headed by a member of parliament has 
drafted a rival criminal-proceedings bill; two 
journalists and a lawyer have published their 
own version of the law on the press in 
Yuridicheskaya Literatura. Both these rival 
bills are now before the Supreme Soviet. 
Some controversial pieces of legislation exist 
in as many as five different versions. 

True, most of the crucial pieces of eco- 
nomic legislation drawn up by the govern- 
ment under the prime minister, Mr Nikolai 
Ryzhkov, exist in only one version. But even 
here, there is some competition. The so- 
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called. inter-regional group—an: infor 
association of the most libertarian memi 
of parliament, including Mr Boris Yeltsi 
have their own versions of the laws on lani 
and property. They are even threatening 
introduce a budget of their own, though it 
hard to imagine that getting anywhere.: 
The second main difference from po 
practice lies in 14 new parliamentary co 
mittees. Composed of around 40 membe 
each, their job is to prepare single bills frc 
all these draft offerings. They are expec 
to act rather as American or British leg 
tive committees do—adding amendmen 
sending bills to the parliament for a secoi 
reading. One of the first decisions of t 
new session of the Soviet was to divide i 
two the time spent each week by its mem 
bers—two days a week for the full sessi 
the rest of the time spent in committee; 
Nobody can yet say quite how power! 
these committees will be, nor how: far t 
government or parliament may seek to inf 
ence or control them. The new system 
having to be sorted out while it starts to 
erate. The struggle for power in the par 
ment is just beginning. 
One of the main questions about à 
system of law-based government is the re 
tionship between the legislature and exei 
tive. In the Soviet Union, as long as th 
was no efffective legislature, there was 
-problem. The new parliament raises ori 
' On paper the Soviet Union has 
separation of legislative and executive po 
ers. The executive branch—which incl 
both the government. and the top of 
Communist party—has no formal influe 
over the Supreme Soviet. Once it has. 
its draft law to the parliament, the govern: 
ment is supposed merely to await the ou 
come. The party has no formal role at all. I 
theory it would be possible for the Supre 
Soviet to pass an act over the protests 
both government and party. 
In practice it cannot work like thi 
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because 90% of the deputies are Commu- 
‘nist. To be sure, Leninist discipline is not 
what it was, but when it matters the party 
line will prevail. That still leaves scope for 
_ exciting battles between conservatives and 
- reformers. Awkwardly for reformers, the Su- 
preme Soviet (and its committees) are domi- 
mated by what one deputy, Mr Yuri 
Afanasyev, has called a  "Stalinist- 
Brezhnevite" majority. And if a startlingly 
tadical law were to slip through the Supreme 
Soviet, the bigger Congress of People’s Dep- 
uties still has a chance to stop it: the con- 
Stitution gives the congress a right of veto. 
Still, in the coming session of parlia- 
- ment, sharp conflicts between the executive 
- and legislative branches are likely. This is 
partly a reflection of the genuine debate 
-. over the direction and pace of reform, and 
partly for the simple reason that this Su- 





preme Soviet is new. For the first time in his- 
tory, Soviet citizens have a chance to speak 
their minds about the creation of laws. The 
result is an unprecedented public debate on 
the bills before the parliament. Drafts have 
been published, letters written, meetings 
held. 

The committee dealing with the crimi- 
nal-proceedings bill, for example, has before 
it more than 1,000 suggestions from lawyers, 
academics, even criminals. This public de- 
bate is the main reason why there are so 
many competing bills before the Supreme 
Soviet. In time it seems likely that the gov- 
ernment will regain the initiative in propos- 
ing laws, leaving the parliament in the same 
position as most other legislative assem- 
blies—responding mainly to government 
bills and occasionally vetoing them. 
ell 











Seed of democracy 


FROM OUR MOSCOW CORRESPONDENT 


Eu GORBACHEV has pub- 
licly dismissed the idea of multi- 
party: politics in the Soviet Union as 
"rubbish". Yet a law is being drafted 
which would allow just that. If it actually 
got on to the statute books, it would be 
the most momentous of all the reforms 
introduced under Mr Gorbachev. 

This potential revolution has begun 
with the least possible fanfare—in the 
rooms of a working group of a parliamen- 
tary committee. The group is drawing up 
a new law on public organisations, to be 
presented to the parliamentary commit- 
tee and then—if it passes that first hur- 
dle—to the Supreme Soviet. The draft 
would allow automatic registration for 
public organisations (at present the unof- 
ficial groups springing up across the 
country have to get permission from of- 
ten obstructive local authorities); and 
the organisations would also be able to 
turn themselves into political parties. Ar- 
ticle six of the Soviet constitution, which 
guarantees the Communist party a “lead- 
ing role" in the country, would be modi- 
fied, though not abolished. 















True, this is only a proposal for a pro- 
posal. But its chances of surviving the 
committee stage to be put to the vote in 
parliament seem good. One of Mr 
Gorbachev's placemen is on the par- 
liamentary committee. He has hinted 
that he would support the change. It is 
far less likely that a parliament with a 
conservative majority would approve the 
idea. But if it did, a variety of political 
parties would be able to compete for of- 
fice the next time there is an election— 
which means by the spring of next year, 
when local governments and parliaments 
are to be elected throughout the country. 

A challenge from a few rival parties 
would not by itself topple the Commu- 
nist party, which has a formidable grip 
on the levers of power. But the implica- 
tions of such a change in the law, as any 
Pole can now testify, would be immense. 

In the Baltic republics and Transcau- 
casia, the informal popular fronts are 
well organised groups with more support 
than the Communist party. In the Mos- 
cow parliament Mr Boris Yeltsin and 
others have formed their “inter-regional 
group", to press for more far- 
reaching reforms than even Mr 
Gorbachev can tolerate. At the 
other extreme, the United Front 
of Workers of Russia recently set 
itself up in Sverdlovsk with the 
aim of stopping perestroika in its 
tracks. Plurality of opinion and 
nascent political parties already 
exist in the Soviet Union. The 
seed of multi-party democracy, 
should it be allowed to take root, 
would find itself in fertile soil. 

























































Poland 


First aid 


FROM OUR WARSAW AND BRUSSELS CORRESPONDENTS 


ELPING Poland has become a popular 

cause, and Poland has now become a 
popular place for western politicians to 
make an appearance. Mrs Thatcher and 
Presidents Mitterrand and Bush have al- 
ready come. The West German chancellor, 
Mr Helmut Kohl, is due soon. The Poles are 
glad to welcome the visitors, but want to see 
the cash. They are looking for immediate 
food aid and investment to get their econ- 
omy rolling again. And they want help with 
their $40 billion debt, about a quarter of 
which is owed to western banks and the rest 
to governments. This week the Polish gov- 
ernment outlined its ambitious plans for 
economic liberalisation, and said it woul ` 
need at least $2.5 billion in loans from off. 
cial western sources. 

Slowly—too slowly, Poles complain— 
some help is coming. On September 26th 
the European Commission convened a sec- 
ond meeting of the 24 western nations 
which are trying to help economic reform in 
Poland and Hungary. The seven-nation 
summit in Paris in July gave the commission 
the task of co-ordinating western relief ef- 
forts. The first meeting, in August, concen- 
trated on emergency food aid for Poland; al- 
together, food worth 271m ecus, or $295m, 
has been promised so far. 

The second meeting focused on help 
with economic restructuring, and the com- 
mission presented an "action plan”. This is 
to be paid for by 200m ecus from the Com- 
munity's 1990 budget, a further 100m ecus 
from its member-countries and, the commis- 
sion suggests, 300m ecus from the other 12 
western aid-givers—making a total of 600m 
ecus, This is supposed to be fresh mone 
rather than a double-counting of aid already 
promised by individual countries. At the 
Brussels meeting, Sweden pledged 42m ecus, 
Denmark 37m ecus, Norway 24m ecus, Fin- 
land 19m ecus, all for non-food aid. 

The "action plan" has five priorities. 
For agriculture, the commission proposes 
giving farm machinery and pesticides. To 
promote access to western markets, the 
commission wants to end export quotas, re- 
duce tariffs and let in more farm products. 
To encourage foreign investment, it sug- 
gests the Poles should become eligible for 
loans from the European Investment Bank 
(guaranteed by the EC budget). The Com- 
munity would also consider guaranteeing in- 
vestments against political risk. Many 
schemes to help professional training are 
planned. The fifth priority is environmen- 
tal protection. The commission presented 
its detailed ideas in private. Efforts would be 
concentrated on the basin of the Vistula 
river. This is now so polluted that industry 
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Near ABERDEEN, on ROYAL DEESIDE, NORTH EAST SCOTLAND 


1,000 Acre Estate plus substantial large stone built Institutional 
Building in very good order, a Mansion House, many Steadings and 
Farm Buildings suitable for upgrading, conversion and sale, mixed 
Woodlands and Salmon Fishings. 

All with the benefit of an outline planning consent for an 
integrated development including Hotel Conversion for between 
180 and 220 bedrooms, two international tournament standard 
Golf Courses, Holiday Apartments. In addition, there is 
substantial scope for Residential Developments, a Riding Centre 
and a Craft Workshop Complex. 


Adjoining the main building is a magnificent Chapel dating from 
the early 1900's next to which there is to be a high quality Visitor 
Centre/Museum and a small Conference Centre being developed by 
the existing owners. 


For further particulars please apply to: 

Mr. Patrick M. Mitchell, M.A., LL.B., 
Craigens, Glennie & Whyte, Solicitors, 

13 Bon-Accord Crescent, Aberdeen AB9 INQ. 
Tel: (0224) 588295. Fax: (0224) 575400. 
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world's great cars at a bargain price. 
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HEN you first handle a Patek Philippe, you 

become aware that this watch has the presence 

of an object of rare perfection. 

We know the feeling well. We experience it every time 

| a Patek Philippe leaves the hands of our craftsmen. 

- You can call it pride. For us it lasts a moment; for you, 
a lifetime. 

We made this watch for 

“you - to be part of your 

life - simply because this 

js the way weve always 

made watches. 

- And if we may draw a con- 

clusion from five genera- 

tions of experience, it will 

- be this: choose once but 

choose well. 

A Patek Philippe - 
because it's for a lifetime. 
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lelp on its way 


cannot use its water and an area of the Baltic 
Sea three times the size of Holland is said to 
be biologically dead. 

It is hard to tell quite how much individ- 
ual countries will contribute to the aid ef- 
fort. President Bush celebrated his visit to 
Warsaw with the announcement of a $100m 
enterprise fund plus $15m for pollution con- 
trol, money for cultural exchanges, and $8m 
in food aid. He added another $100m for 
food later. Now, a group of leading Demo- 
cratic senators, calling the Bush pro- 
grammes “pathetically timid", have called 
for an additional $1.2 billion for Poland and 
Hungary over the next three years. 

The intentions of West Germany are 
even more unclear. The proposed West Ger- 
man package calls for turning an infamous 
DMI billion ($530m) loan, granted in the 
1970s, into zlotys for investment. An extra 
DM300m of fresh credit is also under discus- 
sion, but all of this German money is tied to 
so-called ^ "humanitarian agreements”. 
These include guaranteed rights for the Ger- 
man minority in Poland. 

Austria's private investors have quietly 
begun to surpass all others in numbers of 
joint ventures. Debt-conversion projects are 
in the works. The mayor of Vienna, another 
recent visitor to Warsaw, has proposed a 
credit worth ASch1 billion ($75m), so long 
as it is used for projects which would gener- 
ate exports and eventually pay for 
themselves. 

The French have offered FFrl50m 
($23m) of fresh credits, provided Poland 
reaches an agreement with the IMF, and are 
starting management training for Poles in 
France. Britain is to spend £25m ($40m) to 
help with training over the next five years. 
The Japanese are discussing a variety of pro- 
grammes, including debt-conversion, but 
have promised nothing yet. Oiven their 
proximity, the Scandinavian countries are 
not surprisingly offering money to help with 
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environmental protection. 

The iMF and the World Bank are poten- 
tially the biggest donors. The World Bank 
has handsome projects in the pipeline— 
$250m for developing industrial exports, 
$50m for farm exports. But it cannot move 
before the IMF moves, and the IMF is waiting 
for an IMF-approved economic programme 
to be agreed upon. Poland's new finance 
minister, Mr Leszek Balcerowicz, was in 
Washington this week to discuss it. Up to 
$700m for restructuring could be on the way 
if all goes well. The Paris Club of creditor 
governments is also waiting for the IMF 
agreement before its members attempt any 
formal rescheduling or debt conversion. 
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Greece 


Accusation and 
assassination 


FROM OUR ATHENS CORRESPONDENT 


HE terrorist murder of a conservative 

member of parliament, Mr Pavlos Bak- 
oyiannis, on September 26th formed an ugly 
backdrop to the parliamentary vote the fol- 
lowing day on the indictment of Mr 
Andreas Papandreou, the former Socialist 
prime minister, on bribery charges. But ter- 
rorism is not new to Greece—November 17, 
the group that claims responsibility for this 
killing, claims also to have carried out 13 
other political assassinations in the past 14 
years—whereas the prospect of a prime min- 
ister in the dock is novel. 

The scene now looks set, barring upsets, 
for Greece to go to the polls by November 
5th with Mr Papandreou facing trial on 
charges arising from a variety of political 
and financial scandals. Parliament voted on 
September 27th to commit him to a special 
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tribunal on three counts of felonious in- 
volvement in the Bank of Crete affair, a 
scandal involving the embezzlement of some 
$200m. Four of his ex-ministers will join 
him in the dock. The offence is punishable 
by life imprisonment. 

A week earlier the same majority of con- 
servatives and members of the far left had 
indicted the 70-year-old Socialist leader on 
telephone-tapping charges. He is accused of 
ordering his intelligence chief to eavesdrop 
on conversations of his opponents, his own 
aides and even his own household. Socialist 
members of parliament walked out en masse 
before the vote was taken. Their opponents 
scoffed that they did so because Mr 
Papandreou was afraid of defections under 
the cover of the secret ballot. 

Defections, indeed! Mr Papandreou, for 
all his troubles, has enough personality left 
to mesmerise all his 124 followers in parlia- 
ment. Indeed, several prominent Socialists 
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who had been evicted or turned their back — 


on the party before last June's election are 
now negotiating their reinstatement in time 
for the next round. 

Mr Papandreou will go into that next 
round trying to turn the tables on his adver- 
saries by counting on the average voter's 
sense of fairness. The procedures for the 
prosecution of ministers are such that no 
verdict is possible before the tentative date 
agreed on for elections. That date cannot be 
deferred, according to the two coalition 
partners—the conservative New Democrai 
and the communist-led Alliance of the Lek 
and Progress—because they cannot agree 
on a policy to hold the economy together. 
All they can agree on is the need for "cathar- 
sis", purifying prosecutions arising from the 
scandals, and legislation to end partisanship 
in the civil service and the state media. 

If the voters give their verdict on Mr 
Papandreou before the courts do, he could 
well benefit from a lot of sympathy: the evi- 
dence produced so far to back up the accusa- 
tions is far from convincing. In the June elec- 
tion, Mr Papandreou showed that, for all his 


amorous indiscretions, health problems and 





Down but not out 
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y The plot thickens in Yugo-Dynasty 


FROM OUR SPECIAL CORRESPONDENT IN YUGOSLAVIA 


OSTALGIA for  pre-communist 
monarchies is back in fashion in the 


1 i Balkans. It is easy to see why. Romania’s 
former King Michael, chased from the 
_ throne by the Russians in 1947 and for 


many years a successful businessman liv- 


| ing near Geneva, compares wonderfully 


with the awful President Ceausescu. Bul- 
garia’s old leader, Mr Todor Zhivkov, 
looks decrepit beside the dashing Prince 
Simeon, the son of Bulgaria’s last king, 
Boris. In Madrid, where Simeon lives, he 
receives plenty of discreet visitors from 
Bulgaria as well as lots of postcards. 

Even in tumultuous Yugoslavia, where 
the Karadjordjevic dynasty was never 
wildly popular (not even among its fellow- 
Serbs), there is new interest in the monar- 
chy Tito deposed in 1945. This is partly 


|. because of the gap left by the death in 


1980 of that rather monarchical figure, 
Tito himself. Other things have helped. 
One delicious current Karadjordjevic is 
Catherine Oxenberg—Amanda in the 
soap opera "Dynasty", shown recently in 
Yugoslavia. Her smart mother, Princess 
Elizabeth (the daughter of the late Prince 
Paul, Yugoslavia's regent before King Pe- 
ter took the throne in 1941), caused a sen- 


|| sation at the end of June by attending the 











Oxenberg, a royal attraction 


celebrations marking the 600th anniver- 
sary of the battle of Kosovo and going to a 
lot of parties in Belgrade. She was the first 
Karadjordjevic to visit Yugoslavia since 
the second world war. 

But the Karadjordjevics’ renewed 
prominence has aroused animosities, not 
least among the ex-royals themselves. Ear- 
lier this year Prince Alexander, the late 
King Peter's son and now a businessman 





in London, gave an interview to Mladina, 
a cheeky Slovene magazine. It also ap- 
peared in a Croatian one, Start. The in- 
terview angered many Serbs, because the 
prince was clearly trying to reach out to all 
Yugoslavs rather than just the Serbs. Nin, 
the Belgrade weekly now controlled by 
Serbia’s populist leader, Mr Slobodan 
Milosevic, described the prince’s appear- 
ance in "anti-Serb" magazines as "gro- 
tesque", like a nun wearing a bikini. 
Abroad, the Serb monarchist organisa- 
tion Cetnik removed the prince's portrait 
from its offices and announced that it was 
abolishing its annual Karadjordjevic day 
celebration. 

Sympathy for these Serb sensitivities 
comes from Paris. Another prince, the 
brother of Princess Elizabeth, has told 
Nin that he was upset about Prince Al- 
exander's interviews—all the more so be- 
cause many people attributed the London 
prince's remarks to him: he too is called 
Alexander. The Paris Alexander more 
than made up for the London Alexan- 
der's apparent lack of Serb zeal by back- 
ing some of the controversial policies 
launched by Mr Milosevic. That has rein- 
forced anti-Karadjordjevic prejudices in 
Yugoslavia's western, non-Serb parts. 
And it has strengthened the already 
strong wave of nostalgia there for the 
much classier Habsburgs, who ruled Cro- 
atia, Slovenia and Bosnia until 1918. 





allegations of corruption, he could still mus- 
ter 39% of the national vote behind his 
party. No other Socialist in Greece could 
— achieve as much. On the other hand, no one 
- knows what Mr Papandreou's personality is 
"worth without the trappings of power and 
the shameless abuse of the state television. 


© Further, New Democracy may benefit 
- from the murder of Mr Bakoyiannis, who 


was the son-in-law of Mr Constantine 
Mitsotakis, its leader. It already stood a fair 


~ chance of winning in the next election the 


J 


- overall majority that eluded it in June. Some 
- conservatives are indeed worrying more 
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about what will happen after the election 
than before it. 

They fear that, if the Socialists suffer a 
big defeat, Mr Papandreou is likely to step 
down or be eclipsed, whatever happens in 

— his trials. Without him, the Socialists are 
likely to break up into factions—some of 
which the Alliance of the Left will hope to 
attract, thus becoming the main opposition 
party. By next March, parliament has to 
muster at least a three-fifths majority to elect 
a new president of the republic, or be dis- 
missed. The Alliance of the Left, broadened 
to span the political spectrum from centre to 
extreme left, may then be ready to challenge 
the conservatives for power., 
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Yugoslavia 


Self-defence 


LOVENIA, Yugoslavia’s most liberal re- 

public, decided this week to take out an 
insurance policy. Despite pressure from 
other republics, on September 27th its par- 
liament adopted a series of constitutional 
amendments, including the right to secede 
from Yugoslavia. It also decreed that only 
the Slovene assembly had the right to decide 
whether martial law, if declared in Belgrade 
by the federal presidency, could extend to 
Slovenia. Slovenia used to be the most Yu- 
goslav-minded of the republics. No longer, it 
seems. What has changed? 

Slovene leaders keep saying that Slove- 
nia is not really preparing to break away 
from the federation. But neither is it pre- 
pared to be dragged back into old-style cen- 
tralism by the likes of Mr Slobodan 
Milosevic, Serbia’s powerful boss and, many 
suspect, the would-be strongman of all Yu- 
goslavia. Mr Milosevic and his followers 
deny any hostile intentions. But non-Serbs 
mistrust him. Slovene fears of a coup grew 
this spring after the federal presidency intro- 
duced “extraordinary measures” (in effect, 
martial law) in the province of Kosovo. 





The new law in Ljubljana is hardly a 
convincing protection against similiar "ex- 
traordinary measures" extending to Slove- 
nia. But the Slovenes reckon that they can 
at least deny any martial-lawmongers the ex- 
cuse of acting legally. This is important, 
given the evident reluctance of senior gener- 
als to get embroiled in Yugoslavia's politica 
arguments. 

Extra protection for the Slovenes comes 
from the growing resistance of some other 
republics to what they see as a new bid for 
Serb supremacy. Croatia, silent last year, 
has now been stung into public opposition 
to Mr Milosevic by his alleged attempts to 
unsettle Croatia's leaders by stirring up the 
Serb minority in the republic. The Bosni- 
ans, too, are beginning to line up openly 
against Belgrade. Even Macedonia is no 
longer the sure ally it once seemed. 

All this makes any attempt to force Slo- 
venia to drop its liberal ideas, such as its 
plan for multi-party elections next year, ex- 
tremely risky. It could provoke a civil war, or 
tempt the Slovenes to exercise their self-ap- 
pointed right to secede from Yugoslavia. 
That, however, could be just the excuse 
hardliners in Belgrade need to send in the 
tanks. The Slovenes are trusting that deter- 
rence will work. 
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Madrid 





Nasty, noisy and nice 


Madrid, argues our corres 


ndent there, is a bit like New York. If it were 


not so entertaining, it would be insufferable 


IKE New Yorkers, the people of Madrid, 
the Madrileños, respond to the stress of 
city life with a hard-edged wit. Some of 
them, for example, have organised them- 
selves into a “Steering Committee for 
Pissed-Off and Ground-Down Citizens”. 
But the complaints of the city’s inhabitants 
are serious enough. A recent survey found 
that their main grouses were the cost of liv- 
ing, crime and the traffic, in that order. 

A report last year by the Union Bank of 
Switzerland ranked Madrid more expensive 
than Paris. Money hidden from the tax au- 

horities has flooded into property since 
„ent laws were relaxed in 1985. It has put the 
price of homes in middle-class areas out of 
the reach of all but those who lived in them 
before, setting in concrete the social geogra- 
phy of the city. 

Greater Madrid is made up of an al- 
mond-shaped core and its surrounding dor- 
mitory towns. Apart from Madrid's cock- 
neys, the castizos, in the south-east, the 
inhabitants of the "central almond” are 
mostly middle-class. The suburbs to the 
north are for the rich. Those to the south 
are for the poor who arrived from the coun- 
tryside in the 1950s and 1960s, swelling the 
region's population from fewer than 2m to 

4m. Today, some 5m people live 
there, 3.5m of them in the city proper. 

A Socialist regional administration— 
one of the last redoubts of the idealism that 
brought the Socialists to power nationwide 
seven years ago—has worked hard to im- 
prove facilities in the deprived south. The 

rea now has parks. Within a few years, 
there will be a university, a business centre 
and a shopping-cum-leisure complex. 

The rise in crime during the 1980s is 


usually attributed to the disaffected children 


m a 





of those who migrated to Madrid 30-40 
years ago. It is among these streetwise, often 
unemployed youngsters that drugs have 
taken a dangerous hold. But even in 1987, 
when the official records say the rate for 
murders, rapes and thefts peaked, it was 
only 43% of the “comparable figure" (if 
such a thing really exists) for London. Last 
year the rate dropped by 6%. 

Madrileños are at their worst on wheels. 
Their lack of consideration for others can 
speedily turn congestion to standstill in the 
narrow streets of the centre. But here again, 
many European capital-dwellers would envy 
them their ring road, the M-30, and the 12- 
lane highway which runs through the centre 
of the city. Outside the admittedly long rush 
hours, either can speed you across Madrid 
in a matter of minutes. 


Loud but lovely 


Outsiders are more taken aback by the 
noise. According to the OECD, Madrid is the 
western world’s rowdiest capital. The back- 
ground level in more than half its streets was 
found to exceed the OECD's recommended 
maximum of 70 decibels—and that was 
without the chorus of klaxons that breaks 
out as soon as the traffic is delayed, without 
the police and ambulance sirens reputed to 
be the loudest on earth, and not counting a 
squadron of mobile municipal garbage-gob- 
blers, any one of which could drown out a 
tank on the move. 

Prolonged exposure to more than 80 
decibels damages the hearing. This could ex- 
plain why Madrileños are so impervious to 
the racket in their cafés. It is not unusual to 
find a radio and television simultaneously 
competing for attention with a one-armed 
bandit and a talking cigarette machine. 

Besides the noise, outsid- 
ers notice the pollution. Sited 
in a dip, Madrid is prone to 
smog. Things have got better 
since the 1970s, when newspa- 
pers used to publish daily pol- 
lution forecasts. But not much 
better, Nothing has been done 
to prevent coal-burning, let 
alone oil-burning, in the centre 
of town, and the buses still 
belch out the residue of low-oc- 
tane fuel. 

For all its faults, two-thirds 
of Madrid's inhabitants aged 
between 30 and 50—a group 
that includes many who might 
up-sticks—told pollsters this 
year that they would not live 
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anywhere else. The idiosyncracy and ener 
of the place are addictive. a 
Where else would you find yourself ir 
traffic jam at two o'clock in the morning b 
cause of the sheer numbers cruising 
one nightspot to another? Some young pe 
ple on summer hours of 8.00am to 3.00p 
have taken to sleeping away the rest of th 
day so that they can spend all night on th 
town before going to the office. The late 
craze is floodlit horse racing. 
Madrid boasts more green space the 
any other capital in Europe, and the city 
council knows how to use it. Between Ju 
and September it subsidises open-air 
mas, shows and concerts in the pe 
campaign of tree-planting in the early 198C 
has done much to heal the scars of Ma 
abrupt growth. A programme of resto 
is transforming the oldest parts around the 
Plaza Mayor. ] 
The city has scored a cultural c 
luring the Thyssen art treasures, which wi 
be housed in the Villahermosa Palace 
the Prado. The Teatro Real is being cha 
back to its original use as an opera hous 
National Auditorium has been op 
orchestral performances. The national thi 
atre company and the two state ballets are 
have a site of their own. Approval has beer 
given for building in the suburb of Pozuel 
film studios twice the size of Rome’ 
Cinecitta. : 
Also on the outskirts, plans are in hanc 
for an exhibition-and-conference centre 
called the Campo de las Naciones, which is 
part of Madrid's ambition to become an in 
ternational services centre. "Madrid ha 
had the good fortune not to be burdened 
with older industries," says Mr Agapito Ra- 
mos, the second in command in the 1 
administration. High-tech industries have 
spread along the route to Barajas airport. - 
All this vitality is what helps Madrid 
overcome its biggest disadvantage: plonkec 
in the middle of his country by Philip 
the sixteenth century, it was a fine creation 
as capital of Spain, but cut off from the res 
of Europe. Nowadays—just look at the city 
fiercely fashionable women—the place feels 
as trendily European as anywhere. 
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East Germany 
Waiting for 
Gorbachev 


FROM OUR BONN CORRESPONDENT 


OR a 77-year-old recovering from a gall 
bladder operation, East Germany’ 
leader, Mr Erich Honecker, has had a trying 
first week back on the job. Not only are emi- 
grants still leaving the country in droves, 
with or without permission; groups de 
manding democratic reform are getting a 
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D» sertive. Both developments, 
from Mr Honecker's stand- 
— point, form a dismal prelude to 
Bast Germany's 40th birthday 
party on October 7th, at which 
- the unwelcome guest of 
honour will be the man who 
- has done more than anyone to 
make East Germans restive: 
the reformist Mr Gorbachev. 
So far the churches have 
been the main meeting-point 
- for East Germans seeking the 
- glasnost already practised in 
the Soviet Union, Poland and 


East Germany is spreading. 
- The more people leave for the West—this 
- month alone more than 22,000 East Ger- 
- mans have fled across Hungary's open bor- 
der with Austria—the greater the impa- 
— tience of those who remain. Hence the 
demonstration march of some 8,000 people 
- singing "We Shall Overcome” in Leipzig on 
| September 25th, and the rise of dozens of 
- groups (many of them tiny) seeking reform. 
___ The best known is New Forum, which 
. recently applied to the government for for- 
registration as an association but, not 
surprisingly, was turned down flat. That has 
- not deterred Miss Bärbel Bohley, one of the 
- group's founders and a woman of Joan of 
-Arc fervour who was banished to the West 
for six months last year but (to the dismay of 
officials in East Berlin) chose to return home 
- afterwards. She says New Forum, which al- 
- ready has the written support of more than 
4,000 people, will challenge the govern- 
- ment's veto in the courts. 
4 Other groups with broadly similar aims 
- (a state “more worth living in but not a cap- 
italist one") include Democratic Departure, 
Citizens’ Movement, Democracy Now and a 
still more loosely defined United Left. So far 
E are not working closely together. Re- 
- ports that the various groups agreed last 
_ weekend to unite under the umbrella of 
__ New Forum have since been denied. There 
- is no organisation with the weight of Soli- 
darity nor any East German Lech Walesa. 
—. Some say this is because conditions in 
. East Germany, which has the least poorly 
functioning economy in Eastern Europe, 
- have never been nearly as bad as in Poland 
and hence have caused less unrest. Others 
- point to Lenin's dictum about orderly Ger- 
mans who buy platform tickets before they 
Storm a railway station (yet in 1953 East 
Germans did stage a rebellion, which was 
_ put down with the aid of Russian tanks). 
Whatever the reason, East Germany's 
_ elderly leaders can hardly rest easy. Quite 
apart from the activities of the new groups, 
appeals for reform are multiplying—from 
|. Sources as diverse as rock stars to the former 
. head of the country's secret service, Mr 
—. Markus Wolf. 


h Even top members of the communist 
60 
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— Hungary. But opposition in Hapless Honecker 





party are making oblique pub- 
lic criticisms unheard of even a 
few months ago. Mr Klaus 
Hópcke, the deputy minister of 
culture, called for more open 
discussion and told senior offi- 
cials to stop patronising people 
who came up with new ideas. 
Mr Hans Modrow, the party 
chief in Dresden and consid- 
ered a possible successor to Mr 
Honecker, told West Germans 
during his visit to Stuttgart this 
week that the causes of the 
mass emigration needed look- 
ing into. His remarks were cen- 
sored for home consumption 
by the East German party newspaper, Neues 
Deutschland, but were carried by West Ger- 
man television, which most East Germans 
watch. Do they imply that a spot of 
berestroika may be on the way after all, even 
in East Germany? Mr Gorbachev will have a 
chance to judge for himself when he joins 
the birthday celebrations next week. 
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High-speed trains 


Faster still and 
faster 


| caveman going to Brittany by train 
this weekend will travel at up to 180 
miles an hour, five times as fast as Mancu- 
nians sped to Liverpool in 1830 on George 










Source: Railway Gazette International 
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Stephenson's new "Rocket". The world's 
fastest trains have accelerated in fits and 
starts; the three big advances of this century 
came with German development of electric 
traction in the 1900s, the 130mph Japanese 
bullet train in the 1960s and the French 
train d grande vitesse (TGV) in the 1980s. 
The newest and fastest, the TGV Atlantique, 
will soon clip an hour off journeys from 
Paris to the main cities in the west of France 
from Brest to Bordeaux, and make trains 
competitive with aircraft over ever-longer 
distances. 

But passengers beware: high-speed 
trains do not travel quite as fast as you 
think. The TGV Atlantique, for example, is 
capable of about 250mph, and has a maxi- 
mum commercial speed of 180mph, but 
along the Paris-Le Mans stretch where it has 
just started to run up to full speed it averages 
137mph. That makes it the fastest scheduled 
train service in the world, but only one mil 
an hour quicker than the Paris-Lyons TGV, - 
whose top speed is 20mph slower. The prob- 
lem is building enough straight track to al- 
low the trains up to top speed. 

The future competitiveness of trains 
with aircraft in Western Europe will there- 
fore depend more on the laying and upgrad- 
ing of track than on further advances in 
maximum speeds. The Community of Euro- 
pean Railways, representing EC state railway 
companies, hopes optimistically for an 
18,000-mile network of lines with 120- 
180mph trains by 2015. The French are still 
well ahead of the field: by the mid-1990s 
they expect to be running TGVs along half 
their long-distance routes, and to bring Bor- 
deaux, London, Rotterdam and Cologne 
within the 342 hours from Paris that will lure 
business travellers from aircraft. 

Yet the race to build lines has not 
stopped the French trying to excel 
themselves on speed. The trains running to 
Lille along the TGv Nord, due to open i 
1993, are being designed to speed up to 
200mph. 






Tokyo closes. 


London opens. 


Phileas Fogg's “eighty days” to circle 
the earth are gone. If it takes our electronic 
signals more than a few seconds to reach 
any point on the globe, we start getting 
impatient 

But there's still no substitute for being 
there in person. An investor may be im- 
pressed by his portfolio manager reading 
this minute's Tokyo or New York quota- 
tions off his screen. But these figures are just 
the tip of the information iceberg. A re- 
sponsible investment advisor will seek 


UBS. The bank of experts. 





the aid of additional research, collected and 
evaluated on the spot. 

That's why "global presence" is more 
than just a catch phrase, it is essential for 
the provision of truly international invest- 
ment advice. Being the country's leading 
bank, UBS has looked beyond Switzerland's 
frontiers from the outset and made good 
use of the Swiss inclination to think inter- 
national 





Union Bank 
Switzerland 
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An expert 
knows facts 
not everybody 
knows 






Worldwide network of UBS 

Europe: Frankfurt, London, Luxembourg, Madrid, Monte Carlo, Moscow. North America: New York, Chicago, Houston, Los Angeles, San Francisco, Cayman Islands, 
Calgary, Montreal, Toronto. Latin America: México, Panamá, Bogotá, Caracas, São Paulo, Rio de Janeiro, Buenos Aires. Middle East and India: Abu Dhabi, Bahrain, 
Beirut, Tehran, Bombay. Far East: Hong Kong, Osaka, Tokyo, Singapore, Taipei. Australia: Sydney. Africa: Johannesburg. 

Head Office: Union Bank of Switzerland, Bahnhofstrasse 45, CH-8021 Zurich. 
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a flame and say: 


El^do not need BP 


fire safe insulation? 
















Anyone who has experienced a fire first hand 
will know this only too well. 

Flames can spread in seconds and the resulting 
smoke and fumes can prove even more deadlv. 


That's why we have developed a phenolic foam 





insulation which is highly resistant to flame. W hat 
is more, it will only emit small amounts of smoke | 
even when subjected to intense fire, giving you vital 
breathing space to make good your escape. 


And because nowhere is immune to fire, we've 
perfected systems which allow this toam to be used | 
in all types of construction: from immense projects | 
like the Channel Tunnel to retirement homes | 

The horrors of fire hardly bea: thinking about. 

Better, however, to consider them sooner rather 
than later. | 


Helping to create a safer environment is one of | 


the things BP is doing todav for all our tomorrows. 
: | 





For all our tomorrows. 

















It’s very likely that the paint 
on your car was manufactured by 
Akzo. As well as the paint on your 
doors and windows. 

Along with the color in your 
wallpaper, your carpet, furniture, 


plastic kitchenware, and perhaps 
even your lawnmower. 


After all, Akzo is one of the 
world’s largest makers of 
paints and coatings. And many 
innovations come from our labo- 
ratories. 

But even for us it was quite a 
challenge to be involved in re- 


decorating the city center of Turin. 


Like many Italian cities, Turin 
had, over the centuries, assumed 
a uniform color: a drab yellow 
ocher. Two Italian architects and 
Akzo were commissioned to 
determine whether the colorful 
splendor of the past centuries 
could be restored. 


This took a lot of work. Dusty 
city archives were combed. Old 
plans were compared with con- 
temporary prints and paintings. 

And the chemical composi- 
tion of the rediscovered colors 
was analyzed. 

The result was a historically 





faithful color scheme in modern 
and affordable coatings. 

Turin now boasts one of the 
most beautiful city centers any- 
where in the world. 

And other European cities are 
considering similar plans. 

As one of the world’s largest 


chemical companies, with 70,000 
people in 50 countries active in 
the fields of chemicals, fibers, 
coatings and health care, we in- 
vest many millions each year in 
countless research projects. 
Turin is a typical example of 
how we work. In close co-opera- 


tion with our clients. Whether it's 
a gigantic multinational oil 
company or a manufacturer of 
&olf balls. 

For further information: 
(31) 85663633. Akzo nv, 
PO. Box 9300, 6800 SB Arnhem, 
the Netherlands. 
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mer Portrait 347 


Chow, restaurateur and architectural designer, Los Angeles. He’s just heard of an offer he won’t be able to resist: 


nber, Swissair will start regular service between Los Angeles and Switzerland three times a week. Fora long time, 


w has wanted to take a closer look at the works of Le Corbusier in Switzerland - and now, he’s looking forward to 
here nonstop with Swissair. When he reclines in the electrically adjustable First Class Slumberette, he feels as 
able as on the famous Le Corbusier chaise longue. 

















Grim times 
The IRA bombed the Royal 
Marines’ school of music near 
Deal, killing ten bandsmen: 
200 policemen are searching 
for three Irishmen who, pos- 
ing as fishing enthusiasts, 
rented a room only yards away 
from the barracks. Tom King, 
the defence secretary, de- 
fended the use of a private se- 
curity firm to guard the base; 
almost everybody else slated it. 


More disastrous trade fig- 
ures. The current account def- 
„icit was almost £2bn in Au- 
gust, the third-worst monthly 
figure on record. Britain's to- 
tal deficit for the year is likely 
to be closer to £20bn than to 
the £14.5bn forecast by the 
government. Shares fell and 
pressure for another rise in in- 
terest-rates mounted. Mort- 
gage holders shuddered. 


Pay negotiations broke down 
between ambulance workers 
and health-service chiefs, with 
recriminations all round. But 
at least British Rail's 10,000 
managers are happy: some got 
as much as 19.296. Aslef, the 
train drivers' union, warned it 
would be looking for the same 
in its next pay round. 





A quarter of all British chil- 
dren are now born out of 
wedlock, Population Trends 
revealed. That figure is nearly 
three times the proportion be- 
fore the "party of the family” 
came to power in 1979 and 
nearly five times as many as 
during the permissive 1960s. 
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Votes, please 


The Conservative party re- 
vealed a kinder and gentler 
face: a new slogan (“the right 
team for Britain") and a rede- 
signed logo. Still meant to be a 
torch of freedom, the new 
logo looks less East European 
than the old one, and more 
like an ice-cream cone. 


Margaret Thatcher returned 
from adulation in Japan and 
the Soviet Union, where she 
delivered pep talks on free 
trade and the free market re- 
spectively. She and Mikhail 
Gorbachev could restore their 
ratings by swapping jobs. 


What's left of the Social 
Democratic party met in 
Scarborough. Small it may be, 
but not united. Realists pro- 
posed that the party should 
concentrate its resources on 
ten "winnable" seats; unac- 
ceptable defeatism, com- 
plained a minority. 


Popular capitalism 


A fraud squad detective re- 
vealed that more than half the 
City institutions questioned 
by police had been defrauded 
of large sums, in some cases of 
more than £10m. Two-thirds 
of companies do not bother to 
report embarrassing rip-offs. 





John Wakeham, the energy 
secretary, reached agreement 
with the chairman and chief 
executives of the 14 public 
electricity companies as to 
how they should be privatised. 
Competition will be severely 
restricted for most of the 90s. 


Wirral council voted by a 
whisker to privatise its 22 old- 
people’s homes. Police had 
to eject 70 demonstrators 
from the council chamber and 
hold back 100 outside. The 


sale could raise £6.5m. 


Surprises 





Another male bastion fell. 
Hungry for recruits, the army 
announced plans that up to 
6,000 men's jobs in the regu- 
lar army, and 4,000 in the Ter- 
ritorials, will be opened to 
women. Only the Guards, 
Hussars and Lancers vill es- 
cape the monstrous-regiments. 


Concerned that Britain may 
be a prime target for cocaine 


barons, the government is to 

































































A breakthrough in tl 
ernment's plans to reform 
health service? Kenneth 
Clarke, the health secretary 
thinks so, after a four hoi 
meeting between his enti 
ministerial team and repr 
tatives of the BMA got the d 
tors to agree to accept indica- 
tive budgets for their drug 
prescribing. 


Medical scientists displayed a 
new invention: a tiny sewin 
machine that can be swab 
lowed and manipulated on th. 
end of a flexible tube, en- © 
abling surgeons to perform ii 
ternal operations without cut 
ting patients open. 


A girl fell 3,500 feet when he 
parachute failed to open on 
sponsored jump. She broke 
her pelvis and her jaw, but: 

hopes to be out of hospital 
soon to collect her sponsor- 
ship money. 


Two high-security fax mes- 
sages from Ministry of De- 
fence offices in Bath and 

Portsmouth, intended for the 
MoD in Glasgow and setting. 
out details of guard cutbacks 
in southern England, turned 

up on the fax machine of a ©- 
Glasgow employment agency. 





^ oY hom We $ : 
Good news for journalists: _ 
they are more popular than es- 
tate agents. Bad news: they ar 
less popular than any other 
professional group apart from 
estate agents. : 































THOSE WHO HAVE REACHED THE 
TOP OF THE CORPORATE LADDER 
NEEDN:I BE LET DOWN BY A HOTEL: 





Success is generally achieved over a period of years. And at 
Park Hyatt” Washington, D.C., it's reflected overnight. Executives respect 

a hotel whose service is uncompromising, whose standards are unusually high. They appreciate a staff that - 
simply refuses to say no, that makes the extraordinary a routine occurrence. And 

they savor the opportunity to unwind in a magnificent health spa. All of 

which makes staying at Park Hyatt a brilliant piece of corporate strateg. PAR K Il HYATT 

For reservations, call toll free 1-800-922-PARK, or 202-789-1234. Where the exceptional is the rule” 


WASHINGTON, D.C. 


MARK HYATT WASHINGTON [HE * PARK HYATT SAN FRANCISCO © PARK HYATT CHICAGO. * PARK HYATT SANTA MONICA © HYATT CARLTON TOWER } 
OPENING EARLY 1990 


INDON © THE HYATT HOTEL CANBERRA © PARK HYATT ON SYDNEY COVE 
THE WEST END VMBARCADERO CENTER MICHIGAN AVENUE 1990 


í 1 
A PARK HYATT HOTEL A PARK HYATT HOTEL OPENING FAMPM Y 
Park Hyatt encompasses hotels managed or operated by two separate companies - Hyatt Hotels Corp. and Hyatt Intemational Corp. © 1989 Hyatt Com 





World Financial Markets at the 
| Crossroads 1990-2000 


Queen Elizabeth Il Conference Centre, London, November 16, 1989 








RES I orb oo d 


A joint conference organised by The Economist, the New York Stock Exchange and the CBI. 

' The conference will examine prospects for the world economy over the next decade and the 

* likely changes in the balance of global financial power during that period. Top representatives 
of industry, commerce and key financial markets will explore, from their own perspectives, how 

^ financial markets, and their relationships with user groups, will develop. The day will conclude 
with a discussion on the future role of the world stock exchanges and how current and future 

i developments will affect them. 


- For full details please complete the form below and return it to Christine Durkin, The Economist CBI 
| à Conference Unit, 25 St James's Street, London SW1A 1HG. Tel: 01-839 7000 , Fax: 01-839 2968/9 
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Keeping faith in Ulster 


-N TOT for the first time, an IRA bombing 
AN has helped cement Anglo-Irish co-op- 
eration on security. Two years ago, the Re- 
membrance Day bombing in Enniskillen 
killed 11 Protestants at the town's cenotaph. 
Strong Irish opposition to an easing of ex- 
tradition arrangements with Britain disap- 
. eared overnight. Last week's murderous at- 
“A. wack on the army band-school in Deal has 
had a similar impact. As the funerals of the 
ten young musicians killed by the IRA pro- 
ceed, the Irish government is toning down 
its insistence that Britain should act drasti- 
cally on recent allegations of collusion be- 
tween: the security forces in Northern Ire- 
land and Protestant gunmen. 

Toning down, but not abandoning. For 
the rumpus over collusion has been a long 
time brewing and will not easily be resolved. 
On August 29th loyalist gunmen showed a 
BBC reporter documents and a video of po- 
lice photographs which suggested that a 
Catholic they had killed four days earlier, 
Mr Loughlin Maginn, was, in the jargon of 
intelligence reports, “heavily traced” as an 
IRA suspect. The authorities admitted the 
documents were authentic. Two former reg- 
ular soldiers, now members of the Ulster De- 
fence Regiment (UDR), have been charged 
with Mr Maginn’s murder; one of the sol- 

iers is also charged with the murder of an- 

“other Catholic, and with passing informa- 

tion to Protestant gunmen of the Ulster 
Defence Association. 

Since then the Royal Ulster Constabu- 
lary (RUC) has confirmed that photos of re- 
publican suspects are missing from a UDR 
base and that similar photos and personal 
details have been taken from a locked case 
in a Belfast police station. Prominent jour- 
nalists, politicians and others have received 
a stream of papers and photographs—all 
dull stuff, were it not for the chill thought 
that every document could be someone's 
death warrant. There is little doubt about 
the authenticity of the documents. And 
Protestant terrorists have, since the mid- 
1970s, made no secret of the fact that they 
covet such intelligence from the security 
forces, and often act upon it. 

The province's policemen and soldiers, 

^ for their part, are understandably angry 
-about what they see as a distraction from the 
fight against the ira. They do not deny that 


+ 
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collusion happens. But the mistake, as 
Unionists see it, is to construe occasional se- 
curity lapses as anything more than a symp- 
tom of the strain and frustration of police- 
men and soldiers working under constant 
threat of death. Often they will know the 
identity of IRA murderers, yet cannot pursue 
them in the courts; sometimes, regrettably, 
they will look to others outside the law for 
help. 

Loyalists and nationalists within the 
province have reacted to the present row ex- 
actly as one might expect. (So what if some 
mug-shots have gone missing, said the Rev 
lan Paisley’s spokesman: all photographs of 
IRA suspects should be published anyway.) 
More telling have been the reactions of the 


British and Irish governments. Collu 
represents an obvious threat to the An 
Irish agreement, just as its underlying di 
intelligence in return for mutual influe 
appears to be yielding real benefits for p 
on both sides of the border. As they. 
sider how to handle the affair, there 
signs that the two governments rate its 
portance rather differently. i 
The Northern Ireland secretary; Mi 
ter Brooke, met the Irish foreign mini 
Mr Gerry Collins, on September: 1 
Their discussions lasted seven hour: 
longest meeting between the two govel 
ments that any of the officials could rem 
ber. It was not a comfortable occasion 
the new Northern Ireland secretary. 1 
Irish government wants a tough-mi 
vestigation of the alleged collusion, It is al 
insisting that Britain should fundamental 
reform the UDR. It wants Britain to cons 
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Hermon frustrated Stalker; Stevens expects better of Annesley 


confining the UDR to guard duties, and to 
make good on a four-year old promise that 
every UDR patrol shall be accompanied by a 
police officer. The Deal bomb has prompted 
the Irish government to soften its public po- 
sition; but it says that it lays great store by 
the British response to events in Northern 
Ireland. 

The initial reactions of the Northern 
Ireland Office pleased the Irish. After two 
months in office, they say, Mr Brooke ap- 
pears more equable and less defensive than 

is predecessor, Mr Tom King. In private he 
has left the Irish convinced of his anger at 


collusion. Mr Brooke's deputy, Mr John 
Cope, on September 3rd stressed the harsh 
steps that must be taken against any soldiers 
caught colluding with Protestant militias. 

Unhappily for Mr Cope, his words were 
promptly made to sound hollow. The Brit- 
ish army confirmed on September 4th that a 
Royal Scots guardsman convicted in a civil- 
ian court of passing information to a militia 
had been kept in the army and reappointed 
to a training base in England. The armed- 
forces minister, Mr Archie Hamilton, saw fit 
p describe the guardman as “a very fine sol- 

ier”. 
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Loose cannon 


NR: troubles for the province. 
Northern Ireland’s only Catholic 
aristocrats, the McDonnells, say that the 
Department of the Environment has lost 
their museum. 

The ruins of Dunluce Castle were 
once the home of these thirteenth-cen- 
tury Scottish immigrants. g 
They busied themselves * 
fighting their neighbours 
until they acquired the earl- 
dom of Antrim in the sev- 
enteenth century and set- 
tled down to gentility. In 
the eighteenth century, 
they converted to Protes- 
tantism, then reverted to 
Catholicism this century. 

In the 1920s the then 
earl handed Dunluce over to the govern- 
ment for safe keeping. In one of the 
towers was a museum. It had, say the Mc- 
Donnells, one breech-loading cannon 
and two water-pumps from one of the 
Armada’s ships. Sorley Boy McDonnell, 
a sixteenth-century ancestor, recovered 
several cannon from the Spanish and, as 
the only well-armed man in the north of 
Ireland, won new respect. Although 
there are a couple of dozen cannon from 
the Armada in Britain and Ireland, 
breech-loaders are rare. 

The McDonnells say the museum’s 
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colllection also housed early Christian 
jewellery and medieval and Elizabethan 
earthenware and ceramics. The exhibits 
were important to all Northern Ireland, 
whose violent history has left too few 
tangible remains. 

The Department of the Environment 
removed the exhibits from 
the tower in the 1960s. Ear- 
lier this year the McDon- 
nell family, mildly offended 
that its cannon did not 
form part of the 1988 exhi- 
bitions celebrating the Ar- 
mada's tercentenary, in- 
quired when they would be 
displayed again. The de- 
partment said that "no one 
on the present staff remem- 
bers their removal . . .but inquiries will 

made about their present 
whereabouts.” 

The inquiries initially produced a list, 
but no exhibits. Then the civil servants 
said they had found some coins in the 
Ulster museum and that the other ob- 
jects are “in our care”. . . but they deny 
that the cannon and pumps ever existed. 
Mr Hector McDonnell, son of the Earl of 
Antrim, says half a dozen people will 
testify to the existence of the cannon and 
pumps. Like other local difficulties, this 
battle looks set to run. 








































It is neither civil servants 
nor politicians, however, who 
will bear the immediate brunt 
of the row, but two policemen. 
The first is Mr Hugh Annesley, 
who took over as the chief con- 
stable of the RUC in June; the 
other is Mr John Stevens, the 
deputy chief constable of Cam- 
bridgeshire, who has arrived in 
the province to head an in- 
quiry into the reported leaks of 
information by RUC members. 
His mission has shades of the 
Stalker inquiry. 

Mr John Stalker, then deputy chief con- 
stable of Manchester, arrived in Ulster in 
May 1984 to investigate a series of six deaths 
of unarmed Catholics in County Armagh, 
shot by police: five were known Republican 
terrorists. Mr Stalker met constant RUC 
obstructiveness, clashed repeatedly with tl 
then chief constable, Sir John Hermon, anu - 
was eventually removed from the investiga- 
tion on the basis of allegations against him 
in Manchester which were later proved to be 
wholly spurious. 

This is one measure of the task that now 
faces Mr Stevens. Like his predecessor, he 
will have to confront both policemen and 
soldiers in Northern Ireland who believe 
with passion that they are fighting a vicious 
war in which they are shackled by absurd le- 
galities. 

On the other hand he will be dealing 
with a chief constable in a very different po- 
sition from that of Sir John, who had been 
in the job for ten years in 1984 and felt his 
own record was under attack. Mr Annesley 
has already said publicly that he believes full 
disclosures must be made for the sake of po- 
lice credibility. This may prove impossible in 
Northern Ireland. But, for as long as the new 
man can sustain his convictions, it will be a 
fresh approach. 





The economy 


Delphic deficit 


R NIGEL LAWSON, the chancellor 

of the exchequer, has always warned 
that Britain's current account would be the 
last indicator to improve as the economy 
slowed. This has not made the financial 
markets any more patient. The current-ac- 
count deficit was only a whisker under £2 
billion in August: lower than in July, but still 
the third biggest on record. So City talk 
turned to a possible rise in interest rates, 
perhaps of a full percentage point. 

The total deficit in the first eight 
months of this year was £13.9 billion— 
embarrassingly close to the £14.5 billion 
which the Treasury forecast in March for 
the full year. There is nothing in itself wrong 
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Under Mrs Thatcher, the government 
as launched several cost-cutting initiatives, 

cription charges have been regularly in- 
ased. The PPRS profit ceilings have been 
More recently the government has en- 
aged the use of generics and other less 
ly drugs. And in 1985 the Department 
ealth drew up a list of recommended 
igs for ailments blessed with a wide choice 
reatments. Expensive drugs not on the 
have to be bought over-the-counter or 
tely. 
Nobody is clear how much money has 
saved as a result of all these measures 
duced, as it happens, by Mr Clarke 
ring his previous term in the depart- 
ent). One guesstimate is a relatively mod- 
£300m in 1988. But what was blindingly 
arent to everyone in the health service, 
ough, was that they did nothing to stop 
drugs bill growing like Topsy. Higher 
escription charges have had little. influ- 
ce in reducing the demand for medicines, 


as most patients have remained 
exempt from payment. PPRS 
profit ceilings have been han- 
dled with kid gloves, for fear of 
driving pharmaceutical invest- 
ment overseas. Ánd the com- 
plexities of the ceiling-profit- 
ability formula have done 
nothing to prevent companies 
bumping up the prices of their 
best-selling products. 

In short, all attempts to 
curb the drugs bill by tamper- 
ing with the supply side of the 
market have failed. The 
present proposals in the NHS 
white paper, whatever their 
shortcomings, are a long-over- 
due attempt to turn instead to 
remedies which tackle the de- 
mand side of the problem. 

The indicative drug budget, taken in 
conjunction with the revamped review pro- 
cedures, lies at the heart of this approach. 
Doctors will still be free to 
prescribe whatever they 
want; but the new onus on 
them to justify their spend- 
ing levels should, or so the 
white paper hopes, “exert a 
downward pressure on ex- 
penditure on drugs". 

One immediate benefit 
ought to be the elimination 
of superfluous prescriptions 
by lazy doctors: as many as 
10% may be unnecessary. 
Government figures show 
some GPs prescribing as 
much as £48 per patient an- 
nually, while others spend 
as little as £26. 

The drug companies 








say these discrepancies can be explained 
away by local differences in employment 
(busy people sometimes don't bother to pick 
up their prescribed drugs) and regional 
health patterns. Government statisticians 
disagree. Doctors, it seems, dish out 
unncessary drugs because a prescription 
sends their not-so-sick patients away happy. 
Others, susceptible to the drug industry's 
high-pressure salesmanship, continue to 
prescribe branded products, when cheaper 
alternatives would do. After April 1991 the 
review mechanism will begin to impose a 
brake on these profligates. 

Two criticisms of the new drug reforms 
were worrying. The first had to with 
pharmaceutical innovation. Doctors will 
have little problem convincing their supervi- 
sory committees of the advantages of major 
drug breakthroughs. But what of those ad- 
vances that represent only incremental im- 
provement on previous treatments? The: 
are important too. Tenormin was the ele. 
enth beta-blocker heart pill in the market, 
but is now the most widely 
used. 

The second doubt con- 
cerned market transpar- 
ency. The government will 
be responsible for collect- 
ing all the data on doctors’ 
prescribing budgets and 
habits. How much of that 
information will it want to 
release to public scrutiny? 

Both reservations could 
be quickly met by scrupu- 
lous management within 
the NHS and due regard by 
the government for the dic- 
tates of an open commercial 
market. 














WHO comes here 
















HE officials from 32 European coun- 
tries, who gather in London next 
week for a conference organised by the 
World Health Organisation (wHo), may 
wonder why the British government is not 
making more noise about the meeting. Af- 
ter all, its purpose is to put the final 
touches to a far-reaching charter on citi- 
zens’ rights to a healthier environment. 
The West German government has every 
ntention of banging the drum to impress 
its "green" voters when the charter is for- 
mally signed by ministers in Frankfurt in 
early December. 

The British are keeping quiet because 
they are embarrassed, and frightened 
about what Mrs Thatcher will say when 
- she finds out. The five-page draft charter 
is full of grand and vague commitments: 





"conditions of economic efficiency and 
trade should not be allowed to prejudice 
the health and safety of individuals and 
countries", it asserts, and "every govern- 
ment has a responsibility to protect hu- 
man health not only within but also be- 
yond its boundaries from the effect of 
activities on its territory”. 

Such statements are hard to quarrel 
with as generalisations. But the British 
fear that the West Germans, who have 
been the moving force behind the wHo 
charter, will use it to lever expensive new 
directives out of the EC Commission, tell- 
ing backsliders: “But you signed the WHO 
charter. How can you object to measures 
to turn pledge into policy?” 

Within Whitehall, the Department of 
Health is being blamed for dumping Brit- 
ain in this exercise. The department lent 
one of its senior officials to the WHO sec- 
retariat to help draft the charter but failed 


to tell other government departments | 
what it was up to. The Department of the 
Environment found out in early August 
and fired a warning shot across the health 
department’s bows. 

Nothing happened. Then the Foreign 
Office discovered, and was aghast that the 
health department had talked neither to it 
nor to government lawyers. Much diplo- 
matic harrumphing about “naivety” | 
followed. 

Memos have been pouring into the 
health department from other parts of 
Whitehall with warnings that, unless the 
charter is toned down, either no minister 
will go to Frankfurt—or one will go and 
refuse to sign. The Foreign Office has set 
to work, lobbying other European 
countries. 

So delegates must make allowances if, 
next week, their hosts do not look de- 
lighted to see them: 
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Smooth down, rough up 


R NEIL KINNOCK goes to his par- 

ty's Brighton conference knowing 

he will get backing for the policy review 

which has taken place since the 1987 elec- 

tion. But because (mercifully) the Labour 

conference will never resemble the docile 

gathering over which Mrs Margaret 

Thatcher will preside the following week, 
he cannot be sure of avoiding rows. 

For evidence of Labour’s unpredict- 
ability, consider the changing fortunes of 
two members of Mr Kinnock’s shadow 
cabinet. Take first Mr Bryan Gould, one 
of Mr Kinnock’s most loyal lieutenants: 
clever, telegenic, and the man who pre- 
sented the smiling face of the party at the 
1987 election. 

Mr Gould, all agree, is everything the 
modern party aspires to be. So what does 
he do? While colleagues watch in horror, 
he suggests, first in print and then on tele- 
vision, that a Labour government might 
stop the privatised utilities from paying 
dividends, which would lower the value of 
their shares as a prelude to returning the 
industries to public ownership. 

Not even Mr Bernard Ingham can rub- 
bish a colleague as comprehensively as Mr 
Kinnock now can, and Mr Gould was duly 
rubbished. His only friends were in the 
Tory central office, who pointed out that 
the poor fellow was trying to hold on to 
his seat on the National Executive Com- 
mittee (NEC) and thus had to appeal to the 
left. The Conservatives should instead 
have evoked memories of Hugh Gait- 
skell's attempt in 1960 to remove the com- 
mitment to public ownership in Clause IV 
of Labour's constitution. Mr Gaitskell 
failed; even so modern a man as Mr Gould 
cannot bring himself to try. 

In any event, if Mr Gould's gaffe was 
designed to win support for the NEC, it 
will probably have the opposite effect— 
Labour does not like such obvious efforts 
to buy votes. If he does lose his NEC seat, it 
will probably go to Mr John Prescott, 
who, a year ago, was being treated by Mr 
Kinnock with unveiled contempt. 

Mr Prescott is the only member of 
Labour's shadow cabinet who is impecca- 
bly working class in both background and 
occupation—for ten years he was a waiter 
on the Cunard line. He is clever, plain 
speaking and thin-skinned. Four years 
ago, when The Economist tipped him as 
one of Britain's up-and-coming politi- 
cians, we got nothing for our pains but a 
spat for calling him "Rambo". 

He makes his bourgeois colleagues un- 
comfortable (and some of them make him 
sick—one reason why he challenged Mr 
Rer Bassey ud the e dun Mtcitip 
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of the party last year). Mr Kinnock has 
never known how to get the best out of 
him. As employment spokesman, his 
bluntness offended the trade unions, who 
demanded his head and got it; Mr 
Kinnock moved Mr Prescott to energy. 
Having mastered that, he was moved 
again, to transport. 

In a year in the job, Mr Prescott har- 
ried Mr Paul Channon, the erstwhile 
transport secretary, into retirement, 
showing more skill with the brief than any 
politician since Ernest Marples 25 years 
ago. He could be the Ernie Bevin of a fu- 


ture Labour government—and when Mr 





Prescott; more Bevin than Rambo 


Kinnock's men have stopped laughing at 
that comparison, they might ask them- 
selves when the touchy Mr Prescott ever 
did so much damage to their party as the 
suave Mr Gould just has. 


In Fairyland 


ALK about life imitating art. To cele- 
brate the Social Democrats’ confer- 
ence in Scarborough, Private Eye put Dr 
David Owen on its cover—in a deck- 
chair, saying “We thought we'd have it 
outside this year”. When the time came 
for the doctor’s closing speech to the con- 
ference, a bomb scare forced him to speak 
on the seafront through a loudspeaker. 
To most of his audience, this indignity 
mattered little. Dr Owen could be talking 
through a voice-pipe from the depths of 
the sea; his followers would still listen 
raptly. Though speaker after speaker 
mounted the rostrum to proclaim that 
they were not "Owenites" but "Social 
Democrats", they know that without 


their leader they are nothing. Even with 



























































him, they are not much. The SDP came to 
Scarborough with 11,000 members. On 
the evidence of the conference hall, their 
average age must be higher than that of- 
any other party— good, as one senior offi- 
cer said, for party funds, but terrible ot 
tramping the streets to drum up votes. 
They have never won more than six seats 
at a general election; they now hold three, | 
of which at least two (those in London 
held by Mrs Rosie Barnes and Mr John - 
Cartwright) are highly vulnerable. j 
Dr Owen continues to play this mea- - 
gre hand with skill. He remains one of th 
three or four people in British politics 
who can hold an audience, and on a v 
range of subjects than anyone save the 
prime minister and Mr Denis Healey. SDP - 
policies still repay careful reading. Dr Ow- 
en’s recondite discussion of hung pa 
ments, multi-party politics and the like 
continues to be mesmerising. 
Yet it is all an illusion. The central - 
theme of spp politics today is that in re- 
turn for Dr Owen's endorsement, Labour _ 
may enter into some pre-election deal 
with him, promising movement (a referen- _ 
dum, say) on electoral reform if the Tories 
are defeated. This is a replay of a political — 
myth. For five years members of the sDP— _ 
Mrs Shirley Williams in her day, as much 
as Dr Owen now—have tapped their 
noses and hinted that they had chips to be 
cashed in with Labour, old friendships | | 
that could be revived. 
All this, as one who was once close to. 
Dr Owen (now a member of Mr Paddy ' 
Ashdown’s Democrats) says, is “away | 
with the fairies”. There are no contacts of - 
any note between the spp and Labour, 
and never have been. Labour leaders - 
think the spp hold three of "their" seats. — 
If Dr Owen wants to praise Labour (and | 
he does, to an extent that worries some - 
spp members), fine. But Labour leaders | 
simply do not believe that throwing a | 
bone to Dr Owen would be worth the has- | 
sle that would follow i in their own ranks. 
Given the spp’s consistently miserable 
electoral performance, they are right. — — 
The spp will keep reality at bay until | 
the next election. They hope to strike 
some local deals with the Democrats. 
They will not wrap the party up, for per 
sonal reasons as much as political ones. | 
They have spent eight years together; they 
feel loyal to each other. Many of their | 
leaders feel contempt for Mr Ashdown - 
and—not a point to i Á 
inely dislike him. l 
So the chances are that the spp will — 
fight the next election with three seats, || 
and end it with one, at most. < Many peo- 
ple here", said one delegate, ' 'are looking | 
for a dignified way to die". This is not it. — 
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450,652,000 DM AT STAKE 


PLAY THE BIGGEST LOTTERY IN THE WORLD! 







irting on November 18th, 1989 and 
ontinuing until May 12th 1990, you are 

enfantastic chancesof winningbigin 
he 86th Süddeutsche Klassenlotterie. 


ith: the largest amount of prize capital — i. e. 
50,652,000 DM, the Süddeutsche Klassen- 
tterie gives away the biggest top prizes com- 
ared with any other German lottery. No other 
ne offers jackpots of 4 million DM. The 
-45 sponsored by the Federal States of Ba- 
en-Württemberg, Bavaria, Hesse and the 
ineland-Palatinate and is controlled by an 
{ficial board of directors in Munich/Bavaria. 


ew offer gives you during the 26 
raws 2 CHANCES OF WINNING 4 MIL- 
ION DM, 2 CHANCES OF WINNING 
MILLION DM, 2 CHANCES OF WINNING 
ILLION DM, 18 CHANCES OF WIN. 
1 MILLION DM, 10x 500,000 DM, 
250,000 DM, 22x 100,000 DM and 
8,789 prizes ranging upto 80,000 DM. 


JOW THE LOTTERY WORKS 


86th Süddeutsche Klassenlotterie extends 
ver a. six month period ~ from November 18th, 
89 to May 12th, 1990. It is divided into six 
asses. The tst to 5th class have a total of 20 
aws:- i.e. 4 draws per class -- and 6 in the 6th 
ass. This means a draw every Saturday for six 
«Citing. months! The draws are held in public 
nd are state controlled, which assures that all 
fizes are civen to the rightful winners. The basis 
the lottery is the Prize Schedule, which shows 
the prizes and dates of the draws. 


WHAT THE ODDS ARE 


ith a total of 1,000,000 ticket numbers issued 
nd an outstanding offer of 478,857 prizes, near- 
‘every second number is lucky — i. e. exactly 
8%. However by participating with a Spe- 
al-Six-Pack you can boost your chances of 
inning at least one prize by 98% and of win- 
further prizes by 87 %. Value and number of 
increase with each class. The percentage 
Stakes given away as prizes in the SKL is 
ghér than in any other German lottery. 


ANYONE CAN PLAY 

Fhe Süddeutsche Klasseniotterie is open to any- 
of any citizenship in any land. Should you 
move to another country, you can still continue to 


play wherever you live providing there is a postal 
rvice. 
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Tickets are available in full, half or smaller 
shares. They all take part in the draws and have 
equal winning chances. Of course only full tick- 
8 will get 100 % of the prize money, whereas 
he smaller shares, which cost their respective 
stake price, are only entitled to their correspond- 
ng portion of the prize money. 


o enter simply FAX to West Germany 
561 15596 or send the completed Ticket Order 
inserting your credit card number and signature. 
Otherwise send the Ticket Order together with 
our payment i. e. international bank draft (made 
_ Out in German Marks payable through a German 
bank), personal cheque or bank money order in 
zither Dollars or Sterling at current exchange 
: rates. You will then be sent additional informa- 
_ tion and lottery tickets. 




















WHAT HAPPENS WHEN YOU WIN 
Ail winners are notified immediately and confi- 
dentially of their prizes. All prizes are paid at 
once in full and free from German taxes. 
















30 x 50.000 DM 





2.760,000 DM 











69 x 40,000 DM = 000M 
12 x 250,000 D^ 300,000 DM 6x 25,0000M = 2,400.00 ny 
100,000 DM = 2. M 3 4 = 9,000,000 
r X 30,000 0M = 2,080,000 D 900 x 10,000 DM = *, 
260x Bh = 1,680,00 


= 385,032,000 DM. 


, 60,000 DM 
oe 50,652; 


477,640 prizes under 10,000 DM 


AL AMOUNT OF 4 
OTAL AMOUN 









ENTER THE SÜDDEUTSCHE 
KLASSENLOTTERIE TODAY 


so that you can take part in all 26 draws. The first 
draw will be held on November 18th, 1989. 


We can make payment in any currency you 


choose and to any address or person you desire. 
Everything is strictly confidential. s 
Participants will be air-mailed every four weeks 
the official winning lists along with the renewal 
tickets for the next class. 


Mr. W. Wessel 


i State Accredited Lottery Agent 
VE? Ulmenstr, 22, P.O. Box 104067 


Complete, enclose your cheque and mail to: Mr. Wessel, P.O. Box 10 40 67, D-3500 Kassel 


TICKET ORDER West Germany. ` 
Please send me the following SUDDEUTSCHE KLASSENLOTTERIE tickets by return post: 


. Full Tickets at DM 864 each (approx. US$ 440 or £stg 280) = DM 
.... Half Tickets at DM 432 each (approx. US$ 220 orfstg 140) = DM wooo. 
.. Quarter Tickets at DM 218 each (approx. US$ 110 orfstg |. 70) = DM... 





-... SPECIAL SIX (% Tickets) at DM 1,296 


(approx. US$ 660 or£stg 420) = DM oo. 
(= 98% chances) 


Europe DM 15 (approx. US$ 7.70 or fstg 4.90) 


mailing charges ete. ‘Gverseas DM 24 (approx. US$ 12.30or £stg 7.80) 


= DM aues 


Equivaients shown in US$ and Esigare oniy approxi 


DM bank draft on d German bar 





CITY, COUNTRY, POSTAL CODE: e e estes 
Charge the required D 

amount to my 

VALID ONLY WHERE LEGAL 

Valid only where legal. Not available 

















BUSINESS THIS WEEK 





| Talking shops 


::]: Meeting before the MF and 
-World Bank's annual meetings 

| "in Washington, G7 finance 

ministers decreed that the 

dollar's rise had gone far 

|. enough. Their central banks 

| intervened in the foreign ex- 

changes to give their words 

some weight, pushing the dol- 

lar below the DM1.90 level. 


| The IME revised downward 
5 oos] its forecasts for world growth. 
| It now expects an increase of 
3.1% in 1989 and 2.9% in 
. *., 1990. But it predicts that 
; growth in the industrial coun- 
tries will increase by 3.596 this 
year, up slightly from its 
spring forecast of 3.396, and 
3.096 next year. Developing 
countries are expected to grow 
by 3.296 this year. 


OPEC reached another stop- 
gap agreement. Meeting in 
Geneva, the cartel's members 
put a ceiling of 20.5m barrels a 
day on their oil production, to 
last until their next meeting in 


November. 






























































Bids and deals 


The big French tyre company 
Michelin has scorched ahead 
in the world tyre market 
thanks to its $1.5 billion ac- 
quisition of America's 
Uniroyal-Goodrich Tire. 
Combined sales of the two 
companies total $10.3 billion. 





Sony, a Japanese electronics 











Columbia Pictures in the 
biggest Japanese incursion 
into America’s entertainment 
business so far. Columbia’s 
prestige asset is its Hollywood 
film studio but Sony has its 
eye on Columbia’s film library 
with some 2,700 titles. 


Pembridge Investments, 
whose backers include Roy 
Disney and a French banker, 
Edouard Stern, launched an 
unwanted $1.1 billion bid for 
DRG, a British paper and 
packaging company that 
makes Sellotape. If successful, 
the bid will mark the return to 
London of Roland Franklin, 
Pembridge’s joint chairman, 
who departed for America af- 
ter the collapse of fringe bank 
Keyser Ullman in the 1970s. 


Procter & Gamble agreed to 
buy Noxell, a consumer-prod- 
ucts company, in a $1.3 billion 
stock swap. It is the first time 
P&G has ventured into the cos- 
metics business. 


On the stocks 


British Airways has launched 
a £320m ($520m) rights issue 
to finance part of its $750m 
investment in the planned 
management buy-out of 
United Airlines. The issue is 
of capital convertible bonds. 
BA is planning to take a 15% 
stake in UAL. 


Citizens & Southern and Sov- 
ran Financial, two of south- 
east America’s fastest growing 
bank groups, are to merge 
through a stock swap. The 
new bank holding company, 
to be called Avantor Finan- 
cial will be the 14th biggest in 
America in terms of assets. 


The biggest Italian insurance 
company, Assicurazioni 
Generali, is buying 13% of 
Nuovo Banco Ambrosiano for 
an estimated $200m. When 
the bank completes its 
planned incorporation of 
Banca Cattolica del Veneto 
later this year, Generali will 





firm, offered $3.4 billion for 








have a holding in Italy’s big- 
gest private bank. 


Unbundling 


Without the direct help of Sir 
James Goldsmith's Hoylake, 
B.A.T Industries’ unbun- 
dling has begun. B.A.T is to be 
reorganised into two core 
businesses: tobacco and fi- 
nance. Its paper-making and 
Argos retail businesses will be 
demerged as two new listed 
companies. Its American retail 
companies and a mixed bag of 
other interests will be sold. 
Dividends will be raised by 
50%, and 10% of the compa- 
ny's stock bought back. 


Arthur Andersen and Price 
Waterhouse have called off a 
proposed merger that would 
have created the world’s big- 
gest accountancy firm. Be- 
cause of conflicts of interest, it 
was too difficult to marry An- 
dersen’s consulting expertise 
and the big audit division at 
Price Waterhouse. 


Debt detente 


Venezuela has stopped de- 
manding that the banks halve 
its $21 billion debt, in an at- 
tempt to revive negotiations 
with its creditors. A consor- 
tium of 15 banks has agreed to 
a $600m short-term loan to al- 
low Venezuela to catch up 
with missed interest payments. 


Leszek Balcerowicz, Poland's 
new finance minister, asked 
for a $1 billion loan from 
western governments. He said 





| likely to be sustained over the: 





he did not want a moratorium 






on Poland's $40 billion. 
eign debt. i 


Taking the hits | 


Insurance adjusters estimat 
that Hurricane Hugo has 
caused $1 billion-worth of 
sured damage in America’s 
south-east. For the Caribbean 
they put the figure at $1 bil- 

lion-2 billion. It could add up 
to the American insurance in 
dustry's biggest claims bill. 


Ferruzzi Finanzieria, a big 
Italian food and agricultu 
group, announced extra 
nary losses, primarily from 
trading soyabeans. The exact 
amount is not clear, but it 
could be as high as $100m. 
The losses were sparked by t! 
decision of the Chicago Boar 
of Trade to force traders to. 
sell long positions to avoid 
anybody cornering the 
market. 


Bottom lines 


Hongkong’s most-blue 
blooded hong, Jardine 
Matheson, reported a 4196 
increase in profit after tax 
minorities of HK$634m | 
($81m) for the six months to 
June, on sales 1496 higher at 
HK$6.9 billion. Its property. 
subsidiary, Hongkong Lan 
reported a 43% increase in n 
profit to HK$767m. Jardine 


says its increase in profit is un- 
















full year because of the slow- 
down in tourism and con- 

sumer spending in the colon 
following the unrest in China; 



















Developing Internationally 









'irst-Half Profits up 19% 

‘he strong development of 
VEBAS business is continuing in 
1989. Turnover in the first half- 
year increased 1496 to DM 24.4 bn. 
VEBA's profits grew 19% to 

DM 397 m. 


expansion. While extension of 
present lines of business contin- 
ues, the company is also strength- 
ening its international presence, 
with particular emphasis on 
Europe and the USA. 

Trading and transport activities 
are also expanding abroad. The 
services sector has been extended 
by the addition of a new security 
division. 


Growth Focused on Chemicals 
The chemical business remains the 
focal point of the company's 






Participation in 

FELDMUHLE NOBEL AG 

VEBA AG has now a 4696 inter- 
est in the FELDMÜHLE 
NOBEL AG. VEBA regards this 
as an entrepreneurial activity and 
intends to achieve, in coopera- 
tion with the existing manage- 
ment, capital and income growth 
of this solid corporation which 
VEBA believes has great noten- 
tial. 


Capital Increase 

Reflecting VEBA's active invest- 
ment program, the share 
capital has been increased to 









Results in Brief in the First Half-Year 1988 1989 Change 
Turnover DM million 21,337 24,383 +14% 
: Profit DM million 335 397 * 1996 


Capital expenditure — DM million 1,236 1,222 - 1% 
Employees 83,830 91,857 + 9% 


On an Expansion Course 


DM 2,215 m. The strength of the 
VEBA share price during the. 
rights offer period indicates posi- 
tive investor support for this 
measure. 


VEBA today 

VEBA AG - with 600,000 share- 
holders — is a group of companies- 
with a solid foundation for the © 
future. Their markets include: | 
Electricity, chemicals, oil, trading, 
transport and services. 


PREUSSENELEKTRA and 
VEBA KRAFTWERKE RUHR 
supply some 1896 of all electricity — 
consumed in West Germany. __ 
HULS is a major producer of 
chemicals, plastics, rubber and raw 
materials for detergents, with over 
2,000 special products. ` 

VEBA OEL holds a strong posi- 
tion in the German mineral-oil 
market. STINNES and RAAB 
KARCHER rank among the large 
international trading houses. 


If you would like to receive a copy 
of the 1989 interim report, the 
1988 annual report, or further 
information, please write to: 
VEBA AG, Karl-Arnold-Platz 5, 
D-4000 Düsseldorf 30; 

West Germany. 
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Germany roars into the 1990s -< 


BONN 


Much to their surprise, West Germans find themselves in an economic 
boom. Optimists say this could make them the locomotive of growth for 
Europe’s unified market in the next decade 


FTER years of complaining that the 
over-cautious West Germans should 
let their economy grow faster, West Germa- 
ny’s trading partners have got their way. 
Some of them are not at all sure they like it. 
West Germany’s real GNP growth this 
"""ear is likely to top 4%, its highest since 
1976. Industry is working at close to 9096 
capacity, a level not reached since 1970. The 
number of unemployed has dropped below 
2m for the first time in seven years. As re- 
cently as August, the OECD forecast West 
German GNP growth in 1989 of little more 
than 396. Everybody now admits that guess 
was too low. 

West Germans would not be West Ger- 
man if they were not already groaning that 
the boom may go bust in an orgy of infla- 
tion, currently hovering around 396 at an 
annualised rate, after only 1.296 last year. 
That is one reason why the Bundesbank is 
expected to raise interest rates. 

Two factors are bringing a livelier West 

. German economy than was expected. One 
"is a surge of investment in plant and ma- 
chinery, as cash-rich West German firms re- 
t^. spond to fast-growing foreign demand for 
their goods and prepare for the challenge of 
the European Community's integrated mar- 
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ket after 1992. Awkwardly, the other stimu- 
lant is a boom in exports which looks set to 
drive the visible-trade surplus up from last 
year's DM128 billion to above DM140 bil- 
lion ($75 billion) in 1989. That would be 796 
of West Germany's GNP, the highest ratio of 
any industrial country. The current-account 
surplus in 1989 is expected to go above 
DM100 billion, after DM85 billion in 1988. 

A few years ago much smaller surpluses 
brought wrathful demands, especially from 
Americans, that West Germany do more to 
boost growth to suck in imports. Despite 
this year's surge in exports, American com- 
plaints have not been loud. This is because 
the West German trade surplus with Amer- 
ica was cut from DM24.3 billion in 1987 to 
DMI6.6 billion in 1988, thanks to a weaker 
dollar. Despite a bout of dollar strength, it 
seems to be falling again this year. 

As a result of the boom, West Germa- 
ny's total imports are scooting up, by 17.496 
in value in the first five months of 1989, af- 
ter a rise of only 7.396 in the whole of 1988. 
Embarrassingly, West German exports are 
soaring faster still, by 19% in January to 
May. The largest spurt in sales has been 
within the EC, where West Germany does 
more than half its trade. Other EC states are 
























also tooling up for post-1992 Europe. 
West Germany (more than half of whos 
ports are of capital goods) is strong in 
the products they need. As a result the We 
German surplus with other EC states, wh 
jumped from DM62 billion in 1987. 
DMSI billion in 1988, is this year go 
though the roof. k 
The obvious response to this gro 
imbalance would be a rise in the value oft 
D-mark in the European Monetary Syst 
The Bundesbank would like that becaus 
fears the economy is overheating. It reck 
that a stronger currency would help test 
the export-led boom and ward off impor 
inflation. 
It faces two problems. France, wh 
complains about its growing trade d 
with West Germany, nevertheless oppi 
what would amount to a devaluation o 
franc against the D-mark. lt suspects. 
could increase France's own inflation, | 
knows it would dent French pride. 
Next, despite West Germany's grow 
surpluses, the D-mark has been a relati 
weak currency in 1989. Since the start of 
year it has dropped by an average 1. 
against all EC currencies. One reason was 
flight of capital caused by an unpopul. 
withholding tax on interest income. T 
was abolished in July and should now be wa 
ter under the bridge. But other reasons h 
been West Germany's rising (tho 




























v) inflation rate and political uncertain- 
es. The Bundesbank is itching to 
engthen the D-mark by boosting interest 
es for the fourth time this year. It would 
ke to send a strong anti-inflation signal be- 


tighter money by the 
desbank depress economic growth next 
lt may, which is why members of Mr 
ut Kohl's government, facing a general 
tion at the end of 1990, make long faces 
hese days when mention is made of the cen- 
ral bank (an institution independent of the 
overnment by law). 

In nice time for that election, fiscal pol- 
next year is going to be expansive. The 


n-worth of tax cuts, as the final step of a 
ve-year tax-reform programme. The gov- 
rnment repeatedly came-under pressure in 
nt years to bring in the cuts earlier. It is 
ow glad it resisted. The delay means the 
overnment has the means in 1990 for some 
fiscal push to help counter the 
Bundesbank's monetary drag. Because do- 
tic: investment is likely to level off a bit, 
government suspects that real GNP 
h in 1990 may still be somewhat down 
is year’s rate. 
Looking further ahead, there are two 


relatively sluggish. One is that the 
ar baby-boom generation is now start- 





nationwide wage negotiations begin 


ernment is bringing in a net DM24 bil- . 











ing to make a marked impact on demand 
and the labour market. This is happening 
later than in other European countries, in 
part because West Germans spend so long 
studying at university. For the first time this 
century, young West Germans are able to in- 
herit wealth not decimated by war or 
hyperinflation. They want bigger and better 
housing, more consumer goods and, not 
least, a cleaner environment. They are also 
likely to be more choosy about how they in- 
vest their money. They will put sorely 
needed pressure on West Germany’s stuffy 
banks and the tangle of regulation and re- 
strictive practices in which the West Ger- 
man economy has cocooned itself. 

When Mr Kohl’s centre-right govern- 
ment came to power in 1982, it promised to 
liberalise, cut state subsidies and reward pri- 
vate initiative. It has moved like a tortoise, 
even in the relaxation of restrictions on 
shop opening hours. From October 5th 
shops will be allowed to stay open later on 
Thursday nights, but only so long as they 


close earlier on some Saturdays. It is hard to 
see a new, wealthier and more cosmopolitan 
generation putting up with such nonsensical 
regulation indefinitely. 

The other stimulant is the growing 
stream of ethnic German immigrants from 
Eastern Europe and the Soviet Union. A 
few years ago West Germany, with one of 
the world’s lowest birth rates, seemed 
headed for sclerosis in the 1990s, burdened 
with an aging and declining population. The 
influx of mostly younger Germans from 
communist Europe (about 450,000 in this 
year alone) is changing the outlook. The Co- 
logne-based Institut der deutschen 
Wirtschaft, an economic-research outfit, 
reckoned this month that immigrants are 
likely to boost internal demand by more 
than DM100 billion in 1989-93 alone. It lists 
its guesses as DM60 billion for consumer 
products, DM25 billion for housing and. 
nearly DM30 billion for public-sector goo 
and services. - 

The impact of the baby boomers and of 
the immigrants may be biggest in the first 
half of the 1990s, a “windfall profit" that 
will fade thereafter. Even if it does, this 
should be a profit in which West Germany's 
trading partners can share. The outlook is 
for a more buoyant West German market 
just as the barriers come down in the Ec— 
nice timing for those now in trade deficit 
with West Germany but with the wit to 
make use of the growing opportunities. 
















faded fad 


FEW companies rode the mid-1980s 
& yuppie boom higher than Britain's 
Filofax, maker of the fashionable leather- 
encased “personal organisers” beloved of 
edia trendies and financial whizzes. 
Filofaxes, invented for engineers, had 
been sold to British army officers, clergy- 
men and the like since 1910, but only 
when they became a fashion fad did sales 
5soar—from £681,000 ($1m) in 1983 to 
| £14.7m last year, and all without a single 
-line of advertising. 
= The formula was, however, flawed. 
- While some customers were prepared to 
-pay extra for the Filofax name, many sim- 
ply wanted a good-quality ring-binder 
with diary, address book and information 
sheets. Because Filofax's profit margins 
were so high, and its products so costly, 
„imitators could easily match the compa- 
‘ny’s quality while beating its prices. 
Losing market share is tolerable when 
-your market is booming, but being a one- 
product company with a narrow customer 
base is a precarious way to live. Filofax's 
market stalled. as soaring British interest 
rates (over half its sales are in Britain) 








made yuppies downwardly mobile. Worse, 


those who could still afford fads splashed . 


out on new ones like electronic organisers 
and portable telephones. In the first half 
of 1989 Filofax’s sales fell by a fifth, while 
its sparkling profits were transformed into 
a £554,000 pre-tax loss. 

One answer to Filofax’s dilemma is to 
diversify. The company has tried this cau- 
tiously, with branded briefcases, but reck- 
ons that it doesn’t have the resources or 
expertise to slap its name on a collection 


of unrelated products. Instead, it is stick- 
ing to what it knows best—selling 
organisers—but trying to broaden the 
market for its once winning product. 
Filofax's first-ever advertising campaign is 
aimed at two groups which the company 
reckons are crying out for organisers: se- 
nior executives who may have been put 
off by Filofax’s: faddishness, and busy 
mothers. At the same time it is offering 
cheaper organisers aimed at students and 
others who might be tempted by less 
pricey alternatives. To encourage new 
owners to keep spending, Filofax is think- 
ing of including a registration card with 
each organiser. It could then keep track of 
users and flog them new Filoproducts 
such as student exam guides and 
miniaturised business directories. 

All this may encourage sales, but not 
necessarily Filofax’s: housewives and busi- 
ness users are less impressed by brands 
than fashion-conscious yuppies. Filofax 
may yet find that the only way to prosper 
is to lend its name to a range of luxury 
goods—as Burberry and Dunhill have 
successfully done. To do that, it-will need 
the financial clout of a bigger partner. 
Predators may already be pencilling in a 
bid for the company. 
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The IMF’s new forecasts for next year are cheerful about the industrial 


countries, less so about the third world’s debtors. For 


both groups the 


vital question is the same: will America’s policymakers settle for a soft 


‘landing, or go for broke? 


Wim luck, if the IMF’s forecasters 
are correct, Ámerica is going to 
achieve its hoped-for soft landing. 
Growth in America is expected to slow 
from last year's breathless 4.496 to 2.996 
in 1989 and 2.196 in 1990. The cor- 
responding averages for the G7 are 4.5%, 
3.596 and 3.096 (see table). The forecast- 
ers also believe that this gently 
moderating growth will be enough to keep 
inflation in check. America's inflation 
rate, measured by its GDP deflator, is pro- 
jected to be 4.596 this year and about the 
same next; the G7’s inflation rate is ex- 
pected to fall from 4.0% to 3.6%. 

The outlook for the 





help to shrink America’s trade gap by im- 
proving the country’s competitiveness. 
But the American economy is already fully 
stretched; so before long, much if not all 
of this competitive advantage would be 
lost thanks to higher inflation. The Fed- 
eral Reserve would be forced, sooner or 
later, to answer inflation with sharply 
higher interest rates. That would discour- 
age investment and, over the medium 
term, more than cancel the early boost to 
output and exports. 





third world is clouded by 
the plight of its debtors. 
The developing countries 
as a group are expected to 
have GNP growth of 3.2% 
this year and 4% in 1990. 
Countries “with recent 
debt-servicing — difficul- 
ties" are expected to 
manage only 1.1% this 
year and less than 396 
next. Remembering that 
many of the debtors, un- 
like the industrial coun- 
tries, have rapidly ex- 
panding populations, the 
prospects for boosting 
living standards are virtu- 
ally nil. Meanwhile, the 
debtors' inflation rate, 
though expected to slow 
sharply from this year's 
20096, is still projected to 
be more than 70% next 
year. So the essential plat- 
form for future growth—a stable 
macroeconomy—is still not in place. 

All these projections are based on the 
usual forecasting assumption of broadly 
unchanged policies and constant real ex- 
change rates. If these assumptions were 
rudely shattered, the outlook could easily 
be much worse. The greatest risk of this 
happening is tiresomely familiar, but no 
less worrying for that. Namely, the finan- 
cial markets might take fright at Ameri- 
ca’s current-account deficit. The Fund’s 
report sketches the implications. 

Foreign investors would suddenly re- 
duce their demand for American assets. 
This could cause the dollar to plummet. 
To begin with, such a depreciation would 





The damage would not be con- 


fined to the United States. The 


other industrial countries would initially 
see a drop in both output and inflation as 
their currencies appreciated. In due 
course output would recover, but for years 
the rest of the world would be producing 
less than if the dollar had not slumped. 
Unsurprisingly, the debt-burdened devel- 
oping countries would be hit hardest. 
Higher dollar interest rates would dig 
them even deeper into the hole they are 
already in. Altogether, it is a prospect well 
worth avoiding. 

Just how likely is it? If America can 
merely hold its external deficit steady in 
dollar terms, it will shrink as a proportion 
of opp. The financial markets might re- 
gard that prospect as readily "sustain- 


















































able". Moreover, in ten years or so, Ame: 
ica's dependency ratio (the number of ol 
and young divided by the nümber o 
working age) will fall and stay low for 2! 
years. Workers save and non-worke! 
mostly do not, so this will cause a tis 
America's savings rate. And that in. 
will help to reduce the current-accoun: 
deficit. : 
To count on such factors, however. 
to take unnecessary chances. The 1M 
reckons that next year America’s curren 
account deficit will in fact be bigger th 
in 1989: nearly $140 billion compar 
with $125 billion (or 2.5% of GDP com: 
pared with 2.4%). That prospect mak 
the threat of a flight from the dollar ¢ 
real to ignore. oe 
The prescription, again, is all too f 
miliar. A smaller budget deficit in Amer- 
ica, says the Fund, would mean lower do 
lar interest rates, relatively stab 
exchange rates, lower inflation, higher i 
vestment and higher medium-term ou 
put. Unfortunately, most politicians: in 
Washington are deaf and cannot lip-read, 
The mF plausibly assumes that Congress. 
— ~ and the administration. 
will carry on failing to put. 
a useful dent in the b 
get deficit. l 
The worry is not 
merely that the budget 
deficit will just sit there 
unscathed. It is that 
America’s policymakers 
will regard the soft land- 
ing of the Fund’s main 
forecast as too bumpy by 
far. Many people in 
Washington, including 
some who are paid to 
know better, have the 
idea that whenever the 
American economy slows 
to a growth rate of less 
than 396, demand needs 
to be pumped up at once, 
regardless of the level of 
employment or the rate 
of capacity use. ; 
The iMF's forecasts show inflation core 
tained next year, but not decisively cut. 
Yet this modest outcome assumes the 
“continuation of firm anti-inflationary 
policy”. If the Fed bends to political pres- 
sure to ease its monetary stance more than 
it already has—or perhaps if it is merely 
expected to—then a dollar crash becomes 
more likely. A premature easing of mone- 
tary policy would soon make a sharper. 
and longer-lasting monetary crunch ines 
capable. America and the world economy 
might manage a gentle touchdown even if 
Congress takes no convincing action on 
the budget. If the Fed is stopped from do- 
ing its job, buckle up for a crash landing. 
























Sony and Columbia 


Who ya gonna call? 





Ghostbusters open royalty negotiations 


OLLYWOOD’s longest-running soap 

operas both seem to be ending at 
much the same time. On September 15th 
Mr Kirk Kerkorian finally decided to sell 
MGM/UA to Mr Christopher Skase's Qintex 
for $1.5 billion. Now Columbia, a studio 
whose name has been linked with almost as 
many bidders as MGM/UA’s, looks set to go 
to Japan's Sony for $3.4 billion. Mr Skase, 
an up-and-coming Australian media baron, 
looks just the type of buccaneer to stand in 
Louis B. Mayer's shoes. But what is Sony's 
Mr Akio Morita doing following Harry 
Cohn, a man who once claimed that he 
"stole, cheated and beat people's brains out 
to build Columbia?" The answer may lie in 
something as mundane as videotape. 

If the deal goes ahead, Coca-Cola, 
which owns 4996 of Columbia, will make a 
face-saving $1.2 billion profit. Unlike Mr 
Kerkorian, a canny deal-maker who bought 
and sold parts of MGM/UA with bewildering 
speed, Coca-Cola has never really been at 
home in Hollywood. According to one in- 
sider, “it soon realised that it had none of 
the necessary management skills" and Co- 
lumbia did not fit well with its soft-drinks- 
to-foods empire. Ever since a brave, but un- 
happy, attempt to "reform" Columbia by 
Mr David Puttnam, a British producer, 
failed, the studio has been up for sale. 

Columbia's recent record has not been 
inspiring. It made net income of $16m from 
revenue of $1.6 billion for the year to the 
end of February. “Ghostbusters II", its sum- 
mer blockbuster, did well, but, after strip- 
ping out the huge fees for the film's stars, 
Columbia may earn less than $10m from it. 

Sony's purchase would be the largest- 
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ever foreign takeover by a Japanese firm. In 
1988 Sony bought cas Records for $2 bil- 
lion. With rising entertainment prices, some 
analysts reckon that the record label is now 
worth $1 billion more. Is the Columbia ac- 
quisition a similar bargain? Sony was able to 
leave the existing management in place at 
CBS Records. It has lined up new manage- 
ment for the studio—probably including 
Mr Peter Guber, who produced "Batman". 

Mr Fred Moran, an analyst at Drexel 
Burnham Lambert, a New York investment 
bank, calculates that, barring any spectacu- 
lar hits and misses at the box office, Colum- 
bia will produce $300m worth of cash flow 
this fiscal year and $400m-450m the year af- 
ter. That might just be enough to tempt 
forth a slightly higher, debt-financed bid. If 
so, Sony would probably top it. With a 
worldwide turnover of $16 billion, Sony can 
afford to wait: a debt-strapped entrepreneur 
will need quicker results. 

The bait for Sony, and the reason that 
the Japanese company is getting a better deal 





Now it's the rising sun 





than Mr Skase, is Columbia's successful 
television-production company and 2,700- 
film library, which includes such steady re- 
peat earners as "Lawrence of Arabia" and 
"Kramer vs Kramer". In contrast, Mr 
Kerkorian had already sold the American 
rights to the MoM film library. With govern- 
ments deregulating television markets 
around the globe, those libraries should be 
worth a fortune. 

Sony has other plans for Columbia as 
well. It is betting that the studio’s films and 
television programmes— "software" in the 
industry jargon—can be used to support 
two of Sony's "hardware" businesses— 
high-definition television and videotape. 
The case for HDTV is the longer-term one; 
and though it may eventually yield the big- 
ger returns, all Japanese TV companies, not 
just Sony, would benefit from programmes 
and films made to HDTV standards. More 
immediately, Sony is seeking to exorcise th 
memory of the failure of its Betamax videc 
cassette format—which lost out to 
Matsushita's now standard vus machines. 

The battle is being refought between 
Sony's 8mm "mini" video technology and a 
compact version of vHs. Sony reckons that 
it will get an edge from owning the rights to 
a large stock of film and television pro- 
grammes that can be turned into pre-re- 
corded 8mm cassettes for consumers to rent 
or buy. Last month jvc, a Matsushita affili- 
ate, put $100m into a joint venture with Mr 
Lawrence Gordon, the producer of "Die 
Hard". The struggle to dominate the next 
video format using Hollywood stars should 
be the kind of battle that Mr Cohn, a self- 
confessed "crude, loudmouth, son-ofa- 
bitch", might quite enjoy. 

—s 





B.A.T Industries 
Learning the hard 
way 


OU'VE met the Pacman. defence— 

where the takeover target turns around 
and chases the bidder. Now meet the B.A.T- 
man defence. Instead of bidding for its pred- 
ator, Sir James Goldsmith's Hoylake Invest- 
ments, B.A.T Industries has simply proposed 
to do to itself what Hoylake plans to do to 
it—ie, perform an amputation or two. The 
snag is that this novel defence may still not 
preserve the independence of Britain’s big- 
gest conglomerate. 

On September 27th B.A.T announced 
how it plans to take the knife to itself. In- 
stead of standing on four legs—tobacco, in- 
surance, retailing and paper-making—it 
would, if shareholders agree next month, 
balance on two: tobacco and insurance. The 
paper-making businesses, Wiggins Teape 
and Appleton, are to be spun off as a sepa- 
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Sheehy studies at the school of Sir James 


rate company which will be listed on the 
London stockmarket. The owners of this 
"demerged" firm will be B.A.T's existing 
vareholders. B.A.T's best retailing business, 
gos, a chain of British catalogue-order 
stores, will also be demerged. 

The remaining, mostly American, retail- 
ing businesses, including Saks Fifth Avenue 
and Marshall Fields, and B.A.T's rag-bag of 
European businesses, such as Eurotec, a 
manufacturer of plastic car parts, and a 7096 
stake in VG Instruments, which makes an- 
alytical instruments, will be sold some time 
next year. B.A.T will use the proceeds from 
these sales—which could amount to £1.5 
billion ($2.4 billion)—to boost its share 
price by paying higher dividends and buying 
back 1096 of its own shares. 

B.A.T's chairman Mr Patrick Sheehy in- 
sists that its U-turn has nothing to do with 
Hoylake's argument that conglomerates are 
worth far less than the sum of their parts. He 
claims that B.A.T. had been toying with the 
idea of re-grouping long before Sir James ap- 
peared with his unwelcome £13 billion bid. 
But he does concede that Hoylake’s interest 

as hurried along its plans. B.A.T still be- 
ueves that the strong cash flow from its to- 
bacco businesses should be used to support 
the development of its insurance business. 

This cash flow could tempt Hoylake and 
its principal owners, Sir James, Mr Jacob 
Rothschild and Mr Kerry Packer, to renew 
their attack on the rump of B.A.T. The to- 
bacco business produces an annual cash 
flow of around £700m. With the tax-breaks 
available for debt payments, this could ser- 
vice around £8 billion of debt to finance a 
bid. Most of the debt would likely be raised 
in America, where interest rates are lower 
than they are in Britain. If American inter- 
est rates fall, the same cash flow could sup- 
port even more debt. 

Hoylake has already said that it wants to 
sell B.A.T’s insurance businesses. Britain's 
Takeover Panel has said it will relax its rule 
banning a second bid within a year and al- 
low Hoylake to bid for B.A.T again if and 
when it convinces American regulators that 
its plans for B.A.T's main American insur- 
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ance business, Farmers Group, which is 
based in California, make it a fit and proper 
owner for the insurer. The panel's decision 
is a huge boon to Hoylake. Previously, it had 
been loathe to borrow from banks to make a 
cash bid for B.A.T because it did not know 
how long the American regulators would 
take to decide. Now it does not have to bor- 
row until it knows it can make a bid, cutting 
its financing costs. 

Analysts estimate that B.A.T's insurance 
businesses—Farmers Group, plus Eagle Star 
and Allied Dunbar in Britain—could fetch 
£1.5 billion. So Hoylake could afford to pay 
up to £15.5 billion for the rump of the com- 
pany. That translates into a B.A.T share price 
of £10.The difficulty for B.A.T is that the 
stockmarket is likely to value its tobacco and 
insurance businesses post-reorganisation for 
less than that—£7 a share is the figure being 
bandied around by analysts. Will that be a 
big enough discount to break-up value to 
tempt Sir James? Or, perhaps, someone else? 
a 





Hongkong’s economy 
Farewell Adam 
Smith 


HONGKONG 


HOULD Hongkong’s laisser-faire gov- 
ernment do an aboutface to build 
Hongkong Inc? On September 26th, SRI In- 
ternational, an American consultancy, pub- 
lished a 300-page study commissioned by a 
group of Hongkong’s top companies, which 
suggests it should. The study concludes that 
the Hongkong government will have to be- 
come more interventionist if it is to ensure 
that the colony's nimble manufacturers con- 
tinue to prosper in the 1990s. With such 
high-powered sponsors, the report might al- 
ter the Hongkong goverment’s strict hands- 
off approach to the local economy, which 
has led the authorities to ignore similar rec- 
ommendations in the past. 
Many Hongkong factories are no more 


than sweat shops. They produce to order for 
large foreign companies and have little ex- 
pertise of their own in product design, mar- 
keting, or manufacturing technology. Their 
unsophisticated approach was fine while la- 
bour costs in Hongkong were low, but is no 
longer so appropriate now that these are 
nine times higher than across the border in 
China. Many Hongkong manufacturers of 
garments, textiles and simple electronic 
goods struggle to stay competitive. Some 
highly-automated American textile produc- 
ers now boast lower production costs than 
rivals in Hongkong. 

The slide in Hongkong’s manufacturing 
competitiveness has already led to structural 
change. Hongkong entrepreneurs have set 
up hundreds of factories in China’s Guang- 
dong province, employing between 1.5 and 
2m people. The proportion of the colony's 
workers employed in manufacturing has 
dropped to 39% last year from 45% in 1983. 
Young Hongkongers prefer the cleaner jobs 
in finance houses, hotels, shops and other 
service industries. 

That makes sense in the wider context 
of the shifting division of labour in Asia. 
Hongkong's fellow fast-growing Asian drag- 
ons—Singapore, South Korea and Tai- 
wan—are not these days sweat-shop econo- 
mies. They too have shifted low-end jobs to 
Malaysia, Thailand, Indonesia and the Phil- 
ippines, as well as to China. Where they dif- 
fer from Hongkong is in having upgraded 
their local technology to move into higher- 
value-added production. 

While Hongkong continues to make 
toys—its latest export success is the weird 
and wonderful Teenage Mutant Ninja Tur- 
tle—Singapore has a petrochemical indus- 
try and South Korea exports personal com- 
puters, cars and high-quality steel. Nobody 
is suggesting that Hongkong starts a steel 
plant, but sri feels that the time has come to 
help or push Hongkong manufacturers 
upmarket—and help or force them to be- 
come more competitive. 

Unlike the governments of other drag- 
ons, the Hongkong authorities have not in- 
vested heavily in the development of local 
skills, technology and advanced education. 
More than 3396 of South Korean school 
leavers go on to a university education, com- 
pared with a paltry 696 of Hongkongers. 
The sri report suggests an annual HK$2 bil- 
lion ($256m) retraining scheme for workers 
in any Hongkong firm that makes a commit- 
ment to upgrade over the next decade. SRI 
also suggests putting HK$2.4 billion a year 
into technological training. The govern- 
ment-sponsored Committee on Science and 
Technology now spends only HK$120m a 
year on training, a sum the sri report calls 
totally inadequate. Hongkong, it says, could 
attract international information-systems 
and biotechnology firms if it invested more. 

The authors of the sri report also rec- 
ommend spending a lot on new infrastruc- 
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ture, including an airport and improved 
port facilities. Controversially, they also sug- 
gest that China should become involved in 
such projects before it assumes control of 
the colony in 1997. 

Many of sRi's recommendations imply a 
new role for both government and the prop- 


erty tycoons, trading houses and banks that 
comprise the local business elite. sri believes 
a public-private alliance is necessary to guide 
Hongkong’s economy smoothly into the 
next century. That is revolutionary talk in a 
place that owes its success to being one of 
the least corporatist economies in the world. 
—s 





Drug abuse at work 


Mission just possible 


NEW YORK 


Corporate America is in the frontline of the “war” on drugs. After losing 


billions through drug abuse, com 
random-testing employees and o 


CCORDING to usx, it has "a severe 
drug problem" at its Fairless steel plant 
in Pennsylvania. Georgia Power in Atlanta 
has found drug use steadily increasing dur- 
ing six years of testing its workers. Ad- 
vanced Micro Devices, a California chip 
maker, reckons addiction to hard drugs— 
especially crack—now causes it more trou- 
ble than alcoholism. Estimates of how much 
drug abuse costs American business each 
year range from $33 billion to more than 
$100 billion. Whatever the right guess, al- 
most every big American company is having 
to confront drug addiction because it is get- 
ting much worse. 

Most companies say drug abuse is most 
serious among blue-collar workers, particu- 
larly those in boring or menial jobs. Mrs 
Helen Axel, the drug expert at the Confer- 
ence Board, a business think tank, is scepti- 
cal. She says that the scale of drug abuse and 
alcoholism among senior managers and pro- 
fessional people is always underestimated; 
they can swallow their pills or swill their li- 
quor behind closed office doors. 

American companies are helping 
those employees who want to be 
helped, but sacking those who will 
not or cannot be cured. To keep the 
number manageable, more and more 
companies are making the offer of a 
job conditional on the applicant be- 
ing found drug-free in medical tests. 

Citicorp, America’s biggest bank, 
is typical in declining to hire anybody 
who tests positive for amphetamines, 
barbiturates, cocaine or heroin. The 
number of job applicants testing posi- 
tive at Fluor Daniel, a construction 
company with 40,000 employees, has 
fallen from 12-14% to 7-8% since 
word got around that the company 
weeds out drug users. 

The tests are better at detecting 
marijuana smokers than cocaine sniff- 
ers and crack smokers. Addicts have 
learned that traces of cocaine can be 
flushed out of their systems within a 
couple of days by some diuretics that 
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anies are now screening job applicants, 
ering cures to the repentant 


are sold over the counter in America. 

More controversial than screening job 
applicants are tests of a company’s existing 
workforce, as is shown by studies issued by 
the Bureau of National Affairs, a publisher 
in Washington, pc. But some companies 
have insisted on their right to test even long- 
serving workers. Adolph Coors, a Colorado 
brewer, refuses to renounce its use of under- 
cover agents to help detect workers using or 
selling drugs. Georgia Power is just as un- 
apologetic about using trained dogs to sniff 
for drugs in its employees’ lunch-boxes and 
cars. At Fluor Daniel, drug searches have 
not just found narcotics; they have turned 
up some weapons and stolen property as 
well. 3M, the Minnesota-based adhesives 
company, has pried into the desks, files and 
lockers of employees it suspects of drug 
abuse. 

Unions are often critical of random test- 
ing, and some are challenging its legality. 
Many people find urine tests humiliating, es- 
pecially when they are watched in order to 
prevent the switching of specimens. The 





unions parade medical evidence that the 
drug tests are not reliable. About one test in 
ten that proves positive is a false alarm. A 
person who has just eaten a poppy-seed ba- 
gel or taken a cold remedy can show up as a 
heroin addict. These controversies have lim- 
ited the number of companies that have 
adopted random tests. Only about 5% of all 
respondents in a survey soon to be pub- 
lished by the Conference Board say they em- 
ploy random testing. 

Several big companies believe it is a big 
mistake simply to sack an employee who has 
a drug problem. This causes employees to 
hide their drug addiction and makes super- 
visors, union officials and fellow workers re- 
luctant to comment on an employee's er- 
ratic behaviour, let alone draw it to the 
attention of senior managers. Companies 
are instead offering drug addicts the same 
kind of employee-assistance programmes 
originally set up to help alcoholics. 

Confidentiality is essential if worker 
are to seek help voluntarily. A few years ago 
a worker at AT&T, America’s biggest tele- 
phone company, would be grilled by his 
boss if he asked for a couple of hours off 
each week to deal with a personal problem. 
Nowadays a boss at AT&T would be in trou- 
ble if he demanded to know more about that 
personal problem. At Coors, says a spokes- 
man, “you could easily lose your job if you 
betrayed a confidence” from a worker seek- 
ing help for drugs, alcohol or anything else. 

IBM's approach to drug use is widely re- 
garded as a model. Its “voluntary and com- 
pletely confidential" employee-assistance 
services are provided by two independent 
firms—Human Affairs International and 
Personal Performance Consultants. Neither 
has offices on IBM premises. IBM gives its em- 
ployees a telephone number to call counsel- 
lors from these firms when they or members 
of their immediate family need help. But not 
all BM employees undergoing trea 
ment are volunteers. An employec 
who behaves irrationally and errati- 
cally has to undergo a drug test when 
this is recommended by a company 
doctor. If the test proves positive, the 
employee has to accept treatment, fol- 
lowed by frequent random drug tests, 
to keep his job. 

A debate rages on whether drug 
abuse is a more serious problem for 
business than alchoholism. Drug ad- 
diction is frowned upon by almost ev- 
erybody, but people feel prudish 
about reacting to a fellow worker's 
heavy drinking. Yet all agree that 
drug addiction is harder to cure than 
alcoholism. Professionals are sceptical 
about anti-drug programmes that 
claim a cure rate of 50%. They say 
Advanced Micro Devices is much 
more realistic and truthful when it re- 
ports a cure rate of less than half that. 
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At AFour Seasons Hotel The 


Room Never Closes. 


imply Relocates. 


We observe a rather unique 
dining policy at Four Seasons 
Hotels: the proper time for serving 
a a first class meal is whenever your 

vetite desires it. 

And if by chance the serving 
hours of our restaurants dont 
coincide with your schedule, welll 
bring the restaurants to you. 

"The same master chefs who 
conceive the delicacies served in 


UNITED STATES Austin, Boston 
Philadelphia, San Francisa i 
London ( Inn n the Park). JAPAN: Tokyo (1 

( Minaki Lodge). For reser 








ago ( The Ritz-Carlton) 


RESORTS Caribbean ( 


our Four Seasons dining rooms 
also prepare their exquisite crea- 
tions for your private pleasure. 

You receive our restaurants 
impeccable table service in your 
guest room, as well. 

And this obsessiveness with 
your personal comfort extends 
throughout our entire opera- 
tion. [Fat any time, for example, ^ 
you should require a car, a typist, 
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fresh linens or fresh ice, you will 
note that the Four Seasons staff 
stands ready at all times. 

So, when next you travel, 
come stay with us. You'll discover 
a refreshing difference. Ata Four 
Seasons Hotel, attentiveness never 


4. goes off duty 


¿h Four Seasons Hotels 
and Resorts 


m. UNITED KINGDOM 





ons in the U. $. call (1 


1 ( The Biltmore), Canada 


COMFORT. THE P 


The Agusta A109 C: the executive transport 
with all the distinctions and dynamism 
demanded by the market, including a com- 
petitive price and low operating costs. 

The A109 C is the most recent addition to the 
successful A109 family. Speed, comfort and 
quiet are its essential qualities, together with 
reliability and satety guaranteed by its avionic 
systems and critical systems redundancy. 
Twin engines, with 8 seats in a luxurious 
equipped cabin, the A109 C sets new sta 
ards in executive helicopters. 

In the world of airplanes, helicopters and 
aerospace systems, Gruppo Agusta provides 
the power to evolve. 


GRUPPO 


AGUSA 


Research and Aerospace Technology 





WER TO EVOLVE. 














Impressed by how pain 
results in exceptional performance, a 
Shipping magnate chose the Ferrari Testarossa. | 


research 





Hechose Merrill Lynch for the same reason. 


Each time he slides behind the 
wheel, he listens appreciatively to 
the finely tuned engine. He delights 
in its power and its meticulous 
engineering as well 

His appreciation of precision 
also led him to Merrill Lynch 

With Merrill Lynch's top-ranked 
research team, our clients have 
access to market information 
around the globe, around the clock 
So they can skillfully maneuver 
in the world financial markets 


©1989 Merrill Lynch Approved by Merr 





And through the unique combina 
tion of a Merrill Lynch Financial 
Consultant and a Merrill Lynch 
Private Banker, we help all aspects 
of our clients' personal finances 
run smoothly 

Research that results in 
performance is a point of pride 
with us. Its one that has certainly 
not gone unnoticed by one very 
particular shipping magnate 

For more information about 
how you too may benefit from our 


research and our performance 
call your Merrill Lynch Financial 
Consultant. Or write in complete 
confidence to Nancy Meyer 
Merrill Lynch, St. George's Build 
ing, 12th Floor, 2 Ice House 
Street, Central, Hong Kong, 

Tel: 852-5-8445768 


vs Merrill Lynch 


A tradition of trust. 






















_ WANAGEMENT BRIEF 


Risk and reward 


Every manager knows his business is risky. Few really understand 
in how risky. Helping managers to understand risk better in or- 
der to minimise it is the goal of modern investment theory 


SHOULD Watford. Widgets 
2 build a new widget factory, 
c take over Warrington Widgets, 
its biggest competitor, or diver- 
| sify into whistle-making? If it de- 
_ cides to diversify, should it set up 
its own whistle-making factory, 
or buy Wonderful Whistles? 
And, whatever: it decides, will 
there be future spin-offs from 
at decision? 

oU Because such questions con- 
cern a company’s future—rather 
than present—operations, the 
likely risk of each option is hard 
to evaluate. Lacking objective 
ways of evaluating risk, mere 
personality too often dominates 
discussions of investment deci- 
sions—with enthusiasts wanting 
to rush in where sceptics fear to 
tread. Or companies try to 
minimise their exposure to all 
risk (big or small) by ranking 
projects according to how rap- 
idly they promise to pay back 

their initial investment. 

Such techniques miss the ba- 
sic point about investment, and 
sometimes dangerously so. It is 
impossible to evaluate accurately 
a potential investment without 
knowing how risky it is. Take 
two projects requiring equal in- 

 iment. One promises to re- 
_n double the initial invest- 
ment at the end of a year, or 
nothing if the project flops. The 
other promises only a 50% re- 
turn if successful, or nothing. 
© Which, if either, to pick? The an- 
[2 swer depends on the odds of suc- 
“cess in each investment. 
If the first project does not of- 
fer at least a 50% chance of suc- 
cess, investors are better off 
| "keeping their money in the 
bank.. Similarly, the second 
project is unattractive if its odds 
of success are less than two in 
(three. At worse odds, those in- 
vestments are a bad bet because 
t. they will on average provide neg- 
ative returns. By the arithmetic 
of probability, a pay-off from an 
investment is on average the 
worth". of that payoff multi 
plied by the odds of it occurring. 
One cán use the same formula to 




















the odds must be on an invest- 
ment promising a 50% return for 
it to be more attractive than one 
promising a 10096 return. In this 
case, the odds of success for the 
high-yielding investment must 
be at least 75% as good as those 
on the safer bet to make it more 
attractive to try for the bigger 
prize. 

The snag with all this theory, 
however, is that one needs to 
know the odds. To get the best 
estimate of odds, modern invest- 
ment theory looks to the biggest 
casino around: the stockmarket. 


Clearly shareholders, just like 
any rational businessman, ex- 
pect higher returns in exchange 
for higher risk. Better, the his- 
tory of each company's share 
price reflects investors' estimates 
of the riskiness of its business. 
To see why, think for a minute 
about how stockmarkets work. 


In markets we trust 


The cornerstone of modern in- 
vestment theory is that markets 
use information efficiently. They 
adjust share prices quickly and 
continually to reflect new in- 
formation about a company's 
risks and prospects. One conse- 
quence of this theory is that— 
without insider information— 
no investor should be able to 
out-perform the overall market 
over a long period. That ought 
to worry stockbroking analysts 





who are paid fat salaries for try- 
ing to out-perform markets. 

A further consequence of this 
theory is that share-price move- 
ments are so unpredictable as to 
appear completely random. This 
observation dates back to a pa- 
per written by Mr Maurice Ken- 
dall in 1953. He had been look- 
ing for share-price cycles, but was 
rather dismayed not to find any. 
Instead, he discovered that the 
price of each share seems to fol- 
low a random walk, moving in 
much the same way as if each 
day's price was determined by 
the previous day's price plus an 
element of pure chance. Hard to 
believe? Look at the two plots in 
the chart. One shows the Stan- 
dard and Poor's index over a 
five-year period, the other a plot 
generated by a coin-tossing 
game. Only a guess will tell 
which is which. 

Years of academic haggling 
have created three versions of 
the efficient-markets hypothesis. 





Its weakest form says that pre- 
dicting future share prices on the 
basis of past share-price move- 
ments is impossible because to- 
day's prices reflect all the in- 
formation contained in the past 
record of share prices. So the 
technical analysts, or "chart- 
ists”, who try to do just that are 
working in vain. 

Rather stronger is the form 
which says that current prices re- 
flect all publicly available in- 
formation, so those fundamental 
analysts trying to beat the mar- 
ket by their superior analysis of 
published company information 
are (in the long term) wasting 
their time, too. Indeed, in its 
strongest form, the efficient-mar- 
kets hypothesis says that 
nothing—not even unpublished 
information or information, say, 
about the economy—can be 





used to predict future prices: 
greater accuracy than is alri 
done by stockmarkets: 


markets hypothesis is yet bey 
controversy. Some trading 
niques have consistently oi 
formed the overall mark 
folios of shares in $ 
typically outperform po 
of big-firm shares. Shares 
perform unnaturally bad 
Mondays. Mr Bruce Lehman 
Columbia University has shov 
that it is possible to bear ther 
ket by buying those shares w 
fell furthest in price the previ 
week and selling short thc 
which rose highest. 

One consolation for effici 
marketeers is that each of the 
inefficiencies should disap 
as soon as it is discovered, b 
cause arbitragers will rush i 
turn a profit. But a more fui 
mental attack comes from. 
Sandy Grossman, an econom: 
at the Wharton School of Bus 
































































markets. If share prices always re- 
flect all information (ie, marke 
are efficient), then nobody: has 
any incentive to gather info 
tion. But if nobody has any in- 
centive to gather information. 
how can markets be efficient? 
Such mysteries are for at 
demics to ponder. Meanwhile 
businessmen are putting the ¢ 
cient-markets hypothesis © 
good use in calculating the risks 
of various businesses—and 
improving their ability to evalu- 
ate investments. 


A model solution? 


To put stockmarkets to work o 
risk evaluation, businessmen use 
a statistical gizmo known as the 
capital-asset pricing model, de- 
veloped in the mid-1960s by 
three economists, Mr Jack 
Treynor, Mr William Sharpe 
and Mr John Lintner. The bas 
of the model is the observation 
that some shares are more vo 
tile than others. When stot 
markets rise, these shares ri 
faster and higher than the m 
ket; when stockmarkets fall they 
fall faster and further. Because 
markets are efficient, the fac 
that these shares are riskier- 
than-average investments should 
also reflect something about the 
riskiness of their underlying 
businesses. 

Theorists measure this | 
tivity of a share's price: 
movements by. assignin; 










































thematical value known as 
‘The market is awarded a 
ta of one. A share that is twice 
volatile as the market (eg, 
rhen the market climbs 10% it 
imbs 20%) would have a beta 
f two; one that is half as volatile 
‘ould have a beta of one-half. 
"How can Watford Widgets use 
as to decide whether it should 
for Warrington Widgets? As- 
ume that Watford Widgets has 
$100m to spend. If its finance di- 
rector wanted to sleep really 
undly at night he could invest 
e lot in government bonds. Re- 
ürns on these are largely insensi- 
ve to what happens in the 
ockmarket, so they have a beta 
f nearly zero. Suppose, how- 
ever, that he decided instead to 
vest in a balanced basket of 
hares with precisely the same 
eighting as the shares in a 
roadly-based stockmarket in- 
lex. This is riskier, so his portfo- 
io would have a beta of one. 
To take that extra risk, the fi- 
“nance director of Watford Wid- 
gets would expect a higher re- 
turn than he gets from 
government bonds. Investment 
theorists have calculated that in 
he United States this market- 
sk "premium" has averaged 
about 81596 over the past 60 





















































What if our finance director 
ecides to bid for Warrington 
dgets! Widget-making is a 
risky business: demand is, for ex- 
ample, adversely affected by bad 
(and, of course, unpredictable) 
ther. Shares in. Warrington 
Widgets have a beta of two: they 
re highly volatile relative to the 
stockmarket as a whole. That, 
the capital-asset pricing model 
says, means that a potential 
redator should expect a risk 
premium of some 1796—double 
the market's. If a takeover of 
Warrington Widgets is not ex- 
pected to produce a return of 
1796 in excess of the riskless rate 
(in this case, the return on gov- 
ernment bonds), the planned 
takeover should be abandoned. 
. So the capitalasset pricing 
model produces a figure by 
which the forecast cash-flows of 
any investment should be dis- 
counted. In this way the net 
“present value (NPV) of any invest- 
-ment can be calculated —but, 
“sadly, the model tells managers 
little about how to forecast cash- 
flows accurately. If the wv is pos- 
- itive (ie, its value exceeds its 
costs), the investment project is 
likely to be financially sound. If it 
is negative, steer clear. 
90 





(There is one significant com- 
plication to this process: if a 
company is partly financed by 
debt its beta must be adjusted so 
that it measures only the risk in- 
herent in its ^ business 
operations—known as its asset 
beta—not the additional finan- 
cial risk of its debt as well.) 

The  capitakasset pricing 
model is not a Holy Grail. For a 
start, there are many different 
ways to calculate betas. That 
need not worry managers, be- 
cause they can simply buy a 
"beta book" from the many 
stockbrokers, investment banks 
and business schools that pro- 
duce them. As long as they stick 
to one source, they can make 
consistent comparisons. (The 
London Business School's latest 
beta book, for example, assigns a 
beta of 1.74 to London and Met- 
ropolitan Properties, a company 
operating in the now-risky Brit- 
ish property market, and a beta 
of just 0.38 to Thorntons, an 
upmarket confectioner.) 

Second, betas are necessarily 
calculated from past share-price 
volatility —which means they are 
just as blind to the future as our 
finance director. Supporters of 
the capital-asset pricing model 
say that this does not matter, be- 
cause betas tend to be stable over 
time. Third, the capitalasset 
pricing model should be only a 
part of an investment appraisal: 
managers’ strategic common 
sense has its place in every in- 
vestment decision, too. 

Managers often find it hard to 
decide which betas they should 
use to establish the risk of a 
project. A widget-maker think- 
ing of taking over a whistle- 
maker should clearly not use its 
own beta (or that of the widget- 
making sector) to evaluate the 
riskiness of an investment in 
whistle-making. (Its own beta 


ate the riskiness of expanding its 
own widget-making facilities.) 
But should it use the whistle- 
maker's beta, or that of all whis- 
tle-makers, or that of the half- 
dozen combined  widget-and- 
whistle-makers already quoted 
on the stockmarket? 

Perhaps it might be better for 
our widget-maker not to put all 
its eggs in one basket, and to buy 
a diversified portfolio of smaller 
companies. After all, a touch- 
stone of modern portfolio theory 
is that, by diversifying, investors 
in shares can reduce risk. 

Not necessarily, say invest- 
ment theorists. Take a share- 
holder’s view again. While diver- 
sification by a company can be a 
good thing, shareholders have 
the option to—and may prefer 
to—do it themselves. After all, 
shareholders are not committed 
to holding just one company’s 
shares: they can diversify their 
portfolios if they wish, usually 
more cheaply and easily than 
firms themselves are able to 
diversify. 

Indeed, diversification by a 
firm may alienate shareholders. 
Take B.A.T Industries. Those in- 
vestors who bought B.A.T shares 
when it was a tobacco company 
may feel peeved that over half of 
its assets are now in insurance. 
With some justification they may 
argue that, had they wanted such 
diversification, they would have 
bought insurance-company 
shares themselves. 


Future daze 

Obviously, capital-asset pricing 
is no replacement for nuts-and- 
bolts analysis of an investment 
project covering everything from 
production costs and methods to 
the cost of distribution and mar- 
keting. Beta becomes irrelevant 
if the project does not work. But 
capital-asset pricing can be in- 
valuable in choosing between 
several, seemingly equally viable 
projects. And, for those still 
stuck, investment theorists are 
working on yet another fancy 
new way of choosing between in- 
vestment options. This one 
looks at the “strategic value” of 
an investment. 

Investment projects do not 
just end all at once. À decision to 
go ahead with the Watford 
MegaWidget Mark-1 may open 
up the chance of developing the 
MegaWidget Mark-2, Mark-3 
and Mark-4. The success of 
MegaWidget Mark-4 may make 
the MegaWidget line a resound- 





could, though, be used to evalu- 


ing success:even if Mark-l is a 
flop. New techniques, adapted 
from financial-options markets, 
enable managers to incorporate 
in the value of Mark-1 the value 
of the option to go on to build 
Mark-2 and so on. 

Investment theorists like to 
think of a decision to go ahead 
with the MegaWidget Mark-1 as 
Offering a.call option on subse- 
quent versions. This, they say, 
adds "strategic value" to the de- 
cision to go ahead with the first 
version—even if that initial 
model is expected to lose money. 
Unfortunately, the worth of this 
extra strategic value is even 
harder to calculate than the 
worth of the Mark-1. 

Investment theorists use eso- 
teric option-pricing models in 
their attempts to put a value: 
second-generation — investme 
options. The danger in all of 
them is that the farther ahead 
they peer, the less reliable they 
become. As such models find it 
hard to cope with trifles like divi- 
dend payments and real-world 
volatility, and depend on accu- 
rate forecasts of the variability of 
an investment's future returns 
for their own (unworldly) accu- 
racy, many business-school tu- 
tors are sceptical of the worth of 
option-pricing models. 

. Enough, they reckon, simply 
to consider whether a proposed 
investment opens up a compa- 
ny's future strategic choices. If it 
does, that is just one more rea- 
son to go ahead with the project. 
But proceeding with loss-making 
MegaWidgets Mark-1 on the 
strength of unlimited profits 
from 1995's Mark-4. looks I” 
the sort of risk few compat 
can afford to take—no matter 
how well their executives did at 
business school. 
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It is, of course, a simple matter of definition. 
In the world league Creditanstalt is certainly 
not among the top ten largest banks. And yet 
we are Austria's leading bank. 

As No. 1 in Austria, we take. a leading position 
in international business. And in important 
financial areas, such as East-West trade |... © 
finance, we are second to none. odd 
With branch offices in the major financial 
centres of the world, we invite you (wherever 
you are) to prove for yourself that we place 
the success of our customer above all else. 
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London's great property grab 


MERICAN investment bankers want to 
carve. themselves a piece of a City of 
London business worth around £1 billion 
($1.6 billion) a yeat—chartered surveying. 
Small wonder. There is more, much more, 
to this arcane. profession than peering 
` rough atheodolite, ^ ^ 

The big firms of chartered surveyors, 
such as Hillier Parker, Jones Lang Wootton 
and Richard Ellis, also manage property 
funds, broke property and finance property 
deals. Wall Street bankers, like Goldman 
Sachs and Salomon Brothers; are not inter- 
ested in surveying, project management or 
valuing properties. They would like some of 
the large fees surveyors earn from commer- 
cial-property broking—between 34% and 
144% of a property's purchase price. The 
Americans also want to market their own 
property-finance packages. 

Over the past three years several long- 
term trends have put bankers and chartered 
surveyors on a collision course. The first is 
the rise of property investment banking. 
Pioneered by Salomon Brothers and 
Goldman Sachs, this novel form of finance 
aims to shake up the illiquid property mar- 
ket.so it will become closer to the securities 
‘markets, where the banks rule the roost. 

« The idea is that rather than using traditional 
t" 0. ward funding—whereby an institutional 
“investor finances a development and then 
takes it-off the developer's hands at a pre- 
agreed -price—developers should tap the 
capital markets instead. 

a By using a mix of zero-coupon bonds 
and interest-rate swaps and caps, Wall 
:. Street’s rocket scientists can cut the devel- 
^: epers' cost of financing a project. By financ- 
inga building through the debt markets, de- 
*.cwelopers retain ownership, and so profit 
"from any capital appreciation while the 
building is under construction. Last 
vyear, for example, Salomon 
Brothers put together a deal 
-for the Greycoat Group, a 
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property developer, to finance a £125m 

building in London’s West End. Greycoat 

issued a deep-discount Eurosterling bond A 
carrying an 81496 coupon, which eased its l 
interest burden in the initial stages of the 
development. 

The arrival of the American property 
investment banker in Britain coincided with 
a mini-revolution in the British property 
business. In future companies hoping to win 
a contract to sell a property would not only 
have to find a buyer but also find cash to 
help finance the purchase. When in 1986 
the Royal Institute of Chartered Surveyors, 
the industry’s professional body, finally al- 
lowed its members to take in outside capital, 
firms such as Debenham Tewson & 
Chinnocks, Savills and Baker Harris 
Saunders headed for the stockmarket post- 
haste. Then they dug into their newly en- 
riched pockets and started to hire legions of 
merchant bankers, accountants and actu- 
aries to help them dream up their own fi- 
nancial wheezes to do property deals. 

Some surveying firms, like Richard 
Ellis, set up financial-services arms. Mr 
Stephen Barter, a director of Richard 
Ellis Financial Services (REFS), says — £ 
that surveyors may have to put their 
money where their advice is. That is 
one reason why REFS raised cash by 
selling £25m-worth of its eq- 
uity in November 1988 to 
Bayerische Hypotheken-und 
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Wechsel-Bank, West E. 
Germany's sev- mi CRIME 
enth-largest bank. "m T 


So far, REFS ` 
has agreed 
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FINANCE 


to pump £5m into property deals. Mr Ran- 
dolph Dumas, a managing director at Salo- 
mon Brothers, says that his firm is also look- 
ing at this type of merchant banking. 
Another change that will set Wall Street 
bankers and British surveyors at each oth- 


- er's throats is the growing international- 


isation of the property market. Overseas in- 
vestors have more confidence in British 
bricks and mortar than many domestic insti- 
tutions. According to Debenham Tewson 
& Chinnocks, foreigners' net investment in 
British property last year totalled about £1.4 
billion. That compares with a net figure of 
about £2 billion for British investors. Both 
the Japanese and the Swedes are putting 
more new money into British property than 
are domestic pension funds. 

Expect Salomon Brothers and Goldman 
Sachs to woo more of those who want to sell 
some of this property. Salomon has already 

some success. Rather than turn to a 
British agent, Organizacion Diego Cisneros, 
a Venezuelan company, hired Salomon as 
adviser on the sale of 4.3 acres of Paternos- 
ter Square near St Paul's cathedral. The 
Venezuelans want to find a buyer for the 
land, which is valued at £200m-250m, be- 
fore October, when they have to pay £148m 
to Mountleigh, its previous owner. 

American property bankers in Britain 
are also likely to pick up business from 





The City and Euro-regulation 





American developers looking to invest in 
Europe. Earlier this month Tishman West, 
one of North America’s largest property 
companies, paid £95m to the Church Com- 
missioners, the Church of England's invest- 
ment arm, for an office building in Lon- 
don's Victoria in a joint deal with Japan's 
Shuwa property group. This was Tishman 
West's first big foray outside America. Mr 
Alan Levy, the firm's chief executive, reck- 
ons that more money is on its way from the 
currently overbuilt United States. 

Goldman Sachs has a finger in this pie. 
In July it advised jms Realty, an American 
property company, on its £258m agreed 
purchase of Britain's Randsworth Trust. JMB 
had been looking for a suitable target since 
early 1988. Here again, though, American 
investment banks and British surveyors are 
likely to scramble over each other. Hillier 
Parker, for one, also wants to act as a mar- 
riage broker between property-develop- 
ment companies. 

The upstart Americans do have 
one big weakness—a lack of mar- , 
ket intelligence. They are outside 
the old-boy network that keeps 
surveyors in touch with properties 
coming on to the market from Brit- 
ish insurance companies and pen- 
sion funds. The property bankers 
also lack the research capability that could 





Adequacies inadequate 


F IT is implemented, a European Com- 

mission draft directive on capital ade- 
quacy for securities firms could push off- 
shore a lot of business currently done in 
London—and send thousands of small Brit- 
ish financial intermediaries to the wall. 
Hardly surprising, then, that two of the 
City's self-regulatory organisations— 
The Securities Association (TSA) and 
the Financial Intermediaries, Manag- 
ers & Brokers Regulatory Associa- 
tion (FIMBRA)—are discreetly but furi- 
ously negotiating in Brussels to water 
down the proposals. 

The TsA’s main concern is with 
the commission’s proposals on posi- 
tion risk—the way of calculating the 
market risk of any securities position 
a dealer might hold, in order to work 
out how much capital the firm must 
then put up against that position. A 
system of this kind is little 
known to Continental banks, which 
conduct most of the securities business 
there. Banks are more attuned to the notion 
of credit risk than market risk. 

The commission, too, the TSA believes, 
is a little ill-informed about such a system. 
Under TsA rules securities dealers may 
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"net" one position with another. A firm 
would have to put up very little capital 
against a position in, say, a basket of FT-SE 
100 shares if that basket is then hedged with 
an equivalent put option. Currently, the 
draft directive disallows netting for equities. 
Un-netted positions would demand 20-30 
times more capital for City 
of London market-makers 
than at present. 

TSA officials are 
yet more con- 


commission’s quirkiness - 


cerned about the commission’s stance on 
another concept: diversification. Their own 
capital-adequacy rules reflect the fact that a 
portofolio of stocks is inherently less risky 
than a single one. Commission proposals 
fail to differentiate. If they came into force, 














make up for that. Most of the large survey- 
ing firms have perhaps 20-strong depart- 
ments devoted to searching out possible 
property developments. Investment banks 
may have to wave their fat cheque-books to 
lure researchers from the surveying firms. 

Some chartered surveyors also have a 
weakness—a lack of global reach. Firms like 
Jones Lang Wootton have 50 offices world- 
wide, but there are plenty of medium-sized 
outfits whose network stretches no farther 
than Leeds or Glasgow. Mergers could be 
the solution. On September 25th Edward 
Erdman, a British surveying firm, said that it 
is to merge with Auguste-Thouard, the larg- 
est firm of property advisers in France. 
Debenham Tewson & Chinnocks already 
has links with firms in West Germany and 
Holland. 

So far there have been no more than mi- 
nor skirmishes between the Americ-- 
pinstripe brigade and the fusty Briti 
surveyors. That is because each siae 
still has a use for the other. The 
> property bankers can find the cap- 

ital but not the property, while 

the reverse is true for the survey- 
ors. However, as the property 
bankers start to poach more agency 

business and the property men be- 

come au fait with financial engi- 
neering, watch the sparks fly. 





British securities firms would have to carry 
five or six times more capital against diversi- 
fied positions than now. 

The TSA says that Brussels's plans could 
reduce liquidity in the London stockmarket, 
by discouraging dealers from taking large 
and long positions in securities. Certainly, 
dealers in some of the wilder of London's 
products—over-the-counter options and 
warrants, for instance—would be tempti ' 
to move their trading operations to outsi: 
the Community. TSA officials are worried 
that there will be inadequate discussions on 
the capital-adequacy directive and that it 
will be bundled through by the end of this 
year. That is why next week the TsA will 
probably circulate a letter to its members 
outlining its concerns. 

FIMBRA's concern lies with the commis- 
sion's proposal that European finan- 
cial intermediaries should have a 
minimum capital requirement of 
about £16,000 ($25,000) FIMBRA 
oversees 8,350 British financial inter- 
mediaries, many of which are inde- 
pendent one- or two-man bands; 
most European countries lack any- 
thing similar. FIMBRA's chairman, 

Lord Elton, reckons that Brussels’ mini- 

mum-capital requirements will be stringent 

enough to devastate Britain's small indepen- 
dent advisers, sending a swathe of firms into 
liquidation or the arms of tied houses. 
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| Pastures new 


Tt investors in our quarterly portfo- 
lio poll are still attracted to. equities, 
but they are becoming bored with the 
|. world’s. main stockmarkets. Our eight 
|: panelists reckon that the stockmarkets in 
- London, New York and Tokyo will go no- 
where for the rest of the year. They are 
nost. bearish about Tokyo. Only two of 
he octet recommend being overweight in 
-q Japanese shares (ie, investing a bigger 
-i share of their total equity portfolio than 
|] the market's share of world stockmarket 
: capitalisation, as defined by the bench- 
mark Morgan Stanley Capital Interna- 
tional World Index). Our panelists believe 
that the best performing markets will be 
“the smaller Asian and European stock- 
,matkets. Most of these have already had 
banner years. 
^. The only market where the eight in- 
-< Vestment managers are in complete agree- 
cI mentis West Germany. All of them are 
overweight in West German equities. In- 
triguingly, our only West German-owned 
investment manager, Capital Manage- 
, ment, has a twinge of doubt about West 
ee y. Worried about the outcome of 
general elections late next year, it has re- 
duced its West German weighting from 
8% of its total portfolio to 5%. 
Foreign investors have taken to rea- 
i soning that the West German market 
< looks a surer bet for them. If the Ameri- 
can dollar stays strong, they claim, West 
German companies should be able to 
maintain their export drive and so im- 
: „prove earnings; if the dollar weakens, the 
D-mark should appreciate, thus giving in- 
,,, vestors in West German equities a capital 
- gain. Similar arguments are wheeled out 
- for Dutch shares, since the guilder tends 
to move up and down with the D-mark. 
Another area of general agreement is 
the smaller Asian markets. These markets 
are beginning to open up to foreign in- 
vestment. The most open—and appealing 
to investors—are Thailand, whose stock- 
market has risen by 72% in dollar terms so 
far this year, and Malaysia, up 3796; Indo- 
nesia and the Philippines are also begin- 
ning to tempt bolder international inves- 
tors. The region’s most successful small 
- economies, Taiwan and South Korea, still 
- restrict foreign investors mostly to buying 
jJ shares in approved closed-end investment 
‘trusts, or "country funds". These trusts 
then buy shares in Taiwanese and South 
Korean companies. 
These markets have also benefited 
from political uncertainty in Hongkong. 
_ Investors have been switching out of 





























/ Our international investors are beginning to look farther afield 





Hongkong, following the Tiananmen 
Square massacre in June. Of our panel, 
only Hongkong-based Wardley has in- 
creased its weighting in Hongkong shares, 
from 4.4% of its portfolio to 5%. That is a 
token change besides Wardley’s idiosyn- 
cratic bullishness about the Japanese mar- 
ket. Three months ago it recommended 
an 18.7% holding; now it advocates 27%. 

Although the Japanese stockmarket 
(up 18% this year) has not done as well as 
the American (up 23%) or the British (up 
30%), it is meant to do well in the last 
quarter, as companies with cash suppos- 
edly play the market. Despite the political 
uncertainties—an election that might 
produce Japan’s first change of govern- 


The perfect portfolio? 





























ment since 1955 is less than nine mont 
away, at most—this year shoul be noc 
ferent. 

Strangely, our panel is more op 
about Britain with its high interest ra 
and current-account deficits, than i 
about America. America appears to 
ahead of Britain in the business cych 
economy seems to have slowed down 
noring aircraft orders, which account 
less than 5% of American production b 
over half the official records of work-in. 
hand, American industry’s order. book: 
are the emptiest they have been for fou 
years. That means that the Federal Re- 
serve Board may be closer to loosening its. 
oan policy than many investors be- 
ieve. 

In Britain the £2 billion ($3.1 billion 
current-account deficit for ^ August 
prompted the chancellor of the exche- 
quer, Mr Nigel Lawson, to say that inter 
est rates would stay high. So uss Phillips 
& Drew, a London brokerage offshoot 
a Swiss bank, reckons that it is quite possi 
ble that cash will out-perform equities in 
the final quarter of 1989. 





© Contributors : 


UBS Phillips & Drew—UBS's London broking arm 


Daiwa Europe—Japanese investment bank 
Brown Brothers Harriman— Wall Street private bankers 
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Neutral weighting—from Morgan Stanley Capital international World Index 


Global Asset Management—International investment manager 

Capital House—Royal Bank of Scotland's investment-management arm 
Capital Management International—Deutsche Bank subsidiary 
Scudder Stevens & Clark—New York investment counsellors 


Wardley Investment Services—Hongkong and Shanghai Bank's fund-management arm 
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$ Weightings by market capitalisation, * The contribution from Scudder Stevens & Clark was compiled by a depariment that deals oniy i 
non-American investment. ment. For the sake of comparability, a 3096 stake in American equities has been assumed. 









































ANGOVERS have always been a fea- 
ture of the annual jamborees of the In- 
ernational Monetary Fund and the World 
Bank. Every year since 1981, however, there 
as.also been an overhang: third-world 
ebt. This year’s shindig, held in Washing- 
n from September 23rd-28th, made it 
ear that an overhang cure remains as elu- 
ive as a remedy for the morning after. 

The latest pick-me-up, the plan unveiled 
- the American treasury secretary, Mr 
holas Brady, in March, promised relief. 
‘or the first time, an official scheme ac- 
knowledged that partial debt forgiveness 
vas needed for some of the biggest borrow- 
ts, as well as the poorest. In July a deal was 
struck between Mexico and its commercial- 
ink creditors that seemed to offer just that: 
Mexico would be able to cut $52.6 billion of 
nedium- and long-term commercial-bank 
bt by around 17%. Banks would make a 
blend of three gestures: accept new Mexican 
bonds against their existing loans dis- 
counted by 35%; accept new low-interest 
bonds in lieu of bank debt at face value (thus 
educing Mexico's interest bill), or increase 
heir loan exposure to Mexico. Next stop, 
ccording to Mr Brady's acolytes, would be 
eductions in other countries’ big debts, 
The debt crisis had entered a new phase. 
Not so, if you believe the commercial 






3; M 
bankers assembled in 
private meetings and 
parties at the IMF annual meetingSt^w 
In their view, the Brady plan is fatally 
flawed and they told Mr Brady so in no 
uncertain terms at a private lunch at 
America's Treasury on September 22nd. 
Worse still, their critical words are turn- 
ing into unhelpful actions. 

The trouble with the Brady plan is 
not that it offers debt relief: commercial 
bankers accept that relief is needed and 
that it reflects the reality of semi-dud 
loans. The trouble is rather that, for the 
Brady plan to work, commercial banks 
are being asked to shell out new loans at 
the same time as bearing virtually all the 
burden of debt reduction. New loans 
and partial forgiveness of old ones look 
incompatible. Mexico's deal needs 2096 
of the creditor banks to opt for additional 
lending, totalling $10.5 billion. The con- 
sensus in Washington was that few banks 
will cough up, making the deal impossible. 

New money is unlikely to be forthcom- 
ing, at least voluntarily, for two reasons. The 
first is that pouring good money after bad is 
both unwise and costly. If, as many will, 
banks choose to take some of Mexico's 
bonds against their debts at a 3596 discount, 






then regulators in 
America and Britain, at 
least, will make them place 
new provisions against any 
new Mexican debt they incur. 
Such provisions come out of profit. 
., Next year America’s comptroller of the 
+, currency is due to begin to take special 
~ » provisions into account when decidi 
+ whether to allow a bank to pay a dive 
f Q dend. For some banks, that will be an 
è: added disincentive to new lending. 
I^ Those banks have just provided their 
* own extra disincentive, as well as the sec- 
ond no-new-money reason. In the week 
before the annual meetings, three of 
America's biggest banks sharply raised 
their provisions against dodgy third-world 
debts. J.P. Morgan added $2 billion to re- 
serves, taking its provisions to 10096 of its 
medium- and long-term third-world loans. 
Chase Manhattan added $1.3 billion in new 
reserves, lifting provisions to 46% of its 
third-world loans; Manufacturers Hanover 





Sense in franc 


WASHINGTON, DC 


TT'HAT darned dollar is nobody's 
favourite these days. For third-world 
debtors it should be public enemy number 
; one, according to some striking calcula- 
*. tions by a Brazilian banker, Mr Fernado 
‘Sefton of Banespa. He reckons that if Bra- 
zil’s foreign debt had, from 1970 to 1989, 
been denominated in Swiss francs rather 
than dollars, Brazil would have saved $78 
billion in debt-service payments over the 
period. That is almost as large as Brazil’s 
current foreign debt. 

Mr Sefton reported his sums to a con- 
ference on Brazil held in the margins of 
the IMF annual meeting. The chart shows 
how he thinks the total of principal and 
accumulated interest would have devel- 
oped in Swiss francs, compared tothe out- 
come in dollars. The main reason for the 
huge savings—wonderful thing, hind- 
sight—is that interest rates on Swiss 
francs were far lower during the 1970s and 
1980s than rates on dollars. Borrowers 
knew this, but may have reasoned that a 









hard currency like the Swiss franc would 
expose them to exchange-rate risks: that 
is, they might, in effect, have ended up 
owing more. In the event this was not the 
case. From 1978 to 1985 it was the dollar 
that was risky; it was one of the world’s 
strongest currencies, carrying high inter- 


est rates. 





Mr Sefton has made important as- 
sumptions, which might be wrong. Pre- 
sented with the savings in annual interest 
payments that the use of Swiss francs 
would have supplied, Brazil could have re- 
acted in one of two ways. It could have en- 
joyed the same transfer of cash at a lower | 
cost. Or it could have used the savings to | 
borrow more, reasoning that it could sup- | 
port a much larger debt. Mr Sefton's | 
numbers assume the former. Cynics 
might assume that Brazil would simply 
have borrowed more, and thus that its | 
troubles could now be just as big. | 

| 
| 
| 


Though Mr Sefton is proposing that 
Brazil should immediately try to swap new 
Swiss-franc bonds for its old dollar debt, it 
is too late to gain the savings that he calcu- 
lates. Nevertheless, the sums do suggest a 
lesson for borrowers. This is that the dam- 
age from dollar denomination arises not 
merely from high interest rates but also 
from the currency's volatility. If possible, 
borrowets should seek loans in as stable a 
currency as is available. That may imply 
some exchange risk, since hard currencies 
do tend to get harder, but at least borrow- 
ers would know roughly where they stand. 
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Call it Restrictions. ~% 

Call it Conditions Placing conditions on the type of media that can accept 
It means Censorship. legally produced and distributed products is also censorship. 
Restricting law abiding manufacturers and Do not hide behind silence. Join with Libertad to 
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controlled milling machines automatically correct for tool wear and other machine 

idjustments. By operating up to 10 times faster than conventional equipment, these new Hughes 
raft Company machines make continuous off-line inspection of machined parts prohibitively 

nsive. So before and after each tool is used, an internal contact probe measurement system checks 
imensions of a trial cut. If the cut does not meet specifications, computer software in the 

roller adjusts the tool to bring it back into tolerance. These machines are used to manufacture 


ar system parts whose thousands of dimensions must be held to tolerances of three thousandths 
ousandths of an inch. 


'hnology which allows small satellite earth stations to transmit and receive voice, video, and data 
ation in complete privacy helps smaller companies enjoy the advantages of satellite 
nunication services. Hughes has established and is operating earth station facilities which can be 
red among many users as the central control point for their independent networks. When combined 
y Small Aperture Terminal (VSAT) stations using advanced transmission techniques, Hughes’ 

red hub facilities allow companies to quickly and cost-effectively establish their own private, 
mized, satellite-based business communications networks. The first three Hughes shared hubs 

cated in New York, Los Angeles and Minneapolis; additional sites will be added in the future. 


U.S. Air Force’s 33rd Tactical Fighter Wing will be the first to receive an advanced air-to-air 
ssile. The Hughes-built Advanced Medium-Range Air-to-Air Missile (AMRAAM), designed for the 
Force and Navy, is the first weapon of its kind born out of specific needs based upon combat 
ces in Vietnam. The all-weather missile includes a “launch-and-leave” capability that enables 
o either engage multiple targets or maneuver away from the scene after missile launch, and 
ance that the missile will function after years of storage, in rough use on fighter aircraft, and in 
sh shipboard environments. AMRAAM will be deployed by U.S. squadrons in the fall of 1989, 





-of-the-art target acquisition technology will isolate and identify targets for pilots of an advanced 

opter. The Target Acquisition Subsystem (TAS), under development at Hughes for the U.S. Army's 
lelicopter Experimental (LHX) Program, incorporates second generation forward looking 

d technology, aided target detection and classification, widespread use of Very High Speed - 

ted Circuit technology, and an integrated 32-bit computer system. The highly-automated TAS 

e capable of searching an area with electro-optical sensors, selecting suspected targets, and 

ing the targets to pilots in priority order for their engagement decision. 


anced signal processing capabilities are being demonstrated by the new APG-71 radar system, 
ped and produced by Hughes under contract from Grumman Aircraft Company, for the U.S. 
F-14D Super Tomcat aircraft. The APG-71 utilizes high speed, high-capacity signal and data 
-essors that provide complex signal analyses needed for electronic countermeasures, target 
entification beyond visual range, and a raid assessment mode that enables the APG-71 to distinguish 
nong closely spaced targets at long range. The APG-71 provides launch data for every air-to-air 
€ in the Navy's inventory, as well as radar tracking for the F-14D’s 20-millimeter gun. 












re information write to: PO. Box 45068, Los Angeles, CA 90045-0068 USA 
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MONEY AND CAPIT 


German Bond Market Review 
Bank Bonds Bounce Back 


While the Bundesbank’s tighter monetary pol- 
icy gave a decided upward push to short-term 
rates, causing the yield curve to flatten, the 
ten-year yield has kept more or less stable. 


Bond yields in West Germany, as measured by the coupon rates 
for federal bonds, are practically identical with those a year ago, 
This surprising stability shows 


of domestic issuers dropped by some 15%, and the volume of 
bank bonds outstanding fell below the previous year's level for the 
first time. Public bonds fared better. 


Public bonds lose ground 


After the disappointing performance of bonds (mainly bank 
bonds} in 1988, the first six months of 1989 presented a more 
cheerful picture. Helped by the 





that the ten-year yield has been 
little affected by the Bundes- 


Foreigners Turn Buyers Again 


abolition of the withholding tax. 
both gross and net sales posted 
j an increase, Gross sales. were 





banks monetary tightening, 








although the environment has iEn ————| l eee | slightly higher, which was ex- 
deteriorated noticeably. The dis- z " c. MR MEN. on clusively due to the brisk de- 
y ži foreign investors i : 
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count rate has doubled since 





last year, reaching 595 The | 


mand. for bank bonds. Public 
bonds, by contrast, lost ground. 





Lombard rate has been raised 








to 7%. The Bundesbank has | 


Their gross. sales. were. 25% 
lower than in the previous 








pushed up money rates by lifting 
the repo rate from 3.25% to 


year, while bank bonds gained 
19.8%, 





6.90%. And inflation is now | 
back in the 3% range. 





Disappointed expectations 


These figures point to a change 
in the investor pattern. While 
| large sales of public. bonds 
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Against this background, it is 0M 
quite surprising that investors’ oe 
expectations have been disap- 


year, investors had continued to 
park their surplus funds in time 
deposits, In hindsight, it did not 
pay in the first half of the year to 
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Starting in mid-1987, flagging foreign interest caused the average yield on- German 
F 1 bonds to rise. It was not so much the ten-year bonds but the medium-term securities 
pointed. At the beginning of the | — which, due to the tightening by the Bundesbank, raised the average bond yield from 
54%, the lowest point in the current decade, to some 7%, There was a turnaround 
in foreign investment behavior in the first six months of the year. While foreigners had 
been net seliers of German bonds to the tune of DM 7.5 billion in the first quarter, thay 
turned Buyers again in the second quarter, with 2 net take-up of DM 8.3 billion. Sus- 
| tained foreign interest would have a positive effect on the bond market climate. 


invariably pointed to- foreign 
buying. activity, the above- 
average increase in gross sales 
of bank bonds indicates. that 
private investors have returned 
to the bond market. While the 
increase in sales of bank bonds 
is to some extent due to the 
j scrapping of the withholding 








shun the bond market and to 

park the funds instead. The ten-year yield remained stable; it 
exceeds the return on three-month and six-month time deposits 
by some 2%. 


But the market also failed to fulfil the optimists’ expectations, 
Despite the decline in U.S. rates, the slowdown in inflation, and 
the further progress made in the consolidation of the federal 
budget, there was no perceptible easing of interest rates in Ger- 
many. The practically unchanged government bond yields can 
therefore be attributed to the fact that the negative factors have 
been offset by positive ones. 


The unusually stable interest-rate pattern is also reflected in the 
figures on bond sales. Investor interest in bonds cooled in 1988, a 
cooling aggravated by capital outflows before the introduction of 
the withholding tax on interest income. Gross sales of DM bonds 
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tax, it also shows that domestic 
investors have started to give up their wait-and-see attitude. This, 
in turn, gives rise to the expectation that the environment for 
interest rates is unlikely to deteriorate significantly until the end 
of the year. As far as the terms for public bonds are concerned, 
this means that the yield on ten-year issues will remain stable 
for the time being, provided, of course, there isna unexpected 
transatlantic turbulence. 
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spent $950m, raising reserves to 36%. 
These new reserves do not mean that 
American and British banks will never again 
lend money to Latin America or elsewhere. 
But they make it less likely. Sir Kit McMa- 
hon, boss of Britain’s Midland Bank, said in 
Washington that, in Mexico’s case, his was 
certainly not a “new-money bank”. Mr Wil- 
lard Butcher, chairman of Chase Manhat- 
tan, says his is not an “exit bank” but he is 
nevertheless sceptical about new loans ex- 
cept in countries where there is a proper 
scheme for swapping debt into equity. 
new money to be forthcoming, com- 
mercial bankers say that what is required is 
more cash from the public purse, whether 
national governments or the multilateral 
agencies. What they mean is not necessarily 
straight loans but rather guarantees to se- 
cure new loans. If more collateral could be 
nwt up by the IMF, say, or the World Bank, 
n commercial ers might have a 
ugnting chance of convincing regulators 
that new loans were different from the old 
duds against which they have put provi- 
sions—and thus that new ones might not re- 
quire costly provisioning. 
Mexico's deal is not yet dead, but it 
looks sick. A telex will be sent to all creditor 
banks in early October to lay out the terms 


and choices, and it is hoped to complete the 
deal by the end of the year. So far, however, 
Citicorp is just about the only bank to state 
publicly that it will provide new loans; it has 
a large business in Latin America (and lots 
of equity investments), so it wants to show 
its "commitment". 

The chances of a Mexican-style deal be- 
ing put together for any other debtor are vir- 
tually nil. Bankers talk warmly of a re- 
scheduling deal struck with the Philippines 
during the summer, which differed from 
Mexico in that it offered banks a wider vari- 
ety of options and involved no political arm- 
twisting. Banks would prefer future deals to 
follow that market-based model. 

For the time being, there are anyway no 
other senior candidates in sight. Brazil is the 
worst case: it has just missed an interest pay- 
ment and its parliament has done too much 
to widen the country's fiscal deficit through 
its new constitution to stand any serious 
chance of clemency. Evidence of better eco- 
nomic management, and thus a justification 
for help on debt, will certainly not be found 
until after the country's November elec- 
tions, and perhaps not even then. À new 
government is not due to take office until 
March 1990. Maybe that will give Mr Brady 
some time to restore his credibility, too. 





Globex in Japan 
Pit-fight 


TOKYO 


ET another protectionist row is 
brewing between America and 
Japan, whose roots reach down deep 
into a domestic Japanese squabble. 
This time, it is over plans to begin the 
--*omated global trading of financial 
ures. lt is a dispute which both 
sides say they do not want to become 
political. So, probably, it will. 

The computerised trading system 
is Globex. For the past two years, it 
has been under development by the 
world's second largest futures market, 
the Chicago Mercantile Exchange 
(CME), and Reuters, a giant financial 
information-services company. Tens 
of millions of investment dollars on, 
Globex is due to be launched later 
this year or early next. The idea is 
that the CME's contracts will trade on 
Globex during the 16 hours that the 
Chicago exchange is closed. It will start with 
interest-rate and currency futures and op- 
tions. Stock-index futures and options will 
follow later in 1990. 

Already, Globex has forged links, 
amongst others, with New York, London 
and Paris exchanges. Globex became an 


even more formidable force when the Chi- 





tures pit, announced in May that it would 
try to merge its electronic trading system 
with the Merc's. 

Between them, the two Chicago ex- 
changes account for three-fifths of all finan- 
cial-futures trading on the world’s ex- 
changes. That dominant share has been 
falling, because of the growing number of fi- 
nancial-futures contracts being traded in Ja- 























FINA A 
pan. Enter Japan's Ministry of Finance. lt 
has cajoled Mitsui Trust & Banking into 
backing off from seeking permission to in- | 
stal Globex terminals in its Tokyo offices. 
Other Japanese financial institutions want- 
ing to do the same thing are n 
their hands pending the finance ministry de- 
cision on how to cope with Globex. 

The ministry says there are three issues. 
at stake. First, whether Japanese banks may 
instal Globex terminals outside as well as in- 
side Japan. Second, whether Globex termi- 
nals should be allowed in Japan for Ameri- 
can banks and Japanese securities firms, 
such as Daiwa, Nikko and Yamaichi, which. 
are clearing-house members of the CME. | 
Third, whether the Tokyo Financial Futures 
Exchange should become a Globex partner. 

All three issues in some way cut across 
the domestic turf battle between Japan's se- 
curities companies and commercial banks. 
Financial futures is on the front-line of the 
war to change the legal frontiers that sepa- 
rate banking and securities industries. It is 
one of the few areas in which the banks and. 
securities houses slug it out face-to-face. — 

That is why within the finance ministry 
the third point matters most, though the — 
ministry professes that it is mostly con- — 
cerned to see fair competition between 
Globex and the Tokyo Financial Futures 
Exchange. The latter started only last July. 
Two of the three contracts it trades—a Eu- 
rodollar and a dollar/yen contract—will | 
compete directly with contracts traded on 
Globex. As is their way, ministry officials. 
want to protect their young charge. 

Some of its contracts might grow 
to be as big a success as the Tokyo — 
Stock Exchange's yen government- - 
bond future, launched in 1985. That 
is now, by value, the world's most 
heavily traded futures contract. The - 
securities industry, which would like — 
to see the expansion of financial-fu- 
tures markets in Japan occur through - 
its own fief, the stock ex . 
rather than the new financial-futures 
market where the commercial banks. 
have more sway, might consider such — 
an achievement a mixed blessing. The 
securities companies feel that the 
banks have already penetrated too far 
into their own business without them _ 
getting much in return. 

Just to bring the financial-futures - 
exchange into being, the finance min- — 
istry has already had to contort itself 
over several tricky issues central to 
the whole debate on financial reform. It may _ 
well now have tied itself in such an ideologi- 
cal knot that it is stuck. The ministry is wor- 
ried that while it disentangles itself, the well- 
connected CME—the Chicago exchanges — 
splash cash around Washington—will be 
tempted to turn a little local difficulty into 
an international one. 


staying 


















N SEPTEMBER 26th the short-lived 

engagement between Arthur Ander- 
sen and Price Waterhouse (pw), which 
aimed to create an accounting-cum-con- 
sulting empire with more than $5 billion 
in annual fee income, was called off. The 
couple are putting on a brave face, blam- 
ing the failure on technical and legal prob- 
lems. Their inability to tie the knot calls 
into question the industry’s obsession 
with mega-mergers. 

Some European accountants say that 
tthe American managers of the two firms, 
who were responsible both for suggesting 
the engagement and for calling it off, 
never thought it through: they just fell 
blindly for one good idea—that Ander- 
..sen, which derives 60% of its profit in 
America and has the most succesful con- 
lting division of any of the accountants, 
would make a good fit with Pw, which 
pulls in 70%.of its profit outside America 
and is best known for its auditing practice. 
The merger broke up on two simple is- 
sues—one organisational, the other legal. 

pW gives a lot of independence to its 
arious branches around the world. Each 
big client has a single relationship man- 
ager (usually an auditor) who acts as a con- 
duit for tax- and consultancy-advice as 
well. Andersen has a highly centralised 
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management system, but, in the field, its 
consultants stress their independence 
from the auditors. Andersen’s rebellious 
consultants have even won a deal where 
only 15% of the profit they make is shared 
with other partners. 

Trying to push such disparate and ob- 
stinate organisations together soon 
proved impossible. The other hitch—the 
legal one—should have been even easier 
to spot. Andersen’s computer consultants 
operate several joint ventures with some 
of pw’s biggest auditing clients—such as 
BM, Hewlett-Packard and Compaq. See- 
ing that an accountant cannot audit a 
business partner, either the auditor or the 
consultant would have to drop out. The 
resulting loss in income would have prob- 
ably been greater than any incremental in- 
come the merger would have created. 

Even if the negotiating committees 
had found a way round these two sticking 
points, the backwoodsmen may still have 
killed the deal. The two firms have differ- 
ent salary and pension 
schemes. This is not 
something to worry 
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greatly the strategists sitting in New York 
and Chicago, but which does make a great 
deal of difference to the lone partner in 
Dunstable or Jakarta. 

Given the mess Andersen and pw have 
made of a deal that at least looked good on 
paper, what hope is there for the other big 
accountant mergers? Deloitte Haskins & 
Sells is still talking to Touche Ross. Ernst 
& Young (the married name for Ernst & 
Whinney’s liaison with Arthur Young) 
has already lost Ernst & Whinney’s Cana-. 
dian practice to the world’s biggest ac- 
counting group, KPMG—itself a 1987 
merger between Peat Marwick Mitchell 
and KMG Thomson McLintock which lost 
1096 of its clients in the process. 

Like many other service industries, ac- 
countants need to be big enough to serve 
clients around the world. All the biggest 
auditors are well past that mark. There i: 
precious little evidence of one of the 
smaller "big" accountants like Coopers 
& Lybrand losing business to KPMG be- 
cause it was not big enough. Like advertis- 
ing agencies and merchant banks before 
them, the accountants still have — , 
to prove that, being EU s 
still bigger really is | 34442 
also better for the cli- j 
ents. e 
























































ritish venture capital 


Local heroes 


RITAIN'S venture-capital companies 
have become myopic. They barely have 
to look beyond the end of their noses to in- 

est in management buy-outs; so they have 
poured millions of pounds into these, and 
all but given up on lending to fledgling 
firms. Here is an opportunity for those pre- 
_ pared to take the long view. Local-authority 
pension funds seem ready to grasp it. They 
-have as much as £3 billion ($4.8 billion) to 
invest in new companies, according to the 
"Pensions Investment Resource Centre 
(PIRC), an independent research outfit. 
. As traditional venture-capital funds be- 
come larger and the average size of each in- 
vestment continues to grow, so. fewer are 
-< willing to invest the small sums of money 
-and the large amount of time necessary to 
nurture new ideas. Last year only 10% of the 
£1.4 billion invested by members of the Brit- 
“ish Venture Capital Association. (BvCA) 
-; went into start-up and early-stage projects. 
ust.over half of the total went into manage- 
“ment buy-outs and buy-ins. The problem, 
< say venture capitalists, is that the City’s ob- 
session with short-termism means that they 
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cannot afford to wait for results. 

Not all fiduciary money is so impatient. 
In a survey earlier this year which covered 
local-authority pension funds. together 
worth more than £20 billion—ie, 80 of the 
96 local-authority pension funds in Eng-. 
land, Wales and Scotland—the PIRC discov- 
ered that 7596 of these had venture-capital 
investments totalling about £180m. More- 
over, the funds said that they had already 
earmarked a further: £476m for future 
projects. 3 

That is good news for companies in the 
north of Britain that have been neglected by 
London-based fund: managers. Investors in 
Industry. (3i), jointly owned by Britain's 
clearing banks and the Bank of England, is 
one of the few that has ventured north of 
Watford. Its investments outside the south- 
east nearly trebled between 1984 and 1988 
and now stand at about £220m. The glut of 
funds in the south-east may. explain why 
only one in five local-authority pension 
funds in the region invests in venture capi- 
tal, whereas nearly all pension funds in the 
midlands and the north-west do so. 


While most of these funds have put 
money into venture capital because of the 
high rates of return on offer and to diversify 
their portfolios, most of them have also tried 
to target their investments regionally. The 
Strathclyde Regional Council’s £2.4 billion 
pension fund is planning to allocate about 


< £60m to venture-capital investments, « 


fifth in Scotland. . 

Although most of the pension funds will 
not consider investments below £100,000 
(the BVCA average is £660,000), some local 
authorities are willing to stump up smaller 
amounts. The neighbouring authorities of 
Warwickshire County Council and Coven- 
try City Council have both set up venture- 
capital funds of £200,000 each to dole out 


“cash in.chunks of £25,000-50,000 to firms 


with between ten and 200 employees. In the 
: case of start-ups, applicants have to find at 
least half of their finance elsewhere. 
Willlocal-authority pension funds make 
a mint on their venture-capital investments? 
Sceptics should take a look at the record of 
the South Yorkshire Pensions Authority. A 
£500,000 investment in.1981 in a then un- 
quoted company called Yorkshire Televi- 
sion is worth more than £4.5m now. Per- 
haps the dusty men in the dusty Town Hall 
could teach City whizz-kids a thing or two. 






















Í _ MANAGED CURRENCY FUND Ñ) 
| We understand the ins and 


of international 
currencies 


here is one type of cash investment available which no 
serious investor should ignore — the Managed 
Currency Fund. 
Guinness Flight pioneered this type of fund in 1980. The 
Fund invests in a carefully selected 'basket' of the world's 
major currencies which changes over time to reflect the Man- 
agers' views about the prospects for individual currencies. 
As these move up and down against each other, profit 
opportunities arise. And — unlike equities ~ currencies can’t 
all go down together; as one falls, another must rise. 
In addition to the opportunities from currency movements, 
your money earns wholesale money market rates of 
interest on deposit in the various currencies. 
Good interest rates and opportunities for profit. 


Solid Performance 


13-3% in 
18-2% in £ 
14-4% in DM 


. This table shows the average annualised compound 
growth* achieved by shares in the Fund, measured in three 
of the world's major currencies. In all cases, these are sub- 
stantially greater than the returns which could have been 
achieved on short-term deposits in any single currency over 
the same period. 










Investors are reminded that past performance is not a guide 
to future returns and that the value of investments and the 
income from them may fall as well as rise. 
"Average annualised compound growth of accumulation 
shares since launch, 23.5.80 to 31.8.89. Increase in share 
price, same period: 219% in US$, 372% in £, 248% in DM. 
Over last 5 years, 1.9.84 to 31.8.89: 129% in US$, 88% in £, 
53% in DM. All statistics on an offer to offer price basis. 
Source: Managers' published daily prices. 
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To find out more about how an investment in our Managed 
Currency Fund could give your portfolio an added dimen- 
sion, complete the coupon below. 
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GUINNESS FLIGHT - 
FUND MANAGERS (GUERNSEY) LIMITED 


P.O. Box 250, La Plaiderie, St Peter Port, Guernsey, Channel Islands 
Telephone: (0481) 710404 or Telex: 4191284 GFFUND G 


Please send me a Prospectus and Scheme Particulars for 
Guinness Flight International Fund Limited 
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Country 
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zd you would also like to be contacted by a representative of Guinness Flight who can assist you 
with all aspects of Guinness Flight Funds, please enter your telephone number below. 


MCF0411 


This advertisement has been issued with the approval of Cuitiness Managenietit: 
member of IMRO and LAUTRO and the investment adviser to Guinne: Flight International Fund Limited 
Guernsey Al Authorised Fund and UK Recognised Collective Investment Sehen 
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_ gradually being acknowledged by sceptical 
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.. bond issues or bridge loans. 
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Best of a breed 


_ proaches merchant bank- 








Morgan Stanley 


, 


NEW YORK 


Throughout the 1980s Morgan Stanley has bucked the trend on Wall 
Street. It has remained profitable and kept most of its senior staff. How? 


a 


(CYVER the past seven years Morgan 
T Stanley, a New York investment bank, 


- has averaged a return on equity of 31%— 
. twice that of its rivals, and more than twice 


the stockmarket average. Its consistency in a 
business as cyclical as investment banking is 


investors. Yet Morgan Stanley's shares sell 
on a price/earnings ratio half that of the 
stockmarket average. The discrepancy re- 


4 flects lingering worry about the vulnerability 


of the investment bank's earnings to an eco- 
nomic downturn. Critics say that Morgan 
Stanley has become too dependent on one 
bit of investment banking—investing in and 
lending to leveraged buy- 
outs (LBOs). 

Morgan Stanley ap- 


ing primarily as an inves- 

tor. It seeks to ally its 

interests as far as possible 

with those of its fellow in- 
 vestors in the firm's two 
LBO funds. It has conse- 
quently remained selective 
about doing merchant- 
banking deals as an agent 
just for fee income. Investors 
tend to be more rigorous in 
their credit analysis than are 
mere underwriters of junk- 


The firm decided to start investing its 
‘own capital in LBOs in 1985, shortly before it 
-went public. It has made investments in 
about 40 industrial companies at a cost of 


.. $230m. The market value of this portfolio is 


now more than $900m. Huge capital gains 
have already been realised. In 1988 Morgan 
Stanley made almost $160m before tax in 
profit from sales of merchant-banking in- 
vestments. As the general partner of its two 
LBO funds, Morgan Stanley receives 20% of 
the portfolio's net gains. With an invest- 
ment of $215m in its second LBO fund of 
$2.25 billion, it gets roughly 1596 of the 
other 8096. 

Morgan Stanley is more than a canny in- 
vestor. To its capital gains must be added 
sundry fees produced by LBOs. Morgan 
Stanley earns advisory investment-banking 
fees on each transaction it invests in, plus 
fees underwriting junk bonds sold to finance 
the LBOs. In addition, it usually gets the cor- 
porate-finance business of the firm being 
bought out. lts investment-management 
arm generally wins the contract to manage 
the pension fund. It earns a 1% “‘organiser’s 
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fee" for each LBO successfully completed, 
plus the annual 296 management fee Mor- 
gan Stanley charges fellow investors in its 
LBO funds. Merchant banking may have 
contributed one-third of Morgan Stanley's 
1988 pre-tax profit of $635m. 

Despite such profits, merchant banking 
has not skewed the way the firm is run. In- 
vestment banking is a fluid business where 
profitability can change suddenly. Last 
year's boom business can become this year's 
dog. Morgan Stanley's 1985 annual report 
played up "The Year Of Equities". Last year 
the firm's American institutional equity 
business barely broke even. Next year mer- 
chant banking may not. 

Morgan Stanley's president, Mr Rich- 


Share price 
end month 


Bernard proposes, Fisher disposes 


ard Fisher, and the man who runs the firm, 
recalls that the "single best thing" Morgan 
Stanley ever did was to abolish its interna- 
tional division in the late 1970s, telling all 
those running a business that they were re- 
sponsible for it worldwide. One result is that 
Morgan Stanley has been more successful 
than any other leading Wall Street rival in 
building profitable operations in both Lon- 
don and Tokyo. 

Within this large global organisation, 
there are only 40 professionals employed full 
time in merchant banking. The chief mer- 
chant banker, Mr Donald Brennan, a for- 
mer industrialist, is not an executive direc- 
tor of the investment bank, although he sits 
on the 15-man management committee. 

Morgan Stanley's tighter management 
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structure means that it need not pander to 
its big-profit producers. However, Morgan 
Stanley is not averse to taking more profit 
out of LBOs that are performing robustly. By 
the end of 1989 it will have refinanced four 
of its existing LBO investments—Burlington 
Industries, Container Corporation, Essex 
Group and Silgan. 

By encouraging the companies to take 
on more debt, Morgan Stanley can enhance 
potential returns and also pay out dividends 
to investors. The higher debts are supported 
by a better than expected improvement in 
the four companies’ earnings. Mr Brennan 
says the four investments will this year pay 
dividends of around $900m to investors, 
Morgan Stanley included. These investors 
will retain virtually the same equity stakes in 
all four companies. 

Although merchant banking has been 
the star performer, Morgan Stanley has nor 
ignored other businesses. Two example 
the end of 1988 Morgan Stanley surpris. 
its rivals when it told 4096 of its domestic 

institutional clients that 
it was moving them to its 
individualinvestor de- 
partment. The reason was 
simple and hard-nosed. 
These clients were not 
paying enough in commis- 
sion to justify a full institu- 
tional service which, for in- 
stance, allowed them to 
question Morgan Stanley’s 
analysts. 

More recently, Morgan 
Stanley showed willingness 
to break ranks and change 
the way business is done in 
another loss-leader business: 
the underwriting of new Eu- 
robond issues. In an attempt to end the beg- 
gar-thy-neighbour practice of selling bonde 
at a loss, Morgan Stanley formed an Arr 
can-style syndicate on a New Zealand gov- 
ernment issue insisting that the bond be 
properly priced and that its co-managers not 
sell it for less than they paid for it. 

Morgan Stanley’s ability to plan ahead 
is shown in its technological capacity. Ten 
years ago the firm decided to invest in a 
multi-currency, multiproduct computer 
program, because it wanted to be a trader of 
securities worldwide. As a result, the entire 
investment bank operates on a common 
database, which can be used to trade and 
settle virtually any kind of securities transac- 
tion in any market in the world. While most 
of its competitors are still spending lots of 
money to reach that goal, Morgan Stanley's 
strategic planner, Mr Lewis Bernard, is now 
adapting this core technology to build a new 
global-custody and clearing business. The 
bank hopes to make as much money from 
this as it does from investment 
management. 








THE ECONOMIST SEPTEMBER 


vage: 








SCIENCE AND TECHNOLOGY 














The secret life of cold fusion 


©! PALO ALTO, CALIFORNIA, AND CAMBRIDGE, MASSACHUSETTS 


: Cold fusion dinppeaied from the E pubbe 


e field 


scientists are still working on it. 


blic Sx with striking speed, but many 


frustrates and demoralises those 


who want easy certainties. At the same time it provides a fascinating exam- 
ple of the sort of chaos from which scientific certainties are born 


4X months ago cold fusion burst upon 
he world. Three months ago it had van- 
1 from sight. The popular wisdom is 
that nothing was demonstrated except 
credulousness and sloppy experimental 
technique. However, a coterie of scientists, 
respected experimenters among them, stub- 
" bornly insist that cold fusion happens, and 
that it generates energy—albeit sporadically 
and in unpredictable amounts. Be it gullibil- 
ity on a grand scale, a violation of the laws of 
« nuclear physics, or deviant chemistry, the 
.^"cold. fusion" phenomenon still needs 
: explaining. 
The number of laboratories involved 
*. has. shrunk since the heady days of April. 
Many teams ran out of patience and money, 
| -yet believers and some sceptics struggle on. 
-A dozen or so groups say that their appa- 
«ratus produces energy. Some have found tri- 
tium, a heavy type of hydrogen that is pro- 
- duced by nuclear reactions, and some have 
_ spotted radiation. Others have come up 
3 with lots of Teasons to doubt whether any- 







Whatever the outcome—and it may not 
be known for years—the dispute has be- 
come a classic scientific controversy. Theo- 
ries, reputations and money are at stake. Sci- 
entific fact has become elusive; for 
fusioneers, faith is essential. Every claim 
they make can be questioned, yet every 
doubt cast on them can, it seems, be 
shrugged off. Everything is still to play for. 


The story so far 


On March 23rd Dr Stanley Pons, of the 
University of Utah, and Dr Martin 
Fleischmann, of Southampton University, 
held a press conference to unveil a new 
source of energy. They were both respected 
practitioners of electrochemistry, the study 
of chemical reactions driven by electric cur- 
rents. Their apparatus seemed childishly 
simple; a Utah fusion cell is little more than 
a test tube fitted with two electrodes, one of 
them made from the rare metal palladium. 
The test tube contains heavy water. Where 
normal water has atoms of hydrogen, heavy 
water has deuterium, a heavier form of the 


element. x 
The deuterium is the crux of the m 
Dr Pons and Dr Fleischmann claimed | 
pairs of deuterium nuclei inside or on 
surface of the palladium. were joinii 
gether to make heavier nuclei. This fus 
process is well known to give off energy. 
drives stars and hydrogen bombs. But it: 
mally requires the nuclei, which repel e 
other, to be brought together with 
force. The Utah claim caused uproar: 
cause Dr Pons and Dr Fleischmann claime 
to be seeing fusion with un-energetic, room- 
temperature nuclei—hence "cold fusion!’ 
lt was clear that Utahn cold fusion 
broke the laws of physics. Breaking laws is 
the way to find better ones; it’s fun to boot 
Within days, the best physics laboratorie 
the world—as well as the second-best, an 
quite probably some that are no good. 
all—were trying their own experiments, 
were the world’s electrochemists. Early ex- 
perimental confirmations amounted: to | 
tle, especially since some were quickly fol 
lowed by retractions, which of course fuelli 
scepticism. Dr Pons and Dr Fleischmann 
grew reticent, and unhelpful to sceptics. 
Much of the early research was free- 
lance, with money and equipment siphoned 
off from other projects. After a few months, 
many part-time fusioneers had to get back to 
the jobs they are paid for. Some new sources 
of money have since opened up. In Americ: 
the Electrical Power Research Institu 
which raises money from the energy indus- 
try, has allocated $800,000 to research this 
year. According to Mr Bindi Chexal, a pro- 
gramme manager who oversees the insti 
tute's fusion budget, $2m will be available 
next year. The state of Utah, flushed wit 
local pride, has put about $5m aside for ! 
sion research. Japan has set up an 80-strong 
fusion. research institute. India is devoti 
the resources of two of its national labora- 
tories to fusion research. There are- similar 
programmes in other third-world countries. 
Meanwhile corporations have been keeping 
a close eye on. what is going on. Scientist: 
from America's General Electric have been 
frequently spotted around the University: 
Utah. Some are visiting Dr Pons this week. 












































Alarums and excursions 


The people still working on the problem— 
the hard-core fusioneers—have reached a 
degree of consensus. They believe that fu 
sion cells can behave in more than one way. 
They can give off tiny amounts of tritium 
and a few neutrons, but no heat; they: can 
give out steady heat for a few days; ori 
can give off intense bursts of heat. 
The first sort of behaviour, prodi 
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ithout-energy, was identified by Dr Ste- 

n Jones of Brigham Young University, 
also in Utah. Similar effects have been seen 
in numerous laboratories, including Los 
Alamos National Laboratory in New Mex- 
ico. No explanation for them is universally 
accepted, but nor is anyone unduly worried 
by them. If this was the only sort of cold fu- 
sion on offer it would be a minor scientific 








































































<> It is the phenomena that involve energy 
that arouse passions. In some laboratories, 
cells give off energy (in the form of heat) 10- 
5096 faster than energy is put into them (in 
the form of electric current). Laboratories at 
Texas A&M University, Stanford in Califor- 
Utah, Florida, Minnesota, Tennessee, 
Ttaly and in India have claimed this sort of 
sult, to cite the most prominent. 
The third type of fusion is the “heat ex- 
cursion". After weeks at a steady level, the 
ell's temperature suddenly climbs to hith- 
erto unapproached heights, stays there for 
hours or maybe a day, and then returns to 
rmal. This sort of day-trip fusion has been 
en mostly by the two independent groups 
in Utah. Heat excursions have an energy 
yutput up to ten times the energy input. 
ey stop as suddenly as they start. Nobody 
nows why. 
c: As well as heat, there is tritium, another 
tpe of heavy hydrogen. Two groups at 
exas A&M University, one led by Dr John 
Bockris and the other by Dr Kevin Wolf, 
have detected tritium in fusion cells. With 
ritium and heat, one can construct an argu- 
ment. If heat is being produced, it must 
come from somewhere. The same is true of 
tritium, which is radioactive and shortlived, 
and thus rare. À deuterium fusion reaction 
can produce heat and tritium, so it offers a 
simple explanation of the facts. Unfortu- 
nately it does not explain all the facts, it con- 
tradicts some other facts, and to accept it 
you must junk large amounts of atomic 
physics that have been gospel 
for 50 years. 
5: It may be easier to get rid 
of the facts than try and make 
sense of them. There is little 
doubt that people are measur- 
g tritium; but it is possible 
at there is tritium in the pal- 
ladium before the experiment 
starts. Dr Wolf is now doing 
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Test-tube fusion cell" 








experiments that carefully compare the tri- 
tium in the electrodes before and after. 

In the case of the heat there are some 
who do not believe it exists at all. The trou- 
ble lies in calorimetry, the measurement of 
heat. Everyone used to think calorimetry 
was straightforward. Now that so much rests 
on it, scientists have rediscovered its 
awkwardnesses. Dr Nathan Lewis of the 
California Institute of Technology has 
looked at some of them. The most funda- 
mental is the calibration of the equipment. 
Since the amount of liquid can change as 
some bubbles away, the relationship be- 
tween heat and temperature can change. 
The ramifications of this simple point make 
heat output hard to measure. The 
fusioneers’ tendency to leave their cells 
open to the air makes matters still worse. 
According to Dr Lewis, no one who uses 
sealed cells has reported seeing heat. 

Dr Walter Myerhof, also of Stanford, 
has tried to work out error margins for fu- 
sion-cell calorimetry. He concluded that it is 
reliable only to within 15-20% of the value 
of a given reading; enough to account for 
the constant low-level heat output measured 
by many laboratories. What then about the 
large energy output during heat excursions? 
Dr Lewis points out that such short-lived 
phenomena could be due to fluctuations in 
the chemical conditions of the experiment. 
The fusioneers admit that large quantities of 
heat sometimes get produced by such 
things, but claim to distinguish between 
these and "genuine" excursions. 

Dr Lewis insists that no groups have 
properly shown a net output of heat over 
the entire length of an experiment. Remem- 
ber, the cells have usually been absorbing 
electrical energy for long periods before giv- 
ing out a burst of heat. They may be hoard- 
ing the energy away piecemeal, and then let- 
ting it all out at once. The technical term for 
a device that stores and releases electro- 

chemical energy is not "fusion 
. It is “battery”. 
Palladium In response, fusioneers 
electrode claim safety in numbers. They 
argue that, though errors can 
creep into any set of measure- 
ments, the chances are remote 
that a dozen different labora- 
tories, using various types of 
calorimeter, should all be mak- 


ing the same mistakes all the time. They also 
point out that heat does.not seem to be gen- 
erated when deuterium is substituted by or- 
dinary hydrogen. Everyone agrees that fu- 
sion is inconceivable without deuterium. 

One thing that would help convince 
outsiders would be a fusion cell that per- 
formed on demand. At present, the cells are 
capricious; their unpredictability fuels 
doubts and prolongs investigations. One of 
the problems the fusioneers have had is that 
their experiments last far longer than the 
media’s attention span. 

According to Dr Savarian Guruswamy, 
who works with Dr Milton Wadsworth's 
team in Utah, a typical cell will see a heat 
excursion once or twice every couple of 
months. In one six-week experiment, six 
cells produced heat once and one of them 
twice. Dr Bockris's group at Texas A&M saw 
low-level heat in four out of eight cells over 
three months. All 12 cells alongside pi 
duced tritium. Dr Glen Schoessow at tur 
University of Florida claims to have seen 
low-level fusion in one cell for 32 consecu- 
tive days. It was still giving out heat as this 
page went to press. 


The trouble with tritium 


The debate over facts takes place on the 
fusioneers’ home ground; they control the 
laboratories. It may end with the gradual ad- 
mission of systematic errors, or with the 
development of cells that can be made to 
start and stop working on command. Even 
then they will need some theoretical frame- 
work if they are to convince outsiders. That 
could mean forcing electrochemists to make 
room for new chemistry. But if they are to 
prove nuclear fusion is going on, it will mean 
fighting on the critics’ home ground: theo- 
retical physics. 

Physicists find cold fusion doubly im- 
possible; impossible because of what d-=- 
happen, and impossible because of w 
does not happen. When two deuterium nu- 
clei fuse in the sun, they produce either a 
tritium nucleus and a proton, or a rare type 
of helium and a neutron (see diagram). The- 
ory predicts that both helium and tritium 
should be produced in roughly equal 
amounts. Thus, besides tritium, researchers 
should be able to detect light helium, neu- 
trons, and X-rays given off by fast protons. 
They do not. 

In one particularly damning experiment 
Dr Michael Solomon, a physicist at Utah, 
set up detectors in Dr Pons's laboratory. 
They ran continuously for six weeks, with 
the exceptíon of a 24-hour hiatus when the 
university was struck by lightning. Ar the 
end of the six weeks, Dr Solomon had seen 
nothing, though the cells had been produc- 
ing a little heat. Dr Pons told him that there 
had in fact been one heat excursion. It had 
taken place the day the detectors had been 
out of commission. Scientists who know Dr 
Pons and Dr Solomon say that relations be- 
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tween the two have soured. 

There is a little hope for fusioneers. The 
belief that tritium and helium should be 
produced in equal amounts stems from ex- 
perience with nuclei free to collide at ran- 
dom. If the reaction takes place inside the 
palladium, as most fusioneers believe, then 
one set of products might possibly be fa- 
voured over another because the atoms in 
solid palladium are aligned in a particular 
way. Research by Dr Wolf and Dr P.K. 
lyengar of the Bhabha Institute in Bombay 
suggests that this might be so. Indepen- 
dently, both groups measured that a fusion 
cell produces about ten million times as 
much tritium as helium. Their close agree- 
ment is far from conclusive. It is intriguing. 

Dr Wolf calculates that if the Utahn 
cells were producing tritium at the same rate 
as his Texan cells, then the energy given off 
would account for the low-level heat seen by 
Dr Pons. Unfortunately the levels of tritium 
measured by Dr Pons are thousands of times 
lower than those measured by Dr Wolf, and 
by the team led by his colleague Dr Bockris. 
To make a dent in the physicists' disbelief, 
they need to find similar tritium levels in 
cells producing similar amounts of heat. 
They also need to demonstrate the relation 
between heat production, tritium and he- 
lium production, and radiation—the sort of 
correlation that Dr Solomon could not find 
in Dr Pons's laboratory. 

There is a further theoretical problem 
with tritium. Theory predicts that the tri- 
tium created in deuterium fusion comes 
away from the reaction with a great deal of 
the energy that has been released. In fact, it 
has so much energy that it should react with 
any other deuterium nuclei it comes across. 
This second reaction would, in turn, pro- 
duce its own characteristic products. None 
has been seen. Dr Wolf has calculated that if 
such a secondary reaction is to be avoided, 
then the tritium must be dumping the en- 
ergy as soon as it gets it—but how and 
where, no one has the least idea. 


Clashing by night 

Suppose the fusioneers are wrong, and the 
heat comes not from nuclear fusion, but 
from a chemical reaction. How does that ex- 
planation stand up? None too well. 

The obvious chemical reaction to in- 
voke is one between oxygen and deuterium. 
The electric current in the cell tears heavy- 
water molecules into their constituent deu- 
terium and oxygen atoms, which takes en- 
ergy. If those atoms then recombine to make 
water, they will release energy. So the heat 
might be explained by deuterium and oxy- 
gen recombining. 

However, fusion cells can produce a lot 
of heat. After one of Dr Pons' heat excur- 
sions, his rough calculations—too rough to 
be accepted by his critics as reliable— 
showed that the cell had produced 8m joules 


of energy, enough to light one bar of an elec- 
108 


tric fire for a little under two hours. That 
much energy might have been produced if 
all the water molecules broken apart had re- 
combined. But an electrochemist would ex- 
pect no more than 3-5% of the separated ox- 
ygen and deuterium to recombine: not 
nearly enough. Dr Pons concluded that 
there must have been a net production of 
heat from the experiment—either due to a 
nuclear process, or some chemical reaction 
other than recombination. It would help his 
point if his calculations were more 
thorough. 

Just as nuclear reactions leave tell-tale 
products, so do chemical ones, in the form 
of new molecules. Yet there have been no 
chemical changes measured in the palla- 
dium electrodes or the heavy water. In one 
experiment, Dr Bockris's group passed a 
small electrical current through the palla- 
dium to see if its resistance changed when 





A simple experiment 


energy was produced. A chemical change 
should cause a change in the resistance. 
None was found. Others have examined 
their electrodes under electron microscopes 
to see whether the fine details of their struc- 
ture have changed, and found nothing. 

There is no intrinsic reason to prefer 
unknown chemistry to unknown physics as 
an explanation, and neither is satisfactory. 
Therein lies a good reason to reject the heat 
measurements: it is more sensible to reject 
sporadic and dubious readings than to reject 
well-established theories. Were it not for the 
presence of tritium the fusioneers would 
probably have given up. 

Many laboratories have done so already, 
unable to find a thing. But absence of evi- 
dence is not evidence of absence, and nega- 
tive results are as open to doubt as any oth- 
ers. Take Britain's Harwell Laboratory. 
Little work on tritium could be done there 
because the source of the heavy water was a 


nuclear reactor, which means it was inev- 
itably contaminated by tritium. Some peo- 
ple at Harwell have told the fusioneers that 
they did see some heat and some neutrons 
but that the readings were low and unreli- 
able. To those who desire certainty, that is 
not enough. Yet those working on new phe- 
nomena find it notoriously difficult to pro- 
duce statistically significant work. And with- 
out statistical significance, it is hard to get 
novelty into scientific journals. 

One team claims to have the results the 
world is waiting for. Dr Glen Schoessow and 
Dr John Wethington, two elderly scientists 
doing their research in the University of 
Florida's nuclear engineering department, 
say they can switch cold fusion on and off at 
will and control the amount of heat pro- 
duced. Furthermore Dr Schoessow says that 
he has detected tritium, neutrons, and 
gamma radiation. He has not been able to 
match the rate of production of fusion 
products to the rate of heat generation. 

The two scientists and their patent law- 
yers are playing things close to their chests. 
Their laboratory is barred to prying eyes; 
they give few details about their work. Some 
who have seen the experiment are im- 
pressed. They report the intriguing detail 
that Dr Schoessow uses button-shaped elec- 
trodes unlike those of any other fusioneer. 
But a fusion group downstairs in the same 
building has disowned the two scientists. 


Is nothing sacred? 

When it was unleashed on the world cold 
fusion was described as simple. It depended 
on tried and tested techniques. Measuring 
neutrons and radiation, while not easy, is 
bread and butter to nuclear physicists. Calo- 
rimetry and electrochemistry were old tame 
disciplines. Yet even the most standard sci- 
entific procedure is open to objection when 
a new phenomenon is at play. All experi- 
menters have their own style, their o 
ways of doing things. When there is no con- 
troversy such differences matter not a bit. 
Controversy makes everything open to 
question. 

The niceties of measurement, normally 
taken as read by all concerned, become vital. 
They are scrutinised, and scrutiny brings to 
light complexities normally taken for 
granted, which in abnormal circumstances 
become matters of pressing concern. Only 
someone with hard-won experience can de- 
fend all the details of his calorimetry, or his 
electrochemistry, or his nuclear physics. No- 
one can defend all three, since there has 
never before been reason to master all three. 
So there is indefinite room for special plead- 
ing in the gaps between the disciplines. Only 
time can bring a unified expertise, and the 
hindsight to explain the erroneous results 
with which the field is doubtless littered. 
What, if anything, will survive that scrutiny 
must remain to be seen. 
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A hothouse of uncertainty 


GLOBAL WARMING. By Stephen Schneider. Sierra Club Books; 317 pages; $18.95 


MONG scientists, Stephen Schneider 
has a reputation for arrogance. But this 
book carries a humble message. Scientists, 
he says, have a duty to try and sort out the 
science of the greenhouse effect and how it 
ill change the world. But they must take off 
1eir lab coats and put on civvies before 
proffering solutions. They certainly should 
not step forward to assert that “as a scientist 
I think we should...” 

Mr Schneider is the most prominent of 
a new generation of scientists, graduating at 
the beginning of the 1970s, who decided to 
make climatic change and the greenhouse 
effect their life’s work. Since then, he has 
busily cultivated the media and Capitol Hill; 
Senator Tim Wirth calls him “the world’s 
leading expert on global warming”. Largely 
because of this, he has made enemies among 
scientists. “I decided there are probably two 
safe ways for a scientist to deal with the 
press; not at all or a lot," Mr Schneider 
writes. He chose the latter and, a decade and 
a half later, he gets his message across with 
force and conviction. 

"Global Warming" was written in four 
months in response to the clamour last sum- 
mer that followed claims by another mem- 

r of the greenhouse generation, Jim Han- 
‘sen, that that summer's drought in the 
United States was “99% certain" to have 
been caused by the greenhouse effect. The 
book comes in three parts. The first is a pot- 
ted science of the greenhouse effect, its 
causes and likely effects. This is concise, 
though unoriginal. What is most remark- 
able, for a scientist seeking to persuade poli- 
ticians to live up to the challenges of what he 
calls "the greenhouse century", is how 
much space Mr Schneider gives to the great 
uncertainties in current prognoses for the 
planet. The common wisdom is that in 50 
years, if matters continue as they are, cur- 
rent temperatures will go up by an average 
of 3-4°C. But it is not inconceivable that the 
planet could bounce back from warming 
into a sudden ice age; and Mr Schneider 
would give you mean odds if you wanted to 
bet on Britain cooling as the rest of the 
world warmed. 

In his final chapters Mr Schneider talks 
as a citizen, concerned at the prospect of a 
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Don't bank on it 


new American dustbowl, a mutant breed of 
tropical super-storms, worldwide flooding 
and the familiar panoply of likely symptoms 
of the greenhouse effect. He has two central 
theses. The first is that the role of scientists 
in public policy is and should remain lim- 
ited. Scientists should say, dispassionately, 
what they believe they know and, equally 
important, what they do not know. What 
they must never do is use the mystique of 
science as a cover to push their favoured, 
and inevitably value-laden, solutions. The 
values should come from society, not 
scientists. 

Second, says Mr Schneider, society has 
a stark choice. Presented with a series of ifs 
and maybes from scientists about the green- 
house effect, it can put the issue into the 
pending tray and put scientists away for the 
decade or two it will take them to improve 
their forecasts substantially. Or society can 
take out an insurance policy, preferably one 
with attractive spin-off benefits: investment 








































in energy-efficiency programmes, for. exam 
ple. Nobody will doubt that Mr 
would like to take out the insurance ; 
but his real contribution is to underline th 
"whether our present knowledge is suff 
cient for major political action or the uncer 
tainties are enough to delay action is 
value choice that society must make." — — 
Mr Schneider appears to share the view 
all too common in Washington, that no 
body else matters much. Senator Al Gore 
merits 16 references in the index, while 
China gets two. The book's occasional for- 
ays into the international sphere are 
blinkered. His brief account of how the 
United States delegates were the good guys. 
at the negotiation of the Montreal Pro 
on saving the ozone layer in 1987, for ir 
stance, will not accord with the views ol 
many outside the American delegation. His 
four-page look at how the world should fol- 
low up the Montreal Protocol with the in- 
comparably harder task of formulating a 
convention on climate change barely 
scratches the surface of a topic that should 
be at the heart of this book. 
During the Reagan years, 
Schneider's political contributions 
clearly been limited to domestic shouting 
from the sidelines. But the world b 
needs people like him in the international: 
arena. His next book, one hopes, will be less. 
“what I told the senators”, and more "as. k 
told President Gorbachev . . . " ^ 


British politics 


Benn's ear 


AGAINST THE Tipe: Diaries 1973-76. By 
Tony Benn. Hutchinson; 754 pages; £20 


OR anyone with the smallest interest in. 

British politics, the third volume of 
Tony Benn's diaries makes compelling read- 
ing. Unlike so many self-justifying and 
gid political memoirs, the diaries are 
enthusiastic and quite unpompous. Tryi 
in 1976 to convince the cabinet that it 
should take a socialist solution to the eco- 
nomic crisis, Mr Benn remarked: “If you are 
in a lifeboat with a loaf of bread, you can 
either auction it or ration it." He quotes Jim 
Callaghan's reply: ' ‘I would have thought 
you should eat it. f 

Mr Benn’s comments on his political 
colleagues are frank but never deliberately 
nasty. Harold Wilson, under whom Mr 
Benn served, gets little respect, but with Mr 
Callaghan things were different. There were 
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endless private talks at Downing Street, 
most of them fully chronicled in diaries, and 
Mr Callaghan showed great kindness and 
patience while he tried to accommodate an 
increasingly restive Mr Benn. Others get a 
chillier notice. "Neil Kinnock is not a sub- 
stantial figure", Mr Benn wrote in 1976. 
“He is a media figure really; | have suspected 
it for some time and he knows I know it." 
The volume is dominated by the eco- 
nomic disaster that faced Mr Callaghan's 
cabinet in the autumn of 1976. Mr Benn 
fought hard and vainly for his strategy of im- 
port controls and job creation against the 
deflation and deep public-spending cuts 
with which the chancellor, Denis Healey, 
sought to pacify the mr. The almost verba- 
tim account of the December cabinet meet- 
ings at which this battle was fought is far 
more detailed than anything that will 
emerge when the official version comes out 
in 2006, and it bears remarkable witness to 
Mr Benn’s talents as a contemporary histo- 
rian. It is almost as if—perish the thought— 
he had had the help of the little recording 
machine that he admits using during par- 





Stockmarket crashes 


Age of unreason 


1929: THE YEAR OF THE GREAT CRASH. By 
William Klingaman. Harper & Row; 393 
pages; $22.50 


IXTY years ago next month New York's 

stockmarket crashed, launching first 
America and then the world into the Great 
Depression of the 1930s. The question that 
has haunted the public mind ever since— 
can it happen again?—received a resound- 
ingly affirmative reply in October 1987, 
when, led once again by New York, world 
stockmarkets plunged even faster and 
deeper than in 1929. For a variety of rea- 
sons, the 1987 market crash did not produce 
a repeat of the Great Depression. Maybe the 
next one could. 

Those who cannot stomach such an 
idea will find this an uncomfortable book. 
William Klingaman’s vivid account portrays 
1929 as the end of an increasingly manic era. 
Millions of working Americans went on a 
spending, borrowing and buying binge. 
Whole industries sprang up to meet their ap- 
petites. Expectations soared. Not merely the 
laws of economics seemed to have been sus- 
pended, but the rules of common sense. Pro- 
hibition encouraged even normally law- 
abiding citizens to flout the law, and anyone 
counselling restraint was branded a spoil- 
sport. It all sounds rather like the drug-in- 
fested, debt-ridden America of 1989. 

Mr Klingaman’s tale is an engrossing 
one. By the beginning of 1929, the stock- 
market's rise looked unstoppable. With ev- 
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liamentary debates. 

Mr Benn is, of course, breaking the old 
Official Secrets Act with nearly every page 
of the diary. He and Michael Foot strenu- 
ously resisted a Downing Street directive 
begging them to sign an undertaking to clear 
with the cabinet office any future publica- 
tion of their experiences as ministers. Ironi- 
cally the new Official Secrets Act, which is 
not yet in force, would not make such dia- 
ries illegal; national security would plainly 
not be imperilled by accounts of 13-year-old 
cabinet wranglings. 

Part of the fascination of these diaries is 
what they reveal about people who are still 
in political life. The fourth volume, already 
started, will cover the end of the Labour 
government after the winter of discontent 
and the first years of Margaret Thatcher's 
reign. This was the period when Mr Benn 
was fighting his old colleague, Mr Foot, then 
the new party leader, to ensure that a future 
Labour government did not once again have 
to abandon its socialism in the face of eco- 
nomic difficulty. It is a lesson he is still trying 
to teach the Labour movement. 





“A Tense Moment" 


eryone buying on margin (ie, with borrowed 
money) and share prices climbing each day, 
it seemed impossible not to make money. 
Millions of small investors leapt into the 
market. Manufacturing companies pre- 
ferred lending to brokers at high interest 
rates, fuelling more margin sales, rather 
than investing in factories. Banks joined in- 
sider-trading pools and then hawked securi- 
ties to an eager public. The press cheered. 
Belatedly, the Federal Reserve Board 
early in 1929 tried to apply a brake with 
tighter money and modest rises in interest 
rates. Its efforts were mocked. When the 
market finally began to totter in late sum- 
mer, the great and good of Wall Street and 
Washington desperately talked it back up 





again until the final, sickening series of col- 
lapses in October. Few understood the full 
implications of the crash at the time. Nearly 
all commentators (including this newspa- 
per) described it as a welcome correction 
and predicted that America would soon re- 
gain its confidence. It did not. 

Not many emerge from the tale with 
honour. Presidents Calvin Coolidge and 
Herbert Hoover displayed in equal measure 
an almost criminal lack of imagination and 
competence. Sheer greed drove characters 
as different as Groucho Marx and a visiting 
Winston Churchill to gamble away most of 
their wealth. Even Bernard Baruch, a finan- 
cier who had cleverly made money out of 
earlier stockmarket panics and whose 
favourite book was the nineteenth-century 
classic “Extraordinary Popular Delusions 
and the Madness of Crowds”’, lost millions. 
After advising his friends to get out of the 
market, he then succumbed to temptatic 
himself. 

Another market collapse might not re- 
sult in economic disaster. Affluence is more 
widespread, governments are more willing 
to intervene, and safeguards have been in- 
stalled since 1929 to halt banking panics like 
those that followed the great crash. And yet, 
peering over the abyss of free-falling stock- 
markets two years ago, not many people 
were cocksure enough to predict that disas- 
ter was impossible. Mr Klingaman provides 
a warning, and a delicious shiver of Scha- 


denfreude. 


— 





Modern Europe 


The grand design 


ARCHITECT OF EUROPEAN UNITY: MEMOIRS 
1911-1986. By Robert Marjolin. Weidenfel 
& Nicolson; 457 pages; £18.95 


OBERT MARJOLIN is a name that will 
ring bells in many people's minds but 
come into focus in few of them. Intellec- 
tually too honest either to be a forceful poli- 
tician or to have the unreasonable convic- 
tions that take men to fame, he remained an 
eminence grise in postwar Europe. Yet he 
was one of the founders of the French sys- 
tem of economic planning, a prime co-ordi- 
nator of the Marshall Plan, one of the archi- 
tects of the European Community and one 
of its first vice-presidents. 

His memoirs were abruptly ended by his 
death in 1986, which is tantalisingly sad. He 
missed the surprising lurch forward in the 
evolution of the EC that was unleashed by 
the 1992 campaign. In turn, readers miss 
what Marjolin would have made of the 1992 
mixture, and in particular of the hazardous 
way a renewed effort to define and attain 
economic and monetary union has been 
stirred into it. He would have brought two 
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illustrations and frontispieces 
perfectly reproduced from the rare 


First Editions. 


Leather-bound reproductions of the rare First Editions. 
---------------- 


The Wonderful Wizard of Oz, The Marvelous Land of Oz 
& Ozma of Oz. 


The Wonderful Wizard of Oz is a cul- 
tural treasure acclaimed and prized 
throughout the world. Together with 
its two best loved sequels, The Marvel- 
ous Land of Oz and Ozma of Oz, The 
Wonderful Wizard of Oz, has thrilled 
generations since first published in 
1900. It is still the most popular chil- 
dren’s story of the 20th century! 


Facsimiles of Rare First Editions 
With Their Acclaimed Illustrations. 


Now, in a unique Special Edition, The 
Easton Press proudly presents the 
most finely crafted Oz volumes ever 
created. Each volume is a precise rep- 
lica — what bibliophiles call an “exact 
facsimile” — of the original Oz book. 
Every page, including the magnificent 
full-color illustrations of W.W. Den- 
slow and J.R. Neill, is perfectly repro- 
duced from the unusually rare First 
Editions. 


The Most Luxurious Edition 
in History. 
Each book is fully bound in supple gen- 
uine leather, and accented with pre- 
cious 22kt gold on the spine. Covers 
deeply embossed with the original Oz 
designs, and gilded, acid-free pages 
are just some of the sumptuous fea- 
tures of this true collector’s edition — 
certain to be treasured for generations. 


Easy No Risk Acquisition Plan. 


Until now the First Editions have been 
very hard to locate and very expensive 
to acquire, but now, and for a limited 
time, exact reproductions are avail- 
able exclusively from The Easton 
Press. This collection will not be sold 
in book stores. Acquisition, though, is 
very convenient: you may pay in three 
equal monthly installments. And 
there's no risk. If you are not satisfied, 
you may return your edition upon 
receipt for a full refund. Order today! 
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Satisfaction 
Guaranteed 


The Easton Press 
47 Richards Avenue 
Norwalk, CT 06857 
Call Toll-Free: 1-800-367-4534 
Please send me three volume set(s) of 
The Wizard of Oz Collection. I understand the 
rice is $39.45 per volume (plus shipping and 

fandling). If not satisfied, I may return them 
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Name PLEASE PRINT CLEARLY = 
Address 

City 

Signature ! All ordern subject to acceptance 


C Charge each of 3 equal monthly install- 
ments of $40.95*, per set, to my credit card 
VISA 


-] MasterCard C] American Express C Diners Club 





Credit Card No Exp. Date 

C I prefer not to use a credit card and will pay 
by check. Enclosed is my deposit of $40.95*, 
per set. I will pay the remaining balance in 
two monthly installments of $40.95* each, 
per set 


*[ncludes shipping and handling. CT residents pay 
$44.23 and TN residents pay $44.12 to include sales tax 
155-405 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| State/Zip 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


Allow 8-10 weeks for shipment 


Asia/Pacific Market 


Demo 1990-2000 
Projections of the population size 
evelopments in 
{Pacific countries 










This report shows you — quickly, clearly, 
visually — where opportunities for your 
products are waiting in the world’s most 
dynamic region. 

It does so by demographic facts, 
trends, and forecasts, broken down by 15 age 
groups through the year 2000. 


Instead of going through stacks of books 
;;and reports and plodding through mountains 
|- of statistics, you get the vital demographic facts 
“and forecasts you need, in one source, at a 
glance. 


4 Good Reasons Why You: Need 
This Report 


At helps you make better-informed 
‘decisions about the market potential for 
your products. The report shows the 
current and future sizes not only of total 
country populations, but also — key to 
market planners — of 15 different age 
groups. 

.2.. It enables you to assess the relative size 
<: and importance of different markets in 
Asia/Pacific. Each individual country 
<> section follows exactly the same outline, 
making it easy to compare statistics and 
trends. Discrepancies amofig different 
countries’ systems of compiling and 
presenting demographic data have been 
ironed out. 


. It covers the entire region in one handy 
= volume. It is an indispensable reference 

* and planning tool you can't afford to miss 
. - compatible data for 28 countries in one 
easy-to-use source. 


` 4, It saves you time and money. You need 
vv to spend only a tiny fraction of what it 
would cost you to gather all this 
information yourself. And you can save 
many days of plodding through stacks of 
reference books and mountains of statistics 
and putting the data into a form that's 
relevant for business. 













Specifications 
* 86 pages 

* Published in April 1989 
* Price: US$225 


To order, simply attach your business 
card to a photocopy of this advertisement, 
&nd send them to 
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Business International Ltd. 
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Annual Reports 
Just Published 


Latin American Monitor’s Annual 
Reports on Brazil. Mexico, Venezuela 
and Argentina are the most compre- 
hensive and up-to-date surveys on 
the region's four key economies. 
Running to over 100 pages, each 
report provides the very latest 
market intelligence for businessmen, 
bankers and diplomats. 







































Each Annual Report contains: 


Œ Forecasts & Analysis — in- 
depth commentary and analysis of 
key politica! and economic develop- 
ments, plus forecasts — changes in 
policy, economic indicators, foreign 
trade, market prospects, spending 
plans and projects. 






































® Risk Assessment — An expert 
review of political stability, examining 
in detail the current administration, 
labour. the armed forces and poli- 
tical parties. 














399 Economic Data - Over 40 
statistical tables and graphs covering 
the economy, finance, industry, 
markets, trade and investment. 


















3*9 Guarantee of Quality — We 
guarantee high standards. If any of 
our reports fail to meet expectations, 
payment will be refunded in full. 
providing reports are returned within 
7 days. 


£120 (USS195) per report 
£420 (USS690) for set of 4 



























Phone Richard Londesborough on 

01-870 9748 to place your order . 
or fax it on 01-870 9740. 

Write to: Latin American Monitor Ltd. 

370 Old York Road, London SW18 ISP 














Latin American Monitor, launched 
five years ago. serves the information 
needs of banks, businesses, govern- 
ments and 
research cen- 
tres in more 
than 80 coun- 
tries around 
the world. 































artmouth 


Publishing Company 


Guide to the 1989 General 
B t of the Commission of 
the European Communities and: 


Other Community Institutions 


Edited by Michael O'Hagan 

The only comprehensive guide available - all 
you need to know to access £8.5 billion of — 
contracts, subsidies, grants and loans. 
Indexed by subject, every page gives details 


of real opportunities for private and public 
sector organizations. 

Darim May 1989 224 pages 
Hardback 1855210436 £65.00 
Dictionary of the African Left 
Donald |. Ray 

Lists and Boreas Tie va oni forma 
of the yin 
Hardback 1 = 014 2 -288 pages à 


EDWARD ELGAR. 
PUBLISHING - 


Management and Labour in 
Europe 


Christel Lane 
"It breaks new ground in providing a 





S m aon a ee oote 
ichard K. Brown, ssor of Sociology, 
Univ of Durham 

1989 336 pages 


Edward A 

780584 £35.00 
Please mail lo: THE ECONOMISTS’ BOOKSHO" 
Clare Market, Portugal Straat, London WC2A 24 


Mark number of copies required beside each title 
MA OT DM SON Md TOP M MM 





Cost of books f: 
Postage: (1 book £1.95 « 75p 
foreach additonal book 








Regisraton (£1.10 if required) — € 





TOTAL £ 
Condes my choque payable The Economia 
Bookshop 


T Please send ma a protona invoice 
O Please charge my Access/American Express/ 











_ THE 
ECONOMISTS 
ETIA 








BOOKS AND ARTS - 





strengths to bear here—the clearness of his 
thinking, and experience of the history of 
the Community that would have heard all 
today’s arguments about Europe and sover- 
eignty many times before. 
ese memoirs are a consolation prize 
for those missed strengths. They remind the 
reader how in 1956, while the Treaty of 
Rome was being negotiated, the French 
were obsessed with the need for protection, 
economic planning and exchange controls, 
and saw the draft treaty as a frightening 
manifestation of nineteenth-century eco- 
nomic liberalism. All the more striking, 
then, that the French have exactly the same 
fears about 1992, but have so far suppressed 
them. The memoirs record, too, how the 
British have always limped behind the eco- 
nomic evolution of Europe: not just in join- 
ing the EC, but even in clinging to the sort of 
' "eral payments system between Euro- 
4 n countries that makes Comecon 
mocked today. 

Marjolin’s emergence as an Ameri- 
canophile French mandarin-economist was 
nicely timed. When the war ended there was 
a vast dearth in Europe, and a vast resource 
in America. What was needed was the imagi- 
nation and system to bring them together. 
Marjolin could match the predicament with 
a concept; people and politics scarcely ob- 
truded. That, at any rate, is how these mem- 
oirs read. In technically perfect prose, a 
young French socialist changes his eco- 
nomic thinking and gradually applies free- 
market vigour; but there are no passions, no 
plots and no villains. 

A more human Marjolin peeps out only 
at the end, in his moving synopsis of the fi- 
nal chapter that he never wrote: “I have 
worked a great deal . . . | started very low; I 
climbed very high (or fairly high) by an ef- 
fort of will . . . At first I did not understand 

` it was happening to me... Then for a 

e | fel very proud of my 

achievement . . . Now I don’t know." 





The second world war 
By air, by sea 


THe BATTLE OF BRITAN: A JuBiLeE His- 
TORY. By Richard Hough and Denis Rich- 
ards. Hodder & Stoughton; 413 pages; 
£16.95. To be published by Norton in No- 
vember; $29.95 

Business IN GREAT Waters: THE U-Boat 
Wars 1916-1945. By John Terraine. Leo 
Cooper; 841 pages; £19.50. Putnam; 
$42.95 


WO battles saved Britain from defeat in 
the second world war. The battle in the 
air in 1940 was decided within a matter of 


weeks, The campaign in the Atlantic contin- 
ued throughout the war, although it rose to 
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a decisive climax in the spring of 1943. In 
both, the margin between success and fail- 
ure was paper-thin. The RAF scored nothing 
more than a defensive victory in 1940. The 
Royal and allied navies, however, fought 
more than a defensive campaign: for, as 
John Terraine emphasises with characteris- 
tic robustness, they made an essential con- 
tribution to the strategic offensive of the 
western powers in ensuring the flow of men 
and equipment for the landings in the Medi- 
terranean and Normandy. 

In the Battle of Britain, the intelligence 
gathered through code-breaking was help- 
ful; in the Battle of the Atlantic, as Mr 
Terraine's outstanding analysis demon- 
strates, it was crucial. In both cases, how- 
ever, it was the ability of the British, so often 
disparaged as amateurs in war, to establish 
and maintain a system of control and com- 
mand that provided the key to victory. In- 
formation, gathered in the one instance 
from the radar screens and in the other from 
Bletchley Park, was processed, filtered and 
used to frame operational orders. There was 
little of the amateur about the way Keith 
Park commanded the fighters of 11 Group 


or the way Rodger Winn, a barrister in 
peacetime, outfoxed that great admiral, 
Dönitz. 

Both these histories are strong on the 
organisational skills displayed in these bat- 
tles, but the volume on the Battle of Britain 
is not of the same high quality as Mr 
Terraine’s. The joints between description 
and analysis are often awkward: and why, a 
year before the anniversary, is it called a “ju- 
bilee” history? A pre-emptive bid by the 
publishers, perhaps? The authors’ com- 
ments are, however, generally fair-minded 
and judicious: whether: they concern Hugh 
Dowding and Keith Park, or the tactical 
switch by the Luftwaffe from bombing the 
airfields and radar stations to bombing Lon- 
don, or the “big Wing" controversy associ- 
ated with that aggressive enthusiast, Doug- 
las Bader, and his machiavellian commander 
at 12 Group, Trafford Leigh-Mallory. 

Both books can be said to have got these 
years of continuous wartime anniversaries 
off to a good start. Unfortunately, as pub- 
lishers in their mimetic fashion rush out 
“marketable” rehashes of the fighting, it 
looks unlikely to last. 

— M 





Photography at 150 


To Parnassus 


B: STAGING one of the most exciting 
exhibitions seen in London for many 
years, the Royal Academy is making fine 
amends for its 150-year neglect of photogra- 
phy. Perhaps the Academy should not be 
blamed too much; photography, like ar- 
chitecture, suffers from its very 
omnipresence. The sheer ver- 
satility of the medium (every- 
thing from fashion magazines 
to X-rays, from family snaps to 
archaeological records) tends 
to inure people against it. Only 
a formal exhibition, perhaps, 
can shock the public into rec- 
ognising photography for the 
great art form it is; and, even 
then, there will be doubters. 
One Academician, startled by 
the contrast between this exhi- 
bition and the Academy's 
usual airy hangings of colour- 
filled canvasses, grumbled that 
the exhibits looked “like holes 
in the wall". 

The selectors' brief was no 
less than the whole history of 
the medium, from the simulta- 
neous but unconnected inven- 
tion in 1839 of two different 
techniques by Daguerre in 
France and Fox Talbot in Eng- 
land. They can hardly do more 
than scratch the surface; there 





is nothing, for example, by Karsh, Lichfield, 
Cecil Beaton or David Hockney. Yet the se- 
lectors’ policy of limiting the number of 
photographers represented, and giving a 
generous allotment to each, is a good one. 
The viewer is able to see what makes each 





By Julia Margaret Cameron, 1865 
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hotographer's work original, a first step to- 
wards recognising the artistry in it. 
X. For photography's first 50 years the me- 
ium remained strikingly dependent on 
painting, both for composition and for sub- 
ect-matter. Fenton's beautiful still lives of 
' fruit, or Robinson’s Pre-Raphaelite “Lady of 
Shalott"", both of 1860, still see the world 
through a painter's eyes. Fox Talbot, how- 
ever—who is shown to have been no mean 
photographer himself—seems to have 
grasped his invention’s artistic potential 
from the start. In one image, of a piece of 
ace in a leaf pattern, he has clearly under- 
stood photography’s power to make the fa- 
miliar look new. Indeed, comparing his pic- 
tures with the big, banal contemporary 
creations at the end of the show (the only 
sappointments in it), the viewer may won- 
der whether the art has progressed at all, or 
even whether progress itself is possible. 
Other art, after all—art not dependent on 
technology—is not required to “progress”. 
Walking round the exhibition, two 
principles quickly become clear. The first is 
the unimportance of colour. The colour 
prints on display, very few of them, look sur- 
prisingly shallow beside the black and white 
rity. Although the colour process has 
en available since 1904, to this day most 
photographers prefer the definition and 
sense of mass afforded by black and white. 
is preference for monochrome is the 
ost evident difference between the art of 
otography and that of painting (imagine a 
gallery full of black and white oil paintings). 
ith luck, the exhibition may convince cer- 
tain newspaper editors that to give their 
readers fuzzy colour pictures, merely be- 
cause they have the technology, is as unnec- 
essary as the barbaric practice of tinting clas- 
sic black and white films. 
‘Second, many beautiful photographs 
things that would not normally seem 
tiful at all. The photographer’s vision, 
] some luck, makes them so. Watkins's 
panorama of the Yosemite valley in 
Zalifornia is lovely, but so is Edward 
_ Weston's study of a green pepper. As Ray- 
. mond Moore, a photographer of British 
Scenes, put it in 1981, “Strive for [beauty] 
“directly and you miss it. Beauty is a by-prod- 
uct, which arrives without your knowing it." 
' This might hint at the medium's limitations. 
As Moore continues, "You can't have per- 
-fection or completion as with a painting, but 
this doesn’t stop some degree of 
^ communication,” 
Photography's acceptance as an art 
form remains painfully slow, especially when 
one considers the homage rendered to that 
relative stripling, cinema. Yet as the supplies 
of great paintings dwindle, more collectors 
may follow the Getty Museum's lead in col- 
lecting pho $: not just as the cultural 
sideline they. previously been, but as 
part of the great 
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American orchestras 


Sadly echoing 


DALLAS 


N SERIOUS music, the biggest, most ex- 

pensive gamble is a large new concert 
hall. Unsuccessful musical commissions can 
be safely ignored; defective or problematic 
concert halls live on for decades. Now Dal- 
las, alas, has such a new auditorium, the 
2,066 seat Eugene McDermott Hall in the 
Morton H. Meyerson Symphony Centre. 

Dallas certainly did not spare the talent, 
time or money. It hired I. M. Pei as its archi- 
tect and Russell Johnson, a noted acous- 
tician, as the designer. The hall took more 
than eight years to complete and cost over 
$100m. But acoustics remains a highly inex- 
act science and, 15 minutes into the first or- 
chestral warm-up, it was clear that the musi- 
cians’ sound was not projecting well from 
the shallow stage into the handsome audito- 
rium. In the opening-week performance of 
Verdi's "Requiem", conducted by Eduardo 
Mata, the orchestra’s veteran music direc- 
tor, the thunderous “Dies Irae” failed to 
shake the hall and the "Agnus Dei" pro- 
duced few tears. 

“There’s no such animal as acoustics 
that work for all the symphonic literature", 
explained Mr Johnson. But when Michael 
Gielen, the leading West German modern- 
ist, conducted for six seasons in the Cincin- 
nati Music Hall, the auditorium— built in 
the 1870s—made Berg and Webern sound 
as warm and rich as Berlioz and Wagner. So 
something, it seems, is wrong. Another 
problem faces the Dallas Symphony, too: 
how to deal with the financial hangover, es- 
pecially the $32m note co-signed by the city 
and the orchestra to cover the huge overrun 
in construction costs. 

The Dallas Symphony has had worse 
times. In 1974 financial troubles even 
caused it to suspend operations for a season. 
It revived in 1977, when Mr Mata came, and 
has now resumed recording on principal la- 
bels. In fact, the sound of the orchestra in its 
néw surroundings may soon be judged from 
the recording by Pro Arte Records of a live 
performance of Mahler's "Symphony No 
2”, to be released in December. The record- 
ing engineers will have to do their best. 

„Meanwhile, down south a space, Hous- 


© ton has had problems too. The orchestra is 


slightly larger and superior to the Dallas 





and not just in terms of longevity—although - 



















































Symphony but plays in an unflattering hall, 
opened in 1966. In 1955 it lured Leopold 
Stokowski to become its musical director. 
He remained for five and a half seasons, ap- 
parently putting the orchestra on the musi- 
cal map to stay. Unfortunately, his succes- 
sors—Sir John. Barbirolli, André Previn, 
Lawrence Foster and Sergiu Comissiona— 
did little to advance the orchestra’s distinc- 
tion. The present musical director, 
Christoph Eschenbach, internation 
known as a pianist, produced a first sea — 
of heavy, dull performances of the popuiar 
classics, suggesting that he is unlikely to lead 
the orchestra much higher in the national 
ratings. 

A musical desert it may no longer be, 
but in financial terms Texas still drags be- 
hind. The annual budget of the Dallas Sym- 
phony, slightly over $11m, is less than half 
that of the Cleveland Orchestra. Minimum 
annual salaries are about 1096 lower than at 
top American orchestras, where the average 
is about $50,000. This makes it harder not 
only to attract first-rate players, but also to 
keep them. As it is, from the Chicago Sym- 
phony to the east coast, the country's lead- 
ing orchestras include a disconcerting share 
of former Dallas and Houston musicians. 

Moving up into the nation’s top-ranked 
orchestras is, at best, a daunting task. In re- 
cent decades, only the Cleveland Orchestra 
(under George Szell's hard-driving tutelage 
from 1946 to his death in 1970) and ' 
Metropolitan Opera orchestra in New: 
(since the early 1970s under the masterful 
James Levine) have risen to that august level. 
The next aspirant will probably be Atlanta, 
where Yoel Levi, a gifted young conductor, 
has recently taken over a steadily developing 
orchestra. But the odds that face Dallas and 
Houston will confront Atlanta as well. The 
price of the best in serious music is high, and 
Atlanta may be neither willing nor able to 
pay it. 


^ 





Popular songs 


Hand on heart 


RVING BERLIN had no place in Ameri- 
can music, Jerome Kern said once; he 
was American music. Not quite right. Berlin 
was popular music, wherever it was heard on 
both sides of the Atlantic. He was unique, 
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not many other songwriters have lived to be 
101, and few songs written in 1907 (when 
Berlin wrote “Marie From Sunny Italy") are 
still in copyright. 

Berlin defined an image of America that 
needed an immigrant’s eye and ear to appre- 
ciate. Like a slum child suddenly given a 
country garden to play in, the man born in 
Siberia as Israel Baline loved everything 
around him and couldn’t stop saying so. 
“When The Midnight Choo-Choo Leaves 
For Alabam' ” (1907) gloried in his adopted 
country every bit as much as “God Bless 
America". That song, written in 1918 and 
resurrected in 1937, has been America's sec- 
ond national anthem ever since. 

Nobody captured the times in which he 
wrote quite so completely as did Berlin. “Al- 
exander's Ragtime Band", apparently age- 
less, was written 78 years ago. So far this 
year there have been 27 new recordings of 
the piece, several of them in Britain. He was 
working on songs until the last two years of 
his life, but it has been 20 years since he last 
offered one to his own publishing firm. The 
world had entered a rock age that he never 
understood, and its attitude to entertain- 
ment seemed indifferent to good taste. 


Glorying in his adopted land 


"| believe in giving the mob what it 
wants", he used to say. The “mob” wanted 
a good proportion of what he wrote, al- 
though when it was suggested that his 3,000 
songs represented more hits than anyone 





FFICIAL, but disconcerting: Gra- 

ham Greene, the uncontested run- 
ner for the title of Chief Catholic Writer 
in English, finds it hard to believe any 
longer in sin. Crime he doesn't mind; 
but the word sin "has got a kind of 
priestly tone." What about a sense of 
guilt? "I'd rather be without it." Satan? 
“I don't think so." Hell? "I never have 
believed." Heaven? “If it exists as an en- 
tity I can't visualise it in any way." 

Mr Greene was talking to John 
Cornwell for the latest issue of a Catho- 
lic weekly, the Tablet. The interview has 
caused a sensation, not least because Mr 
Greene also revealed that he lives in An- 
tibes to be near the married woman he 
loves, whose husband is “complaisant”. 
Mischievously aware of his standing in 
Catholic circles, Mr Greene has called 
himself an agnostic before, and has often 
said he doesn't think much of the 
present Pope. Readers of Norman Sher- 
ry's vast account of his first 30 years will 
also know already that his conversion to 
Catholicism was a shallow thing, done 
mostly to impress the woman he wanted 
to marry. What is new in the Cornwell 
interview is a sense of thoroughgoing 
struggle against disbelief, apparently 
growing more intense as Mr Greene gets 
older. 

He "usually" goes to Mass, often a 
private Mass said in Latin, as Evelyn 





Graham the Doubter 


Waugh used to like it. The liturgical 
changes are "irritating". He still con- 
fesses and takes communion, but mostly 
to please his priest. Before taking off in 
aeroplanes he says a Hail Mary, but 
"many people do, | think." He still prays 
at night, but mainly to be able to believe: 
“Tve always have a certain sympathy for 
Thomas the Doubter’’. In sum, his reli- 
gion is "a mystery which can't be 
destroyed . .. even by the Church." In 
other words, Mr Greene seems to be in 
the same state as many of the characters 
in his novels: disbelieving, battling 
against every theological detail, but un- 
able to cast Catholicism off. 

The depth of his difficulty can be seen 
in what he says of his friendly intellectual 
punch-bag, Freddie Ayer, a noted atheist 
as well as a philosopher. Ayer once told 
Mr Greene that if he gave him half an 
hour, he could convince him that there 
was absolutely nothing. Mr Greene 
never took him up on it. Ayer later had a 
near-death experience in which he saw 
"a great bright light", and hedged his 
bets slightly. "What puzzled me”, Mr 
Greene said to Mr Cornwell, “was how 
did he know whether he had seen his 
great bright light after his heart had 
stopped rather than before his heart had 
stopped? In any case, after the heart 
stops surely a certain consciousness re- 
mains in the brain." 
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else in history had achieved, he rasped 
“Yeah, but more flops too.” 

It was not just the "mob" in the audi 
ence who benefited from the Berlin output 
He could produce songs for individual per 
formers the way a bespoke tailor makes ; 
suit. When Al Jolson needed a song, Irvin: 
wrote for him the number that virtually be 
came his cri de coeur, "Let Me Sing And 
Am Happy”. For Fred Astaire there was th 
immortal “Top Hat, White Tie And Tails 
and “Let’s Face The Music And Dance’ 
Right songs appeared for right occasions 
“Easter Parade” for the holidays, and, fo 
presidents, “I like Ike”. 

In those days, songs had to be simple 
Berlin never had verses with "moon" an 
“June” in them, and long ago abandone 
rhyming "m" with “n”, but his songs wer 
usually effortless to phrase. It was difficult t 
go wrong with “I’m dreaming of a 
Christmas/With every Christmas « 
write". So difficult to go wrong that it is sa 
the most popular song ever written; ove 
300m records of it have been sold. Nc 
many sons of synagogue cantors could eve 
attempt to write a Christmas song. 

Berlin virtually created the modern poy 
ular song single-handed. “When I'm in low 
I write love songs”, he said. Almost ever 
thing he produced was a love song of sort 
whether it was "Always" which he ded 
cated to the wife with whom he eloped i 
1926, or "There's No Business Like Sho 
Business", his way of saying thank you t 
the trade that had made his fortune. By wri 
ing "God Bless America", Berlin was pr 
ducing a deep-felt paean to the country th: 
had given him what he would have said w: 
everything. It is a melody that still makes h 
fellow countrymen want to stand up an 
place their hands over their hearts. 

That, of course, was what he always di« 
Put his hand over his heart. 
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UN orthwestern University 


ellogg 


Graduate School of Management 


| Advanced Executive Program 


| Peer Learning. The most powerful learning environ- 
at, Kellogg believes, is one in which the common 
blems and decisions of general managers are ap- 
proached by participants with different perspectives. 
With this in mind, Northwestern University's Kellogg 
Graduate School of Management will be offering its 
four-week residential Advanced Executive Program 
twice in 1990 to senior executives from a broad range of 
management experience. 
Seventy-Sixth Session 
February 11—March 9 


Seventy-Seventh Session 
| June 17-July 13 
"The Best from the Best. A Program for Senior Exec- 
tives who have cross-functional or general manage- 
ment responsibilities, the Advanced Executive Program 
is taught by senior faculty members of Northwestern’s 
_ Kellogg School. Named the best U.S. business school 
- bv Business Week magazine, Kellogg offers managers 
best in executive education. 


_ Advanced Executive Program participants will gain an 
_ in-depth understanding of the economic and societal 
- forces that will shape their organizations’ future strate- 
E gies and performance. A solid grounding in techniques 
_ for strategy formulation. And the ability to design and 
-coordinate an organization's operations, structures, and 
processes for maximum support of the desired strategy. 


a For a brochure, contact 

Ux. Executive Programs 

Kellogg Kellogg Graduate School of Management 
Be Northwestern University 

James L. Allen Center 

Evanston, IL 60208-2800 

Phone 312-864-9270 

Fax 312-491-4323 

Telex 821564 


Sloan Fellowship 
Executive 
Programme 


Nine months intensive : 
development. Results that will last 
a lifetime. 


The Sloan Fellowship is conducted in Europe only: VER 
at London Business School. The other two centres 
are at Stanford and M.LT. in the USA. 

Whilst the programme covers the disciplines of 
a traditional one year MBA, there is considerable 
practical field work in Britain, Europe.and the 
USA, together with the opportunity for 
participants to examine the wider issues affecting 
business decisions. 

The ideal candidates are ambitious, already 
successful men and women in the 30-40 age range .. 
who are destined to be leaders within their chosen . 
organisations. This is a truly international 
management programme and it is likely that the 
majority of candidates will be sponsored by the 
organisation for which they work. 


Information Evenings 

The next programme runs from 24 September 
1990 to 28 June 1991. For those wishing to learn 
more about the Sloan Programme, a series of 
information evenings is held at which past and 
current sloans, as well as faculty can be met on an 
informal basis. 

For further details of the Programme and our 
next two information evenings on Monday, 
9 October and 27 November 1989, please telephone 
Kate Chalk, Registrar on 01-262 5050 (ext. 306). 


Please send me a Sloan Information Pack: 


Name........... s; 


The Sloan Programme, Loridon Business School, 
Sussex Place, Regent's Park, London, NW1 4SA, UK.: 
Tel: 01-262 5050. Fax: 01-724- 7875. Telex: 27461 











293 UNIVERSITY DEGREE 
For Life, Academic & Work Experience 

Degrees for people who want to be more effective and 
secure in their Jobs or Professions. 

Eam a BACHELOR'S MASTER'S. or DOCTORATE Degree by 
rer d Mb: A cometh. Waking, unt COUDES, 


gery 
BÜSINESS SHOU 
EVENING MBA 


Boost your career, without interrupting it. 


industry. We will assist you in completing your degree requirements 
without formal classes or seminars at your own pace and time. 

Send detailed résumé on work life and academic experience for a no 
“cost evaluation. : 


PACIFIC WESTERN UNIVERSITY 
en sep on er per ua 
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The Evening MBA has been carefully designed to avoid the 
career interruptions associated with doing a full-time course. 


The programme is geared to the City's key areas of concern — 
finance, banking and international management — giving the 
student access to the widest pool of business knowledge and 
developing analytical and strategic thinking. 

Our students benefit from lectures by successful 
businessmen, and have the immediate opportunity to apply 
their learning in real life business situations, 


Applek must have a good second class honours degree 
or the equivalent. Courses commence in February and 
September. For further information, please contact Debra 
Durston, Assistant Admissions Officer, at the City University 
Business School on 


01-920 0111, ext. 2238 
BEENA 


The Master's Programme in Management 


This full-time one-year MSc programme 
begins in October. The design of the 
programme follows the traditional MBA 
format in the foundation courses but 
differs in its intensity of specialisation. 
Graduates will be able to demonstrate 
competence in one of five areas: 

: Management of Innovation, Management 
of New Ventures, Management Science, $ 
Project Management and Finance. : 
Applicants should have an honours 
degree or acceptable equivalent and 
relevant work experience. For more 
information contact Dr R. V. Mallya, 
ext 7023. 


The Part-time Executive MBA Programme 


Airned at practising managers in the age 
range mid 20s to early 40s, this three-year 
programme is designed to enhance the 
managerial ability of those expecting to 
enter or newly appointed to, senior 
management positions. The programme 
begins in January and is taught over 
three residential weeks and 14 separate 
days each year. For more information 
contact Mr F.A.S. Francis, ext 7027. 

























S udy fora 


HOTEL CAREER 


in LONDON -STRASBOURG 
or SWITZERLAND 


LANGUAGE & HOTEL RECEPTION 


We offer a choice of three attractive locations for this 
2-semester course which will qualify you for immediate 
employment in the hotel industry OR for entry into our 

undergraduate program AND develop your language skills. 
Choose historic Wickham Court in Greater London OR 

Chateau Pourtales in beautiful Strasbourg OR our Hotel Europe 
in the heart of the Swiss Alps. Each centre has dedicated 
teachers experienced in hotel and restaurant operations. 


The Management School, Imperial College, 
53 Prince's Gate, London SW7 2PG. Tel. 
01-589 5111. 


* Admission with 10 years formal schooling 
* Language of instruction - English 
* Entry - January - September 
* Summer Courses 
* Residential accommodation 


INTERNATIONAL PROPERTY 















SPAIN COSTA DEL SOL 


EXCELLENT OPPORTUNITY 


A luxury villa in prime position with fantastic sea and mountain views. Two minutes from the village 
of Mijas, and 30 minutes from the Malaga Airport. 

Big entrance, lounge/dining room 85 square metres, study, big terrace, kitchen, laundry, maids 
room/bathroom own entrance. 


SCHILLER INTERNATIONAL UNIVERSITY 
3 bedrooms, 2 bathrooms, guestroom own entrance: 


ae 02 ines 51 o use COE T a oat à Swimming pool, double built in garage, alarm system. Plot 1,500 square metres, built 400 square 
:( 28 8484 Tix: 881 ax: 226 metres. ee 
(accredited member AICS, Washington DC, USA) Us" Aram Hand, Tok OST S04@04TO, Fax: AGIEES. Appartada Wij (Mala, Spain. Tl: 
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eee SEMINARS —  — 


FOUR INTENSIVE NETWORKING SEMINARS 


Led by Clive Hermann and Paul Christmas, both mast : 
in the art of simple explanation, to be held in London: | 


INTERCONNECTIVITY - 1-2 NOVEMBER 1989 - £595 + VAT di 
Computer networks should communicate and can. Interconnectivity deci- 
sions can make or break the performance of your system. This seminar. 
shows you how to analyse your system and make the right choices. 


UNDERSTANDING DATA COMMUNICATIONS > 20-21 NOVEMBER 1989. 
£595 + VAT No previous technical knowledge is needed for this 

thorough background in Data Communications. Using live demonstra- 
tions, this seminar covers methodologies, OSI, ISDN and future trends. 


EVALUATING AND IMPLEMENTING PC NETWORKS 

22-23 NOVEMBER 1989 - £595 + VAT The use of open and standard 
architectures now can enable true information sharing. This seminar 
shows you how to develop a successful network that will move into the 
future with you. 

STRATEGIC NETWORKS - 24 NOVEMBER 1989 - £295 + VAT P 
By the close of this seminar delegates will be better placed to ensure thà 
their business objectives are directly supported by an appropriate network | 
of information and communication systems. 
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"LEARN TO SPEAK FRENCH BY 
“TOTAL NATURAL IMMERSION 
with French participants for 7 . 
intensive days in the DORDOGNE 
/. Château LA VALOUZE 
J, L. Lefevre CIEL.BP.180 


24490 LA ROCHE CHALAIS, France 
Tel: 5391 44 28 

























IMPOSSIBLE TO SPEAK 
YOUR OWN LANGUAGE 


Total isolation from your own language is the surest way to progress in learning a foreign 
language. 
HOME LANGUAGE LESSONS, probably the most original, innovative, exciting and 
certainly the most effective language teaching organisation in the world guarantees this 
total isolation as you LIVE and STUDY in your teacher's horne. Learn English in the UK, 
USA, Malta and Australia; French in France; German in Germany; Spanish in Spain and 
Argentina; Italian in Italy; Portuguese in Portugal; Chinese in Taiwan AND from January 
1990 Russian in your teacher's home in Moscow and Leningrad. Write for details: 
HOME LANGUAGE LESSONS, Department, Ec, Reservations Office: 12-18 Royal 
Crescent, Ramsgate, Kent CT11 9PE, England. Tel: 0843 589853. Telex: 940 16388 
Home G. Fax: 0843 590300 or contact our regional offices: 
New York Tel: 662 1090 Rio Tel: 2245588 Buenos Aires Tel: 3112816 
Paris Tel: 48049997 Osaka Tel: 3445721 Frankfurt Tel: 293733 
Madrid Tel: 2596406 


The Complete 
Negotiator 




























iE NETWORE RESQUSCE CENTRE a 
For course brochure telephone Julie Barnes on 
01-871 2546 or FAX 01-871 3866 


The Network Resource Centre, 2 The Chapel 
Royal Victoria Patriotic Building, Fitzhugh Grove, London SW18 3SX 














Marketing Through 


Distributor Channels 


ONE DAY SEMINAR STRATEGY CLINIC FROM THE 
WORLD’S LEADING DISTRIBUTION CONSULTANTS 


London: 11 October — 7 November 






















Strategies, Tactics Ese, varia sei ied 

: rank Lynn is dedicated to help firms manage 
and Behaviour s for change and grow their markets. These one day 
Achieving Agreement clinics will provide direction on the design, 
A series of intensive 4-day interactive skill refinement and management of all aspects of 
development programmes to be held at: channel marketing programmes. 
1989 October 9-13 UK, The Spread Eagle Hotel, It aims to benefit marketing professionals and 
Miaharst, Waking cas id corporate planners in a variety of firms, but 
1990 January 29 February 2 UK. Spread Eagle Hotel, particularly those needing to implement 
Midhurst, West Sussex: multinational marketing strategies. In order for 





participants to gain the maximum help from the 
day, numbers are limited to 15 on each. 
Se a ee ee cay en ert ee ee ee ee E C Cost: £345.00 


Please send me details of The Complete Negotiator. At ee et ee lees ho eae eh eee 
To: Pauline Tracey, Programmes Administrator, Curzon Learning, Curzon House, To: Frank Lynn & Associates Limited, 2 Queen Anne's Gate Buildings 
20-24 Lonsdale Road, London NW6 6RD, England. Telephone (0)1-328 0161 Fax (OL 624 2278 London SW1 9BP. Telephone (0)1-222 9055. Fax (0)1-222 1436 


"Name - Position | Name 
Company | Company. 
Address. 


Fee: Europe $1,850; UK $1,800 + VAT — Leaders: Andrew Gottschalk, Mike Hartley-Brewer. 
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Frank Lynn & Associates Limited 






PPOINTMENTS 


TRANSROUTE 


A leading French motorway and highway engineering 
group is developing its activities in Europe, Asia and 
USA. 


We are looking for: 
Transport Economists 
Management Information System Specialists 
PPBS Specialists 
Computer Specialists 
Chartered Accountants/Financial Analysts 
Pavement Engineers (Pavement Management 
System) 
W Electronic Engineers (Toll System) 
< for several projects in Asia. 
Candidates will be assigned to different countries in 


Asia for missions varying from six months to three 
years. 


| Applicants should have a minimum of 10 years’ experi- 

ence, preferably in Asian countries. 
Please send detailed CV and remuneration require- 
ments to: 


TRANSROUTE (Ref GP) 

34 Avenue du Centre 
78180 Montigny le Bretonneux 
France 
Fax: (1)30 57 5027 


des Sciences Economiques 


.et Commerciales of Management 


ESSEC, a leading French Graduate Business 
School located in Paris, invites applications for 
faculty positions in the following areas: Accoun- 
ting and Control, Finance, Logistics, Mana- 
gement and Strategy, Marketing, Manage- 
ment information Systems, and Organi- 
zational Behavior. Candidates should have an 
earned doctoral degree or be in the final stage of 
completion. Proven research interest is required. 


Applications and resume should be sent to: 


Professor Jacky AKOKA 
Dean of Faculty 

ESSEC 

BP 105 

95021 Cergy Pontoise Cedex 
FRANCE 


GROUPE 





NUFFIELD COLLEGE 
OXFORD OX1 INF 


PRIZE 
RESEARCH 
FELLOWSHIPS 


Applications are invited from graduates wish- 
ing to undertake research in some aspect of 
Economics, Politics, Sociology (including some 


aspects of Social Psychology), Recent Econom- 
ic, Social or Political History, Industrial Rela- 
tions, Management Studies, Public and Social 
Administration, or international Relations. 
Candidates must be not more than five. years 


beyond first graduation or at a comparable f 


stage in their academic career. The Fellow- 
ships will be for three years subject to comple- 
tion of a doctorate in an approved period, and 
will provide accommodation and a salary or 


The Trustees of the HOUBLON- 
NORMAN FUND invite applications for 
a Research Fellowship, tenable at the 
Bank of England for the academic year 
1990-91; The appointment will be for 
full-time research on an economic or 
financial. topic of the candidate's 
choice. The Trustees are particularly 
anxious to. encourage younger appli- 
cants, although applications from es- 
tablished scholars are also sought. The 
award. will: be related to academic 
salary scales. Applicants normally resi- 
dent in the UK would be preferred, and 
should apply before 10 November 
1989. Details and application forms 
from the Secretary of the Fund, Miss J. 
V. Spaull, Economics Division, HO-4, 
Bank of Engiand, Threadneedie Street, 
London EC2R 8AH. 





grant. Particulars from the Admissions Secre- f 
tary. Applications by 28 October 1989. 


THE OPEN UNIVERSITY 
SCHOOL OF MANAGEMENT 


ESRC MANAGEMENT TEACHING 
FELLOWSHIP 


(Three year appointment) 


One ESRC Management Teaching Fellowship is available to Masters level graduates 
interested in a management teaching career specialising in. distance learning in 
Management Education. The Open University has a large range of eourses upon which more: 
than 18,000 managers and would-be managers participate. The Teaching Fellow would be 
expected to contribute to this work. 

In addition the Open University School of Management has an active research programme 
focusing upon five areas; organisation studies and human resource development, small 
business management, voluntary sector management, financial management and evaluation 
of distance education in management. The Fellow would be expected to participate in the 
research work of one of these groups. In appropriate circumstances registration for a PhD 
would be possible. 


Applications are invited for the Fellowship which is offered on the Research 1A scale 
(&10,458-&16,665 per annum, depending upon age and experience). 
Applicants should. contact: 
Mrs Maureen Leighton, School of M. ht, The Open University, 
1 Cofferidge , Stony Stratford, Milton Keynes MK11 1BY 
Telephone: 0908 261122, ext 257. 
Closing date for applications, 18 October 1989. 
Equal Opportunity is University Poliey. - 


edi 
Overseas Development Institute 


RESEARCH FELLOW 


OD! wishes to appoint an economist to its London-based research staff with 

interests in one or more of the following areas: 

a) direct private investment; 

b) aid policy and performance; 

C) economic policies of developing countries, including the fields of industry 
and welfare. 


Research economists with expertise in other areas relevant to policies of 
developing countries or to North-South relations may also apply, describing 
their particular research interests. 


Applicants shout have substantial research experience and familiarity with 
macro-economic issues in development. The successful candidate will be 
expected to develop specific areas of publishable research and also contribute 
to the current economic policy work of the institute, including some shorter- 
term research and writing assignments for ODI publications and for 
international institutions. 

Salaries equivalent to British university scales, probably Range H-HI 
(£17,022-£27,903). 

Application by cv naming two referees. Further details from the Executive 
Assistant to the Director, ODI, Regent's College, inner Circle, Regent's 
Park, London NW1 4NS. Telephone 01487 Wn. Fax 01-487 7590. Closing 
date 31 October, 1989. : 





APPOINTMENTS 


The Queen's University of 
Belfast RE 
TEMPORARY LECTURESHIP IN 
ECONOMICS Wi vr 

This is a two-year appointment for an 
economist with active research iner- 
ests and ability to teach mainstream 





economic principles, Informal enquiries 


may be made to Professor J. F. Spen- 







cer, telephone 0232 245133, ext 3289. 


Salary scale: £9,816-£12, 
mum at 27 or Over-£15,372, initia 
placing depending on. age and 
experience. "e c ok 
Further particulars (please quote ref. 
89/E) may be obtained. from the Por- 
sonnel Officer, The Queen's University 
of Belfast, Northern Ireland BT7 INN. 








Closing date: 12 October; 1989. The. 


. University is an. Equal Opportunity 
: Emeloyer, 















.— .. REGIONAL 
ADVISER ON 
TECHNOLOGY 
DEVELOPMENT 


<| The Economic and Social Com- 
| mission for Asia and the.Pacific 
J XESCAP) seeks a qualified person 
to serve as Regional Adviser on 
"Technology Transfer and Devel- 
| opment in the Division of Indus- 
“try, Human Settlements and 
‘| Technology. Under the direct su- 
“pervision of the Division Chief, 
the selected candidate will pro- 
* advisory services to member 
: ntries of ESCAP on promo- 
“tion of technology transfer and 
development. 
Advance. university degree in 
social sciences and/or technology 
related subjects with a back- 
ground of legal affairs are essen- 
| tial qualifications. PhD' in the 
"above fields would be an asset. 
Extensive experience in the field 
Of transfer of technology, con- 
» tractual and legal matters, as well 
as international commercial prac- 
| tices and negotiations are highly 
4] desirable. Proficiency in English 
J x Coins knowledge of oer 
A working language(s) is pref- 
erable. -Post open both to male. 
and female candidates. Initial ap- 
| pointment of one year starting 
741989 with possibility — of 
| extension. 
| Apply with curriculum vitae 
| and reference by 10 October 
| 1989 to Chief, Personnel Sec- 
| tion, Division of Administra- 
ion, ESCAP, United Nations 
Building, Rajdamnern 
.Bangkok 10200, 





































. Nairobi Attractive Package Company Car & House 


_ Joseph W. N. Nyagah, Managing Director, PO Box 19002, Nairobi, Kenya. 


KENYA AIRWAYS LIMITED 
NAIROBI 


ADVERTISEMENT FOR THE POSITION OF 
GENERAL MANAGER FINANCE 






Kenya Airways, the national airline of Kenya, seeks a General Manager Finance as part of i 
programme to strengthen its senior Management. ; 
The successful candidate will be a graduate with accounting and finance qualifications, aged 
between 40 and 50, with proven experience of at least 10 years in the fields of planning, 
budget and financial management of an international airline. 
Please apply in strict confidence, enclosing a detailed CV to: 





ASTON BUSINESS SCHOOL 


STRATEGIC MANAGEMENT AND POLICY — 
STUDIES DIVISION 


LECTURESHIPS IN BUSINESS 
AND INDUSTRIAL ECONOMICS 


(2 Posts) 


Two new posts are available within the Strategic Management and Policy Studies 
Division of the Aston Business School: 


This is a multi-disciplinary team engaged in research and teaching in the area of 
Strategic Management, with particular reference to Technological Innovation. 
Successful candidates will have a good first degree and doctorate. They will be 


expected to make both specialist and more general contributions to the teaching . 
of Strategic Management and Policy Studies across all undergraduate and post 
graduate programmes. They will be seeking active participation in present and 
future research programmes within the School. They will also discover an 
opportunity to publish in a situation in which R & D is given a priority in the 


allocation of time and resources. 


Terms of appointment 
Salaries within and up to the maximum of the range: 
£10,458 - £15,372 per annum (Lecturer Grade A) or 
£16,014 - £20,469 per annum (Lecturer Grade B). 


The appointment will be for a period of three years initially, with the possibility of. 
renewal or subsequent transfer to a continuing appointment. 


Application forms and Tel: 021-359 0870 (24 hour | 
further particulars may be answer-phone), quoting E 
obtained from the reference number 8928/26. 
Personnel Officer l 
(Academic Staff), Aston Closing date for the receipt 
University, Aston Triangle, of applications is 
Birmingham B4 7ET. 20th October, 1989. 








ASTON UNIVERSITY. 
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JUSINESS & PERS 


NEW YORK TIMES Sun. ed. on Mon. 
> » in London. Deliv. -- Subs. 0225 335 
torte. 378. 


2ND PASSPORT/DR LICENCES. Any 
country, various reports on how to 
Need a Top Secretary? obtain them. INI, 26 Kleomenous, Ath: 


ens 10675, Greece. 

Call (01)434-0030 n——— 
215-217 Oxford St London WIR 1AH.} CHARTERED MANAGEMENT 
ACCOUNTANT, London based, exten- 
sive industrial experience, undertakes 
cost effective business projects, re- 
search, UK representation and busi- 

ness services. Please fax/telephone Mr 
DIPLOMAT David Powell on 01-363 0808. 
HOTEL 


2 CHESHAM STREET START an Import/Export Agency. No 
BELGRAVIA capital or risk. immediate access to 
LONDON SW1X 8DT profits in world trade. FREE booklet. 
Tel: 01-235 1544 ON (C9) 55 Conntitution Strast, 
Telex: 926679 DIPLM TG nurg ach 


Fax: 235 1544 SHIRTS FOR THE CONNOISSE 
in exclusive Belgravia within walking Made to measure and hand cut f 
distance of Harrods. Provides unsur- fine fabrics. Details and free sample 
passed opportunity for super accom- materials from Seymours Shirts, Free- 


modation and full English breakfast at ord: 
exceptional value. post, Dept 29, Bradford BD! 1BR. 


Single bedroom from £49.95 + VAT BRAZIL—UK-based British business- 

Doubin/TwIn Tom E499 VAT man, ex-diplomat with Brazilian ‘per- 

WIAR EXEL : manencia' etc visits Brazil next in mid 

October. Undertakes commissions. 
Fax: UK 0293 83688. 


If you wish to buy an excellent 
property (farmhouse or manor) in 
Normandy, Perche or Touraine 
and wish for a personal guided 
tour over a weekend, plus a 
native to negotiate for you, look 
after your interests through all the 
legal procedures, why not contact 
me on 010-33-1-3451-4478. 


KNIGHTSBRIDGE 
-GREEN HOTEL 


NAURU BANK FOR SALE 

































Central Pacific. No experience re- 
quired. Bearer shares. No taxes. Full 
powers. US$7,500. Nauru Internation- 





Sarah Hodge Recruitment Consultants 


al Services, 16929 E. Enterprise 
Drive, Ste 201, Fountain Hills, AZ 
Bed USA far Fax: (602) 837-2643. Tel: 





WILLETT HOTEL 


32 Sloane Gardens 
London SW1W'8DJ 
Tel: 01-824 8415 
Fax: 01-824 8415 
Telex: 926678 
Small character town house off Sloane 
Square. All modern facilities. Full English 
breakfast inclusive of very modest rates. 


A LINBAR EXCLUSIVE HOTEL 





LONDON 


South Kensington 


Luxury fully furnished one and two bed 
flats in quiet cul-de-sac off Queens Gate. 


TIN 
COMPANIES 


Resident manager, direct dial telephones, 
video security and colour TV. Weekly 
rates from £266 to £560 plus VAT. 


FULL DETAILS: TEL 01-225 0184. FAX 
01-225 0280. TELEX 893095. 











“OVERSEAS POSITIONS. Hundreds of 
THE ;top-paying positions. All occupations. 
ECONOMIST Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
For information about of Mt Royal, Quebec, Canada H3P 
classified advertising | 307. 
contact 






HOW TO LEGALLY OBTAIN A 
SECOND FOREIGN PASSPORT 


A SECOND PASSPORT OFFERS MORE FREE- 
DOM, GREATER SECURITY AND INVEST- 
MENT OPPORTUNITIES AND CAN HELP TO 
SAVE TAXES. 

































US IMMIGRATION 







The exclusive PASSPORT REPORT is the 








" GOLIN FOSTER 



















OVERSEAS COMPANY most up-to-date guide on obtaining second Obtain US Immigration through pur- 
REGISTRATION AGENTS LTD. passports from legal sources easily, quickly Telephone: 01-839 7000 i i 
COMPANIES HOUSE and often cheaply {i not tree). Money back Fax: 01-839 4104 chase of secured and well-rewarding 






TOWER STREET Lors if not completely pleased 
RAMSEY £60 (US$100) + delivery. Airmail £10 
ISLE OF MAN P (US$17) extra or surface Mg rg" 
u from: Scope Books Ltd, Box 118, 
; TEE 1,000 1 USA) EE IF Murray Road, Horndean, Hants P08 9JL, UK. 
j ` Credit card orders by phone or fax ac- 
TEL: 0800 269900 cepted. Tel: (0705) 592255. Fax: (0705) 
0624 815544. 591975. Outside UK dial (international 
FAX 0624 815548 Code +44 705). 


real estate or opening of American 
branch companies, etc. ALL MAT- 
TERS HANDLED BY A LICENSED US 
ATTORNEY/PhD ECONOMIST. 


Contact: Edward P. Gallagher, Att 
ney-at-Law, PO Box 70302, Wa. 
ington, DC 20088 USA. Tel: (301) 
299-7269. Fax: (301) 983-3439. 


Telex: 24344 ECON G 




















Telephone: 212 541 5730 
Fax: (212) $41 9378 
Telex: 148393 

















BRITON'S INDEX OF 
INVESTMENT RESEARCH ANALYSTS 


A complete guide to investment research a naye in the UK covering 
410 industry sectors, 20 statistical reporting and 29 country sectors. 


Latest quarterly updated edition available from 20 September. Only from 


Briton & Caulton, 2 St Peter's Place, Canterbury, Kent CT1 2DB 
Telephone: 0227 452955 or Fax: 0227 463624 






One of Canada’: investment houses offers bank or first 
guaranteed investments ei a veement houses fr bon 3 Tet 


We are Feder) in the field of Investor-immigration in Canada. Confidentiality is 














C/O Mr Louis Leblanc Meer er ni MS eC Montrecd, Canada 
or 
Telephone 5I 4/879-5576 RASAI 
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FINANCIAL ADVISORS/BROKERS 


If you are a financial advisor or intermediary and would 
like to represent an offshore fund in a rapidly expanding 


A MAJOR FINANCIAL | 

| 

sector of the investment market, then we have a new l 
l 

i 

l 

l 

l 





BY A 
INSTITUTION 
product which will interest you. 


The opportunity to represent a (non-equity) fund offered by an established financial institution (assets in excess of $US7 billion, and a quoted company on 
the London International Stock Exchange), is now available. 


Commissions are highly attractive, furthermore you will receive the full support of a company with more than 100 years experience in the financial markets. 
Why not write today for full details. All enquiries will be treated in strict confidence. 

Just send your business card or a letter to: 

Box 3672, The Economist Newspaper Ltd, 25 St James's Street, London SW1A 1HG. 
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OUTPUT, DEMAND AND JOBS America's ane growth in the second quarter was revised down to 
0.696, trimming its 12-month growth rate to 3.0%. In the same quarter Japan's GNP fell 0.6%, 
though output remained 4.8% higher than a year ago; Britain's app fell 0.3% in the quarter. Italy is 
the only country in the table where unemployment is higher than a year ago: its jobless rate rose to 
16.6% in August. inthe same month French unemployment fell to 9.5%. Spain is still booming: its 
industrial production jumped 7.8% in the 12 months to June. 


















































| ECONOMIC AND FINANCIAL INDICATORS 











































COMMODITY PRICE IND 
Tea prices have j 
33% in six weeks, to a fou 
year high of more than 150 pence a k 
Lower-quality teas have shown the biggest 
prices rises, of more than 60% over the past 










































































Hourly wog rates in manufacturing except Australia, weekly earnings: Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
earnings: UK, monthly earnings for ail employees. 





i TAX BURDEN Most industrial countries 





































% change at annual rate year, while quality teas have risen by on 
industrial production &NP/GDP retail sales [volume] unemployment % rate | 5%. The main reason is reduced production 
3mthst — iyea — 3mihst 1year 3mthst — iyear latest year ago in virtually all the main growing areas. In the 

Amina +42 103 m 125 138975 Gs 1:357 58 us 79 first seven months of this year India's lea 
Belgium +55 +51 a na na +47 + 08 wi 106 ag’ 114 crop was 10% down on last year, while Sri 
Canada — £24 +07 w +06 +25 c — 03  -— 02» 74 ws 80 Lanka's was 20% down. Demand worldwide 
France + 82 +45 m F48 __+ 32 — 44 — * 11 o 95 a — 104 remains strong and stocks are low, having 
-W Germany - 20 — * 84 w +20 4 49 c 232  -— 02» 78 ay 88 been run down last year, Retail prices could 
Holland +62 +27 w +78 4 29 m * 48 ~ 0.2 re: 63 sa't — 67 feel the effect in the new year. The price of 
wy i: a "A TO + 3 z i m S = zs Deci ae 12 the tea itself constitutes about 40% of the 
japan ~ 0, +56 w -— B oo —37. 0 sun Ju ; n ; E 
Spain 4100 478 a na —— na — 92 + 97 mg 17.3 4 — 197 ae oer pts but as iiie a6 Ae 
Sweden ^ —143 nl x —-70  *29 +12 +27 im 15 ag" — 18 O , 
Witzerland —217 +18 a — — 34 4 14 a —188 t 15 t 05 aw’ — 07 
ik -27 -05 u  -—10 +22 m — 85  * 09 a 61 Ag 78 19055100 iw ma Lone 
USA X 22 +28 +25 i30 * 35 +38 w 52 a9 56 i 
Value index deflated by CPI, * * New series Dollar index = 2 
All items 1321 — 1308 — — 40 
PRICES AND WAGES The 12-month rate of growth in American wages increased to 4.0% in | Food. 1000 (— 999  * 07 
. August, but this still represents a real pay cut of 0.7%. The 12-month rise in wholesale prices | ‘ndustrials iaa UE oque ld 
slowed to 3.4% in Holland in July, and to 7.8% in Sweden in August, but rose to 4.396 in Spain in Hi ae i dy os ei 
July. Although consumer-price inflation seems to have peaked in most countries in the table, Metals des mm i04 L34 
everywhere it is higher than a year ago. Steringindex — : SUMUS 
* change at annual rate Alitems — — 1076 — 1034  — 62 -28 
consumer prices* wholesale prices* wages/earningst Food ..1.,e 790  —- 14 -— B6 
3mthst — _1 year 3 mthst 1 year .. S3mthst year — 
Australia 4103 — + 7.6 wy — 127 F74 om cA cw s e ume ius = = En 
Belgium +37 +30 m + 82 tT. — nil + 5.4 q* a = Tt E 
Canada t73 +52 mg  *04  *19 +23 + 47 m Mem 1488 1404 124 
France +37 t 34 m +89 ^ 850m Lo cod d i Aton 1078 — 1050 — 48 
W. Germany +17 + 29 Aw .. t 09 + 30 ag + 87 +437 ww Food ake Pom = 01 
Holland + 15 Eii a o o +24 +34 swo — HAS +14 m industrials ee ; 
italy +47 +67 m + 60 + 6.8 sn + 82 + 59 w" ^l 1338 1297 -77 
Japan +74 +30 m Lt 70 * 30 ag * 64 + 6.6 wi NaH 1129. 1118 —03 i 
Spain — +78 t 66 Aug c ch A E +43 et t 65 + 64 Ma à Metals 149.0 1426 —13 E acd 
Sweden + 44 * 63 A — + 20 + 7.8 hwy +82 + 7.0 m Gold — XE LE 
Switzerland +15 — * 30a  - 02 X 45 A 2157 — 36 n* — | goer oz 981.25 38275 417 
K +61 + 7.9 Aug m +43 + $8 Ag + 88 +93 w Crude oil North Sea Brent UT P ECCE 
IA Z + 43 + 4.7 Aw + 38 t 42 wg +14 + 4.0 Aw $ per barrel 17.85 1745 + 19 





$ Provisional $+ Non-food agriculturats 





have cut their income-tax rates in the 1980s, 
but the total burden of taxation (including 
social-security contributions) has risen from 
an unweighted average of 35% of cop in 
1980 to an estimated 39% in 1988. Only in 
one country, West Germany, did the total tax 
burden fall during that period. While taxes 
on income have fallen relative to coe in 
several countries, including America and 
Britain, this has been more than offset by 
higher indirect taxes and social-security 
payments. The biggest increases in tax 
revenues as a percentage of GDP were in 
Spain (from 2496 to 3396), Italy (from 3096 
lo 37%) and Sweden (from 49% to 56%), 
which tops the tax league. The least-taxed 
OECD country is Turkey (not shown on the 
chart) where taxes are only 23% of GDP. 






























ECONOMIC AND FINANCIAL INDICATORS 2 


m TRADE IN SERVICES World trade in | WORLD BOURSES Tokyo rose 2.8% in the week to a record high. Paris and Brussels also hit new 
rvices (eg, transport, travel, banking and | peaks. Wail Street fell 0.9% as central bankers pushed the dollar down. London was hit by worse- 
insurance) is only one-fifth the size of world | than-expected trade figures. Hongkong, this week’s star performer, gained 3.7%. 

trade in goods, but it has grown twice as fast | Stock price indices % Change on 

as merchandise trade in the 1980s. West sep26 — 199 m one record — 31/12/88. 
ermany has overtaken America as the high low week year high. mici nS 




















































































e currency 
orid’s biggest goods exporter, but America | aosa 1703.1 1781.8 14129 - 25 +102 261 +145 + 57 
still tops the league in services. Indeed, Belgium / 68053 68053 55193  - 18 4 298 nii 3223 4147t 
est Germany is only fourth in this league. | Canada 88010 40197 38508 +05 - 202 -47 3187] 31715 
y contrast, Germans’ lust for foreign holi- | France 548.9 5504 4179. ^ 18 4 481  -— 03 +821 +250 

days makes them the world's biggest import- | W.Germany ^ 20271 20521 15957 +09 ^ * 282 —-110 _ 4227 ^ 153 
Brs.of services. Japan's exports of services | Holland 2065 2105 166.7 -14 +317  - 19 +245 170 
account for only 11% of its total exports of | Hongkong ^ — 27254 ^  — 33096 2093.6 * 37 + 105 a Zato e a v 15 
goods and services. At the other extreme, | "ay — s ERR us IP RC Ho 4408 3 88 
i o in' Japan 354448 354448 901838 +28 + 28.9 ni 17 +3. 

: palin rie vi Eius in Singapore —— 13876 14205 10307 -08 +357 — — 78 ^ 936 +320 
N H ; South Africa 27440 2838.0 1961.0 +05 +624 -33 +404 +353} 
top 15 is South Korea, which has moved up | Spain 73286 328.9 268.6 344 73 2:0» Ot 4198 140 

from 27th place in 1970 to 15th. Sweden 420365 46603 3333.9  - 17  - 372 -91 +230 $168 
Switzerland 803.8 829.1 6131 —18 +423  —31 +331 +220 
UK 2336.1 24260 17828 2 -— 11 +22 — — 44 +303 +168 
USA "2663.9 2752.1 21446 —09 +279 —32 3228 . +228 

- : 7 {Converted at financial rate 


UE rn 
MONEY AND INTEREST RATES Short-term money-market rates increased in Europe. British rates 
rose one-quarter of a percentage point in the week, encouraging speculation about another rise in 
bank base rates. The fall in the dollar pushed up yields on American long-term government bonds. 












































Money supplyt interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

% rise on year ago Money market Commercial banks Bond __ Bond yields — . Eurocurrency — 

Narrow Broad Overnight 3 months Prime Deposits Gov't Govt Corporate Deposits Bonds 

[M1] lending 3months long-term 
Australia + 78 +298 m 18.00%" 18.02** ^ 2025** 1780**  1310** 1410** a 14.24 
Belgium +70 +69% 838 890 10.75 8.55 860 8.53 B94 8.60 
Canada + 36 +10.1 4, 1213 1228 1350 12.28 9.66 1038 12.00 10.14 
France — 4 55 +77 wn 9.49 991 1000 938 8.61 916 9.98 912 
W. Germany + 54 +58 w 695 745 8.50 678 720 7.20 750 706 
Holland +39 +13.3 m 7.06 770 975 770 729 763 788 7.36 
May +84 +98 w 1250 12.88 14.00 na 1187 1166 1250 1110 
Japan - 08 +90 m 534 492 488 204 521 549 569 — 535 
Spain +159 +148 us 1474 1492 1625 — 715 1268 1395 14.13 na 
Sweden na +64 m 1185 1180 1250 1167 1111 1183 11.63 1126 
Switzerland — 65 + 67 wm 750 778 850 7.00 5.30 5.99 775 565 
UK —— -61 173 4 1394 — 14.16 1500 — 1419 979 1049 1413 10.93 
USA — 06 + 41 am 900 87 1050 8.89 820 910 900 894 





Other key rates in London 3-mth Treasury Bills 13.4% 7-day Interbank 13.9%, clearing banks’ 7-day notice 4.0%. Eurodollar 
fates (Libor): 3 mths 9.1%, 6 mths 9.0%. 
{Mi except UK MO; M3 except Belgium, Holland, italy and Sweden M2, Japan M2 plus CDs, UK M4, an pe of interest Tales quoted available on request. 


Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Ly , Credit Lyonnais Bank Nederland, Svenska Handelsbanken, 
ANZ Bank, CSFB, The WEFA Group. These rates are indicative only and cannot be as offers by these o banks. last week's rates. 


RADE, EXCHANGE RATES AND RESERVES Following the meeting of the c7 in Washington, concerted intervention by central banks pushed the 
“dollar's trade-weighted value 2.4% lower on the week; it fell 2.5% against the yen and 3.2% against the D-mark. Britain's visible-trade deficit 
increased to $41.6 billion in the 12 months to August; its current-account deficit increased to a record $33.8 billion. Italy's trade deficit narrowed to 
$13.1 billion in the year to July. Sweden's trade surplus narrowed to $3.5 billion in the year to August. 
























































trade balanced current. trade-weighted$+ currency units per $ currency units foreign reservestt 
$bn account exchange rate $bn 
latest latest 12 balance $bn 
3 month months latest 12 mths latest year ago latest year ago per£ perSDR perecu July year ago 
Australia — 020 4 — — 35  — 149 a fa na 127 128 2.05 160. 138 . 127 128 
i +029 w + 11 + 32o 106.2 106.2 39.6 394 — 643 5058 434 10.1 86 
+087 w + 63 2131 æ 1050 1006 117 1.22 190 149 128 154 146 
— $37 mw - 69 -— 48 a 99.9 994 6.40 640 — 104 816 — 701 256 300 
+ 680 uw +747 + 834 w 134 — 1133 189 1.88 306 — 241 207 589 613 
— 008 wm + 45 + 59 c 1106 1106 243 2.12 346 270 234 183 — 147 
— 080 — — 131 Z BA « 995 963 1366 1400 2215 1741 — 1496 410 — 294 
+405 u +908 + TVA w 1379 1454 142 134 230 181 155 879 881 
— 280 we — — 261. — B1 m 1083 98.0 119 125 193 151 180 411 —— 339 
4031 tm + 35 — 81 in 963 957 6.45 6.45 105 8207.06 94 79 
"= 044 M — — 62 + 55 e 1070 109.5 1.64 1.59 266 209 ^ 178 213 280 
— 951 4. — 416 ~ 988 As 921 949 0.62 0.60 = 0.79 068 383 412 
2758 a  —116 . 128.4 m 70.1 69.2 = = 162 126. 109 524 %8 





(Mia Fes Canada, Japan. UK and USA imports fob, ‘exports fob. All others cif/tab. tł Bank of England index 1985 = 100 Now series. tt Exciuding gold. 
$ _ Remorse a Newspaper. ieee? y The Ecaniomiat Newspaper Lid., Londan, Fagina, ano pinan Si 
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The one hotel at the very centre of Manila's blossoming business district. With enough sparkle 


to be the most popular meeting place and the most prestigious place to do business. ( Ny?) 
The Mania Peninsula 
( RRA PENINSULA 
Wero Horns SRS E ROUF 


Preferred Hotels Worldwide Steigenberger Reservation Service 
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WITH TAKE-OVERS TH 
CHAMPAGNE AND A HANGOY 
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The success of a take-over doés not depend solely 
on the availability of the required funds. 

Which is why the ABN also acts as consultant to 
its clients during negotiations. Not only in the area of 
local regulations, but also with regard to unwritten laws 
and local business practices. 

Because only if all the parties involved show 
understanding for each other's situation, can an acquisi- 


NL 
» ek. 


tion be initiated at the right moment. And can unpleasas 
financial surprises be avoided, so that the acquisition ca 
ultimately be celebrated with champagne. 

The ABN has this capability thanks to its netwon 
of almost 1,000 offices spread over 44 countries. A networ 
that gives the ABN access to specialist knowledge of loca 
markets throughout the world. 

Which is why the ABN is able to hold its own will 


ARGENTINA, ARUBA, AUSTRALIA, AUSTRIA, BAHRAIN, BELGIUM, BRAZIL. BRITISH WEST INDIES, CANADA, CHANNEL ISLANDS, DENMARK, ECUADOR, FRANCE, GERMANY. GIBRALTAR GREAT BRIT/AN 
PAKISTAN, PANAMA, PARAGUAY, PEOPLE'S REPUBLIC OF CHINA, SAUDI ARABIA SINGAPORE, SPAIN, SRI LANKA, SURINAM, SWEDEN, SWITZERLAND TAIWAN, TURKEY, UNITED ARN 
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JFFERENCE BE [WEEN 
iS A MATTER OF MINUTES. 





ae world's major banks when it comes to advanced pro- This then is the firm foundation on which the ABN 

ucts and services. builds solid relationships with large numbers of interna- 

For day-to-day banking services such as electronic tional enterprises. Because a bank that knows the world, 
wanking and import and export payments, of course. automatically becomes known throughout the world. 


wut particularly also for specific projects, which may 
iun from leveraged-lease aircraft financing to co-genera- 
won energy projects. And from complex swaps to 


IMi-shore loans. A WORI DOF U NDERSTA NDING. 


[ REECE, HONG KONG, INDIA, INDONESIA, IRELAND, ITALY JAPAN, KENYA, KOREA, LEBANON, LIECHTENSTEIN, LUXEMBOURG, MALAYSIA, MOROCCO, NETHERLANDS NETHERLANDS ANTILLES 
EMIRATES, UNITED STATES OF AMERICA, URUGUAY, VIRGIN ISLANDS. HEAD OFFICE, 32 VIJZELSTRAAT AMSTERDAM, THE NETHERLANDS. TELEPHONE (31-20|- 29.32.49 / 29.40.90 / 29.32.22 


Mitsui is at home all over the world. 


With a long history as an active player in the world of finance, 
| we are now preparing for the economic integration of the European 
Community i in 1992. 
 Mitsui's services are globalised and localised. In the arena of 
: dime. Mitsui has reacted on cue to the ever changing needs of 
international clients, by implementing flexible and innovative services. 

- Quality performance and the bank's commitment to growth have 
earned Mitsui the spotlight as a lead member of the A financial 
: community. 
| Mitsui, i, take a bow! 


























KAIFU'S EDGE ^ 
WHY ASEAN? 








Every Franco Zeffirelli film is scheduled by Rolex. © 


If one were merely to list 
the achievements of Franco 


Zeffirelli... Zeffirelli, the set de- 
signer; Zeffire lli, the director of 


stage and opera; Zeffirelli, the 
film maker... then just from such 
a list i it wald be apparent that 
this man has an extraordinary 
energy and talent. 

It is impossible to describe 
that talent; to say why the 
reputation of this man isa legend. 

One must see a Zeffirelli pro- 
duction for oneself. His latest 
film of the opera "La Traviata,” 
for instance. Only then can one 
understand why, when it was 
shown on television, 88 per cent 
of all Italian people saw his film 


"Jesus of Nazareth." Why, des- 
pite predictions that Shakes- 
peare would never do well in the 
cinema, his films “The T; 
the Shrew” and "Romeo and 
Juliet" became huge successes. 
And why the audiences at his 
produc tions for opera or stage 


often insist on Zeffirelli himself 


taking the final curtain call. 


It is the vibrancy and depth of 


human emotion which emanate 
from his work that can literally 
overwhelm the audience. 
Zethrelli was born and 
brought up in Florence where he 
had a classical education. “In 
F ‘lorenc `e, you don't hav re to go to 
sc ‘hool to ‘lear n about art and 


aming of 


civilisation,” he says, "it is all 
around you. I try to bring my 
cultural upbringing to my films.” 


Franco Zethrelli's taste for 
the classics also extends to the 
watch that he chooses to wear. 
A Rolex Oyster Chronometer in 
18ct. gold. 

“I choose this watch because 
itis the watch. It is above fashion. 
It is the standard. In my own 
work I never /ry to be fashion- 
able. Never. And the same could 
be said fae the watch I have 
chosen to wear.” 

For Franco Zeffirelli, the R 


naissance man, the r W 


classic watch by = 
ROLEX 


Rolex of Geneva. 
of Geneva 





THE ROLEX DAY DATE CHRONOMI TER IN I8CT. GOLD. ALSO AVAIL ABLE. IN WHITE GOLD OR IN PLATINUM 
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Did someone say go? 


Margaret Thatcher still has work 
to do, page 9. Still time for the — 
economy to help her, page 63. 
What Britain's bosses want, 

page 64. d 


Kaifu's edge A 
Postpone your hopes for political: 


reform in Japan, page 12. Why — 
the Liberal Democrats are on the 


up again, page 23. 


Why ASEAN? 


Now that Vietnam's out of 
Cambodia, the oddfellows m 
as well disband, page 32. 


Selling to granny — 
A silver lining for business in the | 
aging of Japan, page 71. 


Richish Indians 
Selling to 125m middle-class 
Indians, page 81. 


Se 8p 88 


New York'swoes | 
Booming economy, booming | 
problems, pages 17-20. 


ES AN iw D 
Honecker s children 
Lots still want to go west, even 

more want reform at home. The 
perils, page 10. Te 
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"Sin— There is a sculpture called 
“Twelve Responses to Tragedy" 
in a small garden opposite the 
ictoria & Albert Museum in 
London. The inscription reads: 
. This memorial was placed here by 
Members of all parties in both 
. Houses of Parliament and by 
many other sympathisers in mem- 
ory of the countless innocent men 
women and children from the So- 
. viet Union and other East Euro- 
| pean States who were imprisoned 
and died at the hands of Commu- 
nist Governments after being re- 
; xr at the conclusion of the 
: nd World War. May they rest 
in peace. 
Tn December 1984 members of 
all parties in both Houses of Par- 
liament authorised the British 
rnment to sign an agree- 
t with China on Hong- 
g's fate. Under this Joint 
aration, 6m Hongkongers, 
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half of them British by birth, will 
be handed over to the Commu- 
nist government of China in 
1997. 

They will go even though Brit- 
ain has refused requests to hold 
a referendum asking them if they 
want to. Instead, by means of a 
palpably  selfserving public- 
opinion survey organised by the 
Hongkong government, Parlia- 
ment was led to believe that the 
terms of the Joint Declaration 
were acceptable to most Hong- 
kongers. 

Parliament was not reminded 
that before the views of the 
Hongkongers were canvassed 
they had been told that the draft 
could not be amended in any 
way. They were also warned that 
if they did not find it acceptable 
Britain would have no alterna- 
tive but to surrender the colony 
without any guarantees what- 
ever. The only choice they had 
was Hobson's. 

Since the Joint Declaration 
was ratified, British and Chinese 
officials have done much useful 
nuts-and-bolts work to ensure 
that Hongkong's commercial life 
will continue beyond 1997. But 
in its main function—guarantee- 
ing a secure future for Hong- 
kong—it is quite clear that the 
Joint Declaration has failed. 

Public confidence in Hong- 
kong has collapsed not only be- 
cause China massacred students 
in Tiananmen Square in June. It 
also collapsed because of Brit- 
ain's mishandling of the sensi- 
tive and important political pro- 
visions of the Joint Declaration 
in 1985-88. Parliament must rec- 
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cency 
tion, it too is to blame. 

Britain's writ in Hongkong 
still has almost eight years to run 
and under the Joint Declaration 
Britain is solely responsible for 
the colony's administration and 
for constitutional reform. Parlia- 
ment should now insist that the 
British government display the 
courage of its 1984 convictions 
and actively encourage moves to- 
wards more democracy in Hong- 
kong. It was the promise of such 
changes which persuaded Parlia- 
ment in the first place that the 
Joint Declaration was an accept- 
able means of discharging Brit- 
ain's moral responsibilities in a 
situation where the usual right 
of self-determination could not 
be granted. 

It is surely better for Parlia- 
ment to act resolutely now, 
when there is still time, than to 
have to erect, sometime after 
1997, yet another statue of re- 
morse for the fate of millions 
more people repatriated to a 
communist government without 
the safeguards they were once 





promised. 
London JOHN WALDEN 
Foreign money in America 


Sin— Your article asserting that 
"Xenophobia rules" in America 
(August 26th) is not wholly on 
the mark. The official position 
of the United States government 
is to encourage foreign invest- 
ment. While economic national- 
ism is increasing, Congress and 
state legislatures also reflect con- 
siderable sentiment opposing it. 

Geography and tradition have 
contributed to Americans' wari- 
ness of foreigners. The conjunc- 
tion of these forces with other 
pressures—the deficit, the trade 
imbalance—has engendered a 
peculiarly American kind of con- 
fusion regarding national policy. 

As you rightly point out, the 
states pass protectionist laws and 
open investment offices abroad; 
legislators sponsor the laws, 
knowing that their state admin- 
istrations—largely insulated 
from the voters—will in any case 
still seek foreign investment. 
The Bush administration can de- 
fend national treatment even as 
it yields (on occasion) to Japan- 
bashers. Congressmen can vote 
for broad and ill-defined mea- 
sures such as the Exon-Florio 
amendment while happily taking 
credit for new, foreign-owned 











. Protectionism is a rising force, 
but it by no means rules. 


Washington, 
DC 


da 
| 
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One Germany? 


Sin—Why must reform in East 
Germany lead inexorably to- 
wards "unification" with West 
Germany (September 9th)? Ger- 
man contributions to music, lit- 
erature and science over the cen- 
turies have always come from 
people living in a variety of 
states. Let German-speaking Eu- 
rope remain principally as three 
political entities (Austria, the 
Federal Republic and the Demo- 
cratic Republic) just as English- 
speaking North America is Can- 
ada and the United States. Give 
the citizens of East Germany self- 
determination and a large nu 
ber will choose to remain inc. 
pendent of Bonn. 

Zurich ANDREW KEELING 





Soviet Jews 


Sim—You ascribe (September 
9th) America's higher refugee 
tejection rate of Soviet Arme- 
nian applicants compared with 
Soviet Jews not to the level of 
persecution in Russia, but to 
“the attitude, and lobbying 
power, of Jewish and Armenian 
Americans". That's not quite 
true. While Soviet Armenians 
face danger in neighbouring 
Azerbaijan, the United States 
has concluded that those Arme- 
nians living in their own repub- 
lic, who comprise the vast major- 
ity of Soviet  Armenianc 
generally do not face a sim 
well-founded fear of persecution. 
Jews do not have a comparable 
homeland in the Soviet Union 
and have had well-documented 
reasons during seven decades of 
Soviet rule to fear anti-Semitism. 
Soviet Jews have not been al- 
lotted 50,000 refugee slots for 
1990; those slots must be di- 
vided between Armenians, Jews, 
Pentecostals and others. 
Davip Harris 
The American Jewish 
Washington, DC Committee 





Privatising 


Sir—You comment in your lead- 
er (“The mother of privatisa- 
tion", September 16th) that 
there are often better ways to im- 
Ltd., 25 St. James's Street, London SW1A 1HG 
, telex: RS 22152 nina 
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Analysts for assignment at Washington DC hea 


‘EXECUTIVE FOCUS 


|. he Inter-American Development Bank seeks bilingual Financial 

i uarters. The 
selected candidate will: (a) Undertake financial an institutional 
- analysis of infrastructure projects in Latin America and the Caribbe- 
anand formulate recommendations of a financial and institutional 
“nature to help ensure that the project objectives are fulfilled; (b) 


| Evaluate the institutional and. financial aspects that affect the 


"development of the sector and the interrelation between the 
borrowing and/or executing agency and the macroeconomic 
"framework of the country; (c) Determine the need for technical co- 
operation in the accounting/administrative area and participate in 
defining and reviewing such operations. 

Requirements: | f 

_& University degree in Business Administration, Accounting or 
equivalent academic accreditation. 


<| * Ten years of professional experience in financial/accounting 


administration and. in the development and/or application of 
» administrative and financial systems and procedures, as well as 
in the evaluation of institutional and financial aspects, prefera- 
bly of projects in the infrastructure sector. Advanced knowledge 
“of finance, public administration and general macroeconomic 
theory. Two years of experience may be substituted with a 
degree at the graduate level (Master's Degree). 
* Fluency in Spanish and at least one of the following: English, 
French, Portuguese. 
We. offer an excellent salary and benefits package, including 
relocation costs. Finalists will be contacted for interviews. Interest- 
ed applicants who meet all of the above requirements should send 
a cover letter and curriculum vitae to the folowing address in order 
to be received no later than 3 November 1989. 


Employment Section—CCFA1 
* {nter-American Development Bank 
:1300 New York Avenue, NW 
^. Washington DC 20577 


TRIER NEN UNE ARES 
Leading American Bank 
* * 
Senior Economist 


Our client is a leading American financial institution 
with a substantial and growing commitment to 
commercial and merchant banking in Europe. lt 
wishes to add a senior economist to its European 
macroeconomic forecasting/industry analysis team. 
. The economist will provide forecasts and analyses to 
line management as the bank supports the economic 
_ integration of the European Economic Community. 
"The successful candidate will be a Ph.D economist (or 
equivalent) and: have at least five years experience in 
‘European economic forecasting and analyses in either 
+`. industry or consulting. He/she will be fluent in French 
and English plus one other European language and be 
-experienced with computer modelling techniques. 
While the position will involve extended visits to 
Europe and the U.K., the successful candidate should 
be prepared to relocate to the United States. 


Interested candidates should forward their 
Curriculum Vitae to Kevin Byrne who will forward it 
directly to the client. Candidates should list on the 
envelope, any institution to whom they do not wish 
their details to be forwarded. 


* 


76, Watling Street, 


i. London EC4M 9B) Tel: 01-248 3653 








“CONSULTANTS IN RECRUITMENT 
CONOMIST OCTOBER 7 1989 


STOCKBROKING _ 
SOUTH EAST ASIAN | 
EQUITY MARKETS . 


INSTITUTIONAL 
SALESMEN AND 
INVESTMENT ANALYSTS 


Crosby Securities is a young and rapidly expanding. 
company which provides quality research and profes 
sional stockbroking services to a global client base 
We cover the major stock markets in South East Asia 
Hong Kong, Singapore; Malaysia and Thailand. O 
headquarters is in Hong Kong; we have further office 
in Singapore, Kuala Lumpur, Bangkok, New York ài 
London. ] 

We are currently offering the opportunity for skilled 
analysts and salesmen to develop their careers in 
niche markets which are among the fastest growing in 
the world. 


Institutional Salesmen: 


Based in London, New York or Hong Kong, you will 
already be advising significant institutional investors 
on the South East Asian markets. You will also have in. 

excess of two years experience of equity sales. 


Investment Analysts: 


We are seeking additional experienced analysts for all k 
our offices in South East Asia and, in particular, 
Thailand. You will demonstrate strong presentational 
skills and have had a minimum of three years in - 
equity research, not necessarily gained in the markets 
that we cover. x 
Remuneration will be attractive by industry standards 
and will reflect experience and qualifications. 

Please apply with a detailed curriculum vitae and. 
contact telephone number to: 


Michael Hanson-Lawson 
Crosby Securities (UK) Ltd 
8th Floor 
95 Aldwych 
London WC2B 4JF 


CROSBY SECURITIES 


A growing force in Asian Stockbroking —_ 














































cy of public 
tilities, such as better regula- 

n by an independent agency. 
In the Antipodes this is called 
"corporatisation", and it has 
been largely discredited by the 
recent pilots' strike in Australia. 
The Federal Airports Cor- 
poration is a government-owned 
company which was established 


tralia’s main airports on a com- 
mercial basis, free from political 
interference. In the heat of the 
present battle, the prime minis- 
ter waived its landing fees to 
compensate the airlines in an at- 
tempt to break the stríke. Land- 
ing fees. were. removed -retroac- 
vely from the beginning of the 
strike and will not be reimposed 
ntil the airlines have recovered 
the full cost of maintaining non- 
pilot staff who would otherwise 
have been stood down. 
This is not to suggest con- 
emnation of this federal gov- 
rnment. All politicians are sub- 
ect to the temptation to raid the 
coffers of their corporatised 
businesses, or to lean on them to 
achieve political objectives. 
Unfortunately, the only way 
© ensure efficiency for those 
overnment businesses which do 
not operate competitively is to 
rivatise them within a sound 
regulatory framework. 
t Leonards, 


Australia STEPHEN Morris 





Soft commissions 


'SiR—Soft commissions ("Hard 
nuts .to crack", September 16th) 
“are never à "gift" to the fund 
manager. The rules of both the 
IB and SEC state quite clearly 
hat any service that can be paid 
for via soft commissions has to 
benefit the ultimate client (pol- 
icy-holder, pensioner or unit- 
holder). If it costs more to use a 
soft-commission broker than a 
- larger securities firm in equities 
or bonds this should not be, and 
vis not, allowed. 

The argument against soft 
commissions has now moved 
;, away from the potential abuses 
to that of reducing the markets' 
liquidity. But in reality institu- 
tions are loth to deal with major 
securities firms because they are 
increasingly concerned about 
"brokers who combine research, 

sales service and market-making. 

Such firms ate: possibly not "be- 

ing paid enoügh in commission" 

because the institutions have put 

a true market value on the ser- 
6 





in 1987 to own and operate Aus- . 


y them 
and won't pay for something 


they are unhappy with. 

By dealing with a soft-commis- 
sion broker who achieves best 
execution the institution is ob- 
taining tangible benefits for its 
clients and so meeting its fidu- 
ciary responsibilities. It is in no 
way taking liquidity away from 
the market but rather only from 
some brokers who believe that 
institutions should deal with 
them regardless of the cost or 
the quality of service they offer. 
London Chive SiNcLAm-PourTON 
-— | 





The greening of coal 


Sin—Many of the measures you 
offer as policy options for the fu- 
ture ("Growth can be green", 
August 26th) have already been 
adopted and, as any basic re- 
search would show, are getting 
results. 

A clean-coal technology pro- 
gramme, announced in 1987 by 
Ronald Reagan and costing $5 
billion, has initiated coal-burn- 
ing technologies which will soon 
prove both clean and efficient. 

In addition, it is important to 
understand that the past several 
years have seen tremendous 
strides being made in the field of 
sulphur-dioxide emission reduc- 
tions from coal-burning power 
stations. Despite your inordi- 
nate concentration on the 
"belching" of power stations, 
data from the Environmental 
Protection Agency reveal that 
rather than rising, as you evi- 
dently believe, sulphur-dioxide 
emissions in general ——and from 
coal-fired power stations in par- 
ticular—have steadily fallen over 
the past decade. Even with the 
use of coal increasing, sulphur- 
dioxide emissions are expected 
to continue to fall. 

Maybe, in the light of these 
facts, you will substitute for the 
emotive-filled “belch” an en- 
couraging "puff" on progress. 





Brookwood, 

Alabama WitLiAM CARR 
— 

Magyar capitalism 


Sik— Your article "Enter Com- 
rade Capitalism" (August 26th) 
is rightly concerned about abuse 
of Hungary's revolutionary new 
law for the part-privatisation of 
state enterprises. 

Before condemning this ap- 
parently quixotic "sale of the 
century", consider Hungary’s 








reasons. The government is 
mirably clear on the urgent need 
to get firms out of the clutches of 
both the state and the ineffec- 
tual workers’ councils which 
nominally run them. However, 
to privatise in the traditional 
sense, one needs buyers. Domes- 
tic investment capital is in woe- 
fully inadequate supply. Hun- 
gary thus has little choice but to 
"give" companies away if it 
wishes to break the cycle of 
decline. 

lt is not only members of the 
nomenklatura who stand to gain 
from the state's largesse. Foreign 
investors will also have the 
chance to buy sizeable share- 
holdings in state firms, at a 
knockdown price based on the 
historic asset value (not market 
value as you state). Since those 
shares not sold to investors 
(2096 upwards) or retained by 
the state (2096), will not at first 
be issued, the western share- 
holder will also have dispropor- 
tionately high voting rights—if 
not outright control. For many 
western firms, this will be a more 
attractive investment route than 
the traditional joint venture— 
especially as the cash invested 
stays in the business, and can be 
used to finance re-equipment or 
expansion. 

One small snag: although the 
Conversion Law has been in 
force only since July Ist, there is 
already talk of amendments. Its 
eventual provisions thus remain 
a matter of conjecture. 





JOHN GEAKE 
Vienna Coopers & Lybrand 
" 

Phonetic English 


Sir—If French needs a phonetic 
alphabet (“Fonetic French”, 
September 2nd), English needs 
one even more so. According to 
my calculations, there are only 
about 1,000 words that are pho- 
netic in that they are spelled as 
they are pronounced, and vice 
versa. The rest are a horrible 
concoction that have to be 
learned individually. How else 
do we know that anger does not 
rhyme with danger, how with 
show, have with shave? How else 
can we make sense of “A rough- 
coated dough-faced ploughman 
thoughtfully strode coughing 


and hiccoughing through the: 


streets of Scarborough"? 
Various people, 
George Bernard Shaw, have pro- 
posed phonetic alphabets. The 
problem with these is that they 


notably : 


lon symbols which an 
not available on a present-da 
typewriter or word-processor. 

My solution, published ir 
1976 and called Starfon, is basec 
on the existing alphabet, witl 
the convention that the vowel: 
a, e, i, o and u are restricted tc 
their short form, as in pat, pet 
pit, pot, put. G and y are pro 
nounced only as in get and yet 
respectively. A distinction i: 
made between “th” in thin (sym. 
bol x) and "th" in then (symbol 
&), while "ch" is replaced by c 
and "sh" by $. The long vowels 
are represented by q and the 
numbers 2 to 9, so that boat be 
comes bat, boot b2t, beet b3t, 
bought bát, bite b5t, Bert Bót, 
bout b7t, bait b8t and Bart Bot. 
“76 trombones” are differenti- 
ated from “76 (our) trombones” 
by underlining the numbers. 





Avon Lake, 
Ohio Phir Stay 

E 
The wrong Christian 


Sir—Your review of Thomas 
Friedman's “From Beirut to Je- 
rusalem" (September 2nd) has 
John Foster Dulles asking that 
famous American provincialism, 
"why can't these Arabs and Jews 
work out their differences like 
good Christians?” Although a 
faithful churchgoer, Dulles. was 
an international lawyer hardly 
innocent enough for a question 
like that. It was, in fact, the for- 
mer Republican senator from ru- 
tal Vermont, Warren Austin, 
who, as ambassador to the 
United. Nations during a post- 
war debate on Palestine, asked in 
exasperation something like the 
question you cite: 

London NICHOLAS V. , 
ss 
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Business International Conference 


AID FINANCE FOR AFRICA 


How to boost your sales through 
sectoral import and rural 
development programmes 

Aid flows to Africa will rise to an 
estimated $25-30. billion p.a. within 
the next 5 years. For companies, the 
best opportunities for financing more 
sales through aid will be in the two 
key areas covered by this conference 
- Sectoral import programmes and 
tural development programmes. 

For more details, contact Brenda Muckiey, 

40 Duke Street Tet: 01.493 6711 

b Tix: 2663 


ondor — x: 53 
WIA 1DW Fax: 01491 2107 
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Senior Corporate 
Planner 


A major international consultancy is expanding the 
team that is responsible for planning and implementing its 
strategic development programme. ft intends to appoint a 
planning specialist who will play a key. role in this process. 

The work will include investigation and evaluation of 
markets, identification of acquisition targets, appraisal of 
business performance and preparation of plan documents. 
'The successful applicant will also be expected to offer 
practical advice to operational management on matters 
related to planning. 


The executive will have analytical skills, and will show 
ingenuity in devising performance measures and selecting 
and collecting market indicators. He or she will be capable 
of working under time pressures, and of co-operating 
effectively with colleagues in subsidiary companies in the 

UK and the US. Experience in the use of computers for 
“planning would be an advantage. 

There will be some travel in Europe, the US and 
Japan. Previous experience of working in a multinational 
organisation will be of value. 


The.job will be demanding and stimulating. The 
rewards will be commensurate, and the opportunities for a 
person who performs well will be considerable. 


"Applications with full curriculum vitaes will be sent 
directly to our client; so please advise of any company in 
whom you are not interested. Please send details to 
Judith Richardson, Ref. ER207, Ernst & Young Search and 
Selection, 21 Conduit Street, London W1R 9TB. 




































THE WORLD HEALTH ORGANIZATION (WHO) 
is an inter-governmental agency internationally recognized for its efficiency, integrity and numerous lasting achievements, including 
the eradication of smallpox. Guided by humanitarian concerns, WHO works to direct and coordinate global and national efforts to 
improve the health of peoples in more than 160 member countries at all levels of development. To meet its objectives, WHO 
depends on staff members with special qualities of leadership, dedication and commitment 


WHO INVITES APPLICATIONS FOR ONE OR MORE POSTS OF 


PERSONNEL OFFICER 


The Organization has Personnel Officer posts at its Geneva Headquarters and the Regional Offices in Alexandria, Brazzaville, Copenhagen, Manila, New: 
Delhi, Washington DC, the Onchocerciasis Control Programme in Ouagadougou and the International Agency for Research on Cancer (IARC) in Lyon. Ap 
. pointment to any of these posts does not exclude subsequent reassignment to other WHO offices. : 


"The Personnel support programme provides 

vibe services over the whole area of personnel 
management. It includes formulation of and advice 
to senior management on the personnel policies of 
WHO, administration of contracts, salaries, 
allowances and other entitlements, recruitment, 
reassignment, terminations, appeals and staff 
relations, post classification and co-ordination with 
the United Nations and Specialized Agencies and the 
International Civil Service Commission. The 
incumbent may be assigned responsibilities in any 
one or more of these areas. 


Please send your detailed curriculum vitae within three weeks of publication of this advertisement to: 
Personnel (MPR), World Health Organization, CH-1211 Geneva 27, quoting PER/89 and the name of this journal. 
Applications from women are encouraged. 

Only candidates under serious consideration will be contacted. 

Qualified candidates will be retained on roster. Selections for individual vacancies will be made from this roster. 
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LONDON 
ECONOMICS 


Economics for Business 


MANAGING 
CONSULTANT 


London Economics is a fast-growing economic consultancy with 
turnover exceeding £1.5 million per annum. Our work has. 
predominantly microeconomic flavour and is based on the comb 
nation of a network of leading academic economists and à young, 
high quality professional staff. Areas covered include regulation, 
privatisation, energy markets, financial services, environment, 
issues, retail strategy, tax analysis, support for legal cases and 
advice on the major world economies. : 
Our clients include many leading UK and multinational comp. 
nies, and major players in privatised markets. 

We are now seeking a Managing Consultant. to join the se 
management team: You will be a good team-leader with à pro 
academic track record in economics and significant consulta 
commercial experience. International experience, perbaps gain 
in US regulatory work, would-be of particular value. PN 
This is a major opportunity to work in London and share in t 
challenges and benefits of an outstanding firm. "-— 
Please send a full CV to John Kay or Nick Morris at London. 
Economics, 91 New Cavendish Street, London WIM 7EFS, 
England. Fax No: 01-436 2638. 





































































































Applicants should have a university degree in 
personnel management, public or business 
administration, law, psychology or other social 
sciences, preferably at advanced level. Knowledge 
of personnel management theories and principles, 
staff/management relations, job classification and: 
salary administration, and considerable experience 
in personnel management of large size employers in 
the private or public sector are required. Some 
experience in an international setting is desirable. 
Excellent interpersonal, negotiating and persuasive: 
abilities/skills. Very good knowledge of English or 
French with a working knowledge of the other 
language ís essential. 


IN THE TOP TEN 
FOR QUALITY OF LIFE 





With pad cid 34th | 


ecent national survey of the quality of life in 38 of Britain's 
an areas ranked Teesside ninth. London was 34th. What 
Teesside so high? Chiefly, reasonable cost of living, 

h quality reasonably priced housing, good shopping and 
facilities, and excellent access to fine scenery. But 

sside scored right across the lifestyle spectrum — particularly 

en compared with the South East. Teesside’s weekly 
ilopping basket is the sixth cheapest in the land. Teesside's 
hursery school provision is twice the national average, its 'O' 
Level attainment above the national figure with excellent choice 
of State and private schools, the further education facilities 


within its reach extensive and wide ranging. Public expenditure 
on health is higher; hospital waiting lists shorter. And the 
magnificent scenery? The 36 miles of the Cleveland and North 
Yorkshire Heritage Coast, the 550 square miles of the the North 
York Moors National Park, the 680 square miles of th 
Yorkshire Dales National Park, the upper.reaches of the River 
Tees with its spectacular waterfalls. Teesside — the sum of its 
parts puts it in the Top Ten. To find out more contact 
Duncan Hall, Chief Executive, Teesside Development 
Corporation, Tees House, Riverside Park, Middlesbrough, 
Cleveland TS2 TRE. Tel 0642 230636. Fox 0642 230843. 
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Did someone say go? 


N FRIDAY October 13th, just after 

lunch, the members of Britain’s Conser- 
vative party will settle into their seats for the 
last session of their annual conference. They 
will wave their Union Jacks and sway to the 
strains of Elgar—and “Happy Birthday", too. 
For their adored leader, Margaret Thatcher, 
will be 64 that day. 

If the faithful still think that age has not 
withered her, the rest of the British electorate 
thinks it detects more than a few wrinkles, 
more than a little greying at the temples. 
What has long been her government's strongest hand—an air 
of competence in its management of the economy—is now 
short of winning cards. Britain's inflation rate is higher than 
that of its competitors; the tight-money policies that its gov- 
ernment is using to dampen demand are squeezing family 
budgets. Unemployment, falling since 1987, may soon be ris- 

ing again. This year's current-account deficit, at around £20 
billion ($32 billion), will be almost 496 of GDP and proportion- 
ately much the largest of any of the big industrial economies. 
If a miracle has been achieved, it is currently well hidden. 

The political picture is no brighter for the government. 
Ministers are in a muddle over plans to privatise the electric- 
ity-supply industry; the sale has been postponed by at least six 
months. The other big privatisation, of the water companies, 
is irredeemably unpopular. The government's hope that the 
private sector, not the taxpayer, would finance some large 

ifrastructural projects looks optimistic. Worst of all, from 
«ie Conservatives’ standpoint, the opposition parties are no 
longer just squabbling on the sidelines. For the first time in a 
decade, Labour left its own annual conference this week look- 
ing like a credible alternative government (see page 67). 

Put politics and economics together, and it is clear why 
ordinary Tories are now interested in the question that has 
consumed the political chatterers all summer: should she go? 
If it is a real question, then it is an urgent one, for unless Mrs 
Thatcher retires in the next six-nine months she would not be 
leaving her party enough time to blood a successor. In which 
case, the Tory faithful will be singing "Happy Birthday” at 
least until October 1992. 


Beware unThatcherite Tories 


For most party leaders, discussion of retirement plans would 
turn almost exclusively on the electoral fortunes of their 
party. With Mrs Thatcher, things are different. After ten 
years in Downing Street, she is more than just a party figure, 
more even than a national figure. She is a crusader: would her 
retirement mean the crusade was over? Many people, includ- 











































ing those with neither an interest in nor : 
pathy for the Tory party, will want to kne 
whether her work is done. , 
In one sense, no doubt, it matters lit 
whether Mrs Thatcher stays or goes. Poli 
cians are never as important as they thin 
Mrs Thatcher herself has recently acknow 
edged how hard it is to affect private h 
iour—how impossible it is to find policie: 
that stop loutishness and clean up litter. Ai 
economic strategy can strive to create a C 
mate in which businessmen will forge g 
ideas and technology and then beat the world with them; bi 
it cannot itself do the forging or the beating. 
In another sense, Mrs Thatcher's departure might E 
good for Britain. Some of the challenges facing the counti 
are ones on which she is ill-equipped to give a lead. She i 
instinctively unhappy with the thought of spending a | 
more on education, particularly at secondary schools. She 
temperamentally opposed to some of the things the govern 
ment ought to do to revive the inner cities, because she ha 
persuaded herself that most local government is bad goverr 
ment. In foreign affairs, her attachment to an eighteent cen 
tury concept of sovereignty is damaging: Britain needs to b e: 
fuller-hearted member of the European Community than sh 
will ever allow. The same notion of sovereignty prevents he e 
from accepting that the powers of overmighty government ir 
Westminister and Whitehall need to be curbed. ; 
If that was all there was to the matter, she should be gone 
with the nation's blessing for a happy and richly deservec 
retirement. But much more is at stake. Mrs Thatcher 
achievement—and it is a great one—has been to articulate 
few simple but necessary rules for British politics, when al 
around her were speaking in the conditional. The rules ir 
clude a commitment to an open, market economy; a re 
tion that wealth creation is more important than redis 
tion, because without it there is precious little to distrib 
clear-eyed understanding that the world is a risky place, wh 
military defences remain necessary; a determination to 
lenge the corruption of vested interests; perhaps above 
the incessant repetition that people must bear the 
quences of their actions. 
Following those rules has brought Britain some success 
Not much, not enough; but just sufficient to believe that co n 
tinued adherence to them will make the country more pros- 
perous, more like the other western societies that, before 
1979, had taken to looking with pity on the depths to which 
Britain had fallen. The one unambiguous legacy which Mr 
Thatcher must seek to leave is the knowledge that those rules 
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in place for a political generation. 
she needs to ask two questions. First, is the Conserva- 
arty absolutely committed to her principles? Second— 
but crucially, because perpetual one-party rule would be bad 
or British democracy—has the Labour party appreciated 
hei importance? 
Of the two, the second is now almost easier to say yes to. 
Th : Labour party has come a long way, and only the most 
ish observer could deny it. Some of its conversion may 
e v grudging, owing more to the head than the heart. But 
there is no longer much reason to doubt that Labour's leaders 
yant to run something like a market economy, reject the 
Vorst excesses of protectionism, recognise the need for strong 
efences, and know that they are doomed if they cave in to 
own vested interest, the unions. Labour is now a social 
atic party along the lines of those in West Germany, 
or Sweden. That does not make it perfect, but at least 
longer the mightily disruptive threat to Britain's frag- 
issance that it was even three years ago. 


Soul-searching at 40 
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8 ' VEN East Germany's thick-skinned gerontocrats must by 
4 now have got the message. Just as they were preparing to 
Č ale ate their country’s 40th birthday party, they have been 
rocked by demonstrations at home and an exodus of mainly 
oung people abroad—first by carload and busload via Hun- 
ary, now by trainload via the West German embassy in 
Prague. The message is that it is time to change. This week- 
party, planned as a self-satisfied celebration, is really for 
searching: can a new life begin at 40? 
or two good reasons, reforms should in theory stand a 
etter chance of success in East Germany than in the commu- 
st countries now trying them. Russia, Poland and Hungary 
re finding perestroika so perilous and painful because their 
'conomies are close to ruin; oh to have started, they all now 
ent, before the rot set in. East Germany's economy is far 
m rotten. Though feeble by the standards of capitalist Ger- 
ny, it is the most solid in the communist world. And, un- 
oland, a reforming East Germany would not have to beg 
West for billions of dollars of help. It already gets billions 
D-marks: some DM5 billion ($2.6 billion) a year in various 
! s, not counting the benefit of back-door access to the 
European Community through West Germany. 
veer, there are also compelling reasons for think- 
ig that reform would be peculiarly tricky in East Germany. 
economy works respectably largely because its 
supe planners and disciplined managers have squeezed about 
is much efficiency as possible out of inefficient Stalinomics. 
The only plausible direction for change is towards a market 
system. But that means weakening all those orderly chains of 
command, with the danger that the economy could suddenly 
come apart. It is like telling an army that its soldiers can start 
going freelance. 
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Responding to East Germans’ calls for reform can only intensify their country’s identity crisis 


Yet doubts still lie with the Tories, because some of Mrs 
Thatcher’s own followers have not accepted the logic of her 
policies. Plenty of Conservatives have spent this year defend- 
ing the doctors and lawyers from the jolt of competition. The 
party conference next week will hear pleas for the poor ex- 
porters, groaning under high interest rates, begging to be 
baled out with just a touch of inflation. And the party still has 
its high Tories, who pucker their noses at the mention of 

"trade" and prefer policies that protect the peace and com- 
fort of a few to those that create opportunities for the many. 

Granted, the Conservative party is changing. Its leader- 
ship is less bound by class than it has ever been; Mrs Thatch- 
er's younger colleagues have no side, no traditional constit- 
uencies to defend come what may. But the remaking of the 
party is not yet complete; it is not yet certain that Mrs 
Thatcher will hand over its leadership to someone who has 
her best qualities. The Conservatives still need to be bullied 
by the relentless hammering of those few Thatcher rules. She 
should not go yet. 





In politics, the special difficulty is that the East German 
state is built on the idea of communism. Start to fiddle with 
the idea, and you fiddle with the foundations of East Ger- 
many. In Poland and Hungary, rapidly crumbling commu- 
nism still leaves countries that have a perfectly obvious reason 
to exist. In East Germany, it would leave the eastern half of 
the German question. 


An uncommon European half-way house 

Is orderly reform really not on? Modern-minded East Ger- 
mans—the sort who, provided they do not emigrate, will be- 
fore long presumably be shaping policy—are convinced th 

it is. Communism, they claim, has more credibility in Eau. 
Germany than in other East European countries (not only are 
living standards higher, but Marx was a local boy). Their 
country has distinctive Prussian-Saxon roots, they say, and 
now a distinctive socialist way of life. Just give people rather 
more freedom, and they will be content to stay and work fora 
brighter East Germany. 

How much more freedom? Nobody can be sure where re- 
form will lead once it starts in earnest. Elsewhere in commu- 
nist Europe, it is accelerating faster than anybody imagined 
possible. Prussian ideas on orderly change go fuzzy when it 
comes to describing a point at which East Germans will be 
happy with an extra ration of freedom, without asking for 
more. Reform is an adventure into the unknown. 

It is an adventure, however, that is becoming harder and 
harder to avoid. As others abandon Marx, it is hardly possi- 
ble for East Germany to remain an island of orthodoxy in the 
heart of Europe. Sealing borders to stop citizens escaping, as 
the government has done in desperation this week, is no solu- 


tion: it will just make the people locked inside even more im- 













ent for change. The old leaders in East Berlin are merely 
delaying the seemingly inevitable moment when a Prussian 
orbachev takes East Germany on its reform adventure. 

_. When that happens, the West should hope that it does 
. indeed turn out to be an orderly process: that these Germans 
will somehow find a tolerable mix of authority and freedom 









and manage a retreat from Stalinism that is mo 
Russia's or Hungary's. Most people in the West woulc 
not to be asked the German question too toudi 
while yet. Which is why, if they are really honest, the 
day message to East Germany this week should bes ma 
pier returns of the day. 
















. Is it ever safe to ignore a big external deficit? 


‘HE past few years have rattled many old-fashioned cer- 
BL tainties about trade deficits. America's current-account 
- deficit peaked at more than 3% of GNP in 1987, still stands at 
21h96 of GNP, and is expected by most forecasters to stay big 
rears. Are the financial markets gripped by fears of a dol- 
collapse? No, the big central banks are fighting a pitched 
battle with them to stop the dollar soaring. Britain’s external 
- deficit will reach almost 4% of onr this year. Such a massive 
. deficit implies, does it not, that government borrowing is out 
of control? Well, it used to—just as deficits used to mean 
sickly currencies. But Britain's government, far from borrow- 
csing, is repaying debt by the billion. 
. . The traditional links between deficits, on one side, and 
currencies and government borrowing, on the other, have 
- not merely broken down, but have done so in the oddest way. 
_ America's external deficit, unlike Britain's, has indeed been 
_ driven by government borrowing. In that sense it is a "bad" 
- deficit —which makes it all the more surprising that investors 
|. cannot get their hands on enough dollars. In contrast, Brit- 
~ain’s external deficit is entirely a creation of the private sec- 
tor. It is a "good" deficit—but tell that to the markets. To 
prop up the pound, interest rates have had to be doubled, 
and another rise may still be needed. 















at " ernments are for blaming 

..^w-$8Sy path through the muddle is to agree with Britain's 
chancellor, Mr Nigel Lawson, that it does indeed matter 
whether an external deficit has been mainly caused by the 
public sector or the private sector—and simply conclude, as 
. you then must, that the currency markets have got it wrong. 
On this view, America's current-account deficit is still an eco- 
-nomic threat; without a change in budget policy the current- 
. account deficit will persist, and the dollar will eventually con- 
found the markets and drop. Britain's deficit, on the other 
hand, is no cause for worry; even without a fall in the pound, 
will correct itself in due course. 

-> This is a bit uncomfortable. It is to say, in effect, that a big 
external deficit created entirely by the private sector would be 
all right if only the currency markets (the private sector in 
another guise) were not so daft as to think otherwise. But if 
e private sector can cause trouble with one sort of mistake 
(its pricing of currencies) then presumably it might do so with 
another (its pattern of saving and investing, which deter- 
ines the current-account deficit). - 

Despite the possibility of such mistakes, Mr Lawson is 




















Trade gaps good and bad 



























right to say that a privately driven external deficit is “ 
correcting". When an individual finds that he has borrowe 
too much, he curbs his spending in order to service his de 
in other words, he begins to run a smaller financial defici 
The same discipline works on private borrowing at the 
tional level—though not on public borrowing, and to 
extent Mr Lawson's distinction between the two sorts of 
ternal deficit is sound. ; 
The trouble is that this self-correction may be ext 
nasty. People with self-correcting debts sometimes go bus 
this happens on a large enough scale it becomes a problem 
governments, regardless of whether they were initiall 
blame. On a grander scale, the stockmarket crash of Octob 
1987 was another example of the private sector correcti 
itself. Governments did not feel free to stand aside and s; 
“Good heavens. How fortunate that it is nothing to do wit 
us." They saw the threat of worldwide recession, and eased 
their monetary policies with commendable speed to lessen the 
danger. The reason is plain. If governments had failed to avert 
a slump, the voters would have blamed them. : 
The pain of adjustment, and its political and economic 
implications, is one reason why budget-surplus governments 
cannot wash their hands of large external deficits. Another 
that even these governments have an enormous say in 
whether the private sector's borrowing ends in tears. This is 
especially true under the present system of floating exchang 
rates. To avoid a depreciation of the pound, Mr Lawson hi 
had to keep interest rates high enough to attract short-term 
flows of capital to Britain. So although the current-accoum 
deficit is private, the public sector is deeply implicated in t 
corresponding capital-account surplus. The sustainability o 
Britain's external deficit, and the profitability of the borrow 
ing and investing that lie behind it, turn on the future cours 
of interest rates and exchange rates. These remain matters ol 
public policy. 
The distinction between a good, privately driven defi 
and a bad, publicly driven one is therefore fuzzier than Mr 
Lawson pretends. To make it clear, governments would no 
only have to balance their budgets but also, among oth. 
things, swap discretionary monetary policy and the option o! 
devaluation for a binding monetary standard and fixed 
change rates. Even then, it would be a struggle to convince. 
voters that self-correcting financial mayhem was entirely thei 
own affair. But at least it would be accurate to say so. 
































































Unreforming taxes 


their bad old ways 


T WAS one of Ronald Reagan’s greatest achievements, and 
now George Bush is wrecking it. That, alas only slightly 
simplified, is what looks like happening to the Tax Reform 
\ct of 1986. The wrecking stems from Mr Bush's desire to cut 
capital-gains tax. The fact that his plan has so far won the 
support of the (heavily Democratic) House of Representatives 
should put even an innocent on guard: bipartisan agreement 
happens only for the best or the worst of reasons. But political 
cynicism is not really needed. Economic logic alone shows 
why the Bush-House plan is a bad one. 
The 1986 act, though complicated in its detail, was based 
on a simple principle: abolish scores of tax shelters, and then 
use the extra revenue to cut tax rates. The result was that 
America went from 14 federal rates of personal tax, ranging 
from 1196 to 5096, to just three: 1596, 2896 and 3396. Such a 
reform would not have been feasible unless capital gains had 
been treated as just another form of income, to be taxed at 
the same rates. Without that, the whole tax-avoidance indus- 
ry would. have carried on working, seeking clever ways of 
ning high-taxed income into low-taxed capital gain. People 
ompanies would have had an incentive to do things that 
e tax-efficient rather than economically efficient. 
Then along comes George. Mr Bush is supporting a plan 
cut capital-gains tax for a couple of years, claiming that this 
would. boost investment, and hence economic growth. It 
might, or it might not: the evidence is thin either way. What is 
certain is that a temporary cut, with the knowledge that the 
old rate would then be restored, will encourage people to cash 
in some long-held gains. (That, awkwardly, is disinvesting, 
the investing that the administration says it wants to en- 
courage; but leave that aside.) It is therefore equally certain 
that revenue from the tax will be higher for two years than it 
would otherwise be. Mr Bush can claim that he is doing his bit 
to reduce the budget deficit—and by cutting taxes, not raising 
them. Read his lips. 
Then use your eyes. Two years ahead, revenue from capi- 


America's tax laws, vastly simplified three years ago, are slipping back into 











tal-gains tax will certainly be lower than otherwise, because 
the flurry of disinvestment will stop. The worst sort of budget- 
making—sleight of hand, self-delusion—will have produced 
the worst sort of long-term result, a reduction in revenues and 
thus a bigger budget deficit. 


Shelters are back: official 


This sorry tale has huge political consequences. Mr Bush has 
signalled that he is in the tax-break business, and not just over 
capital gains. At various times, and particularly during last 
year's election campaign, he has promised breaks on anything 
that took his fancy and made a good sound-bite: child care 
exploration, enterprise zones. 

Where presidents lead, others follow. The bill that m just 
passed through the House of Representatives included a spe- 
cial tax relief for the timber industry, one that had been abol- 
ished by Mr Reagan's 1986 act.. Why timber? Because the 
Democrat who helped to swing 63 other congressmen from 
his party behind the administration's plan tacked that relief 
on as part of the inevitable "compromise" that politicians 
love to congratulate themselves on. That Democrat just hap- 
pens to represent a district full of trees. The Senate is now 
contemplating another compromise to the House bill, one 
that would give special relief to individuals saving for retire- 
ment. lt is surely only a matter of time before somebody intro- 
duces a special break for home-baked apple pie, to be passed 
with universal acclaim. 

In all this, it is easy to forget that Mr Bush's plan does 
include one highly desirable proposal: to adjust the capital- 
gains regime to take account of inflation. The 1986 act was 
not in fact neutral between capital gains and income, because 
income-tax allowances do rise to offset inflation whereas 
ple are still taxed on unreal capital gains that only refl... a 
general rise in prices. Indexing the capital-gains tax would 
much improve the 1986 act; which may well be why that 
clause is eventually dropped, as part of another compromise. 









. resignedly coming back to them 


| FLING can be fun, especially after 40 years of faithful- 
ness. But sooner or later a choice has to be made. Japan's 
voters, increasingly put out by the arrogance and inattention 
shown them by the ruling Liberal Democrats, have spent 

most of the past year flirting with the Socialist opposition. In 
July they went so far as to ditch the ruling party in an upper- 
house election and give control of that chamber to the Social- 
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_ Japan's Liberal Democrats should not feel smug that the voters are 








ists. Would the Japanese, though, really want to live with a 
Socialist government? 

Probably not. With a sigh, they seem to be trudging home 
to the Liberal Democrats. In a by-election this week they con- 
vincingly gave the ruling party’s candidate a seat in an upper- 
house constituency that the Socialists had won in July. Under 
its new leader ana Japan’ s prime riniseer), Mr Toshiki Kaifu, 











- the ruling party is again on top in the opinion polls. And the 
- Opposition parties are in such disarray that they cannot even 
-agree on an agenda for discussing an electoral pact. 
= => The change in mood is both understandable and unfortu- 
< nate. It is understandable because, boring and infuriating 
- though they may be, the Liberal Democrats have a record 
unmatched in the post-1945 world of delivering stable and 
prosperous government. More to the point, they are the ones 
best equipped to go on delivering it. The Recruit financial 
- scandal, which broke last year, showed in painful detail what 
a venal lot the Liberal Democrats are. And the party's money- 
- mad system of factions, which pits Liberal Democrat against 
Liberal Democrat in vote-buying contests in the country's 
. multi-member constituencies, makes elections a vehicle for 
-little more than the trading of favours. + 
~~ Yet even though, for the average Liberal Democrat, eco- 
<- nomic policy is a question of how many yen notes should be 
_ stuffed into each envelope, the party as a whole has proved 
itself well able to handle the big issues of governing Japan. 
ie prime ministership of Mr Noboru Takeshita, who was 
ced out of office last spring because of the Recruit affair, is 
urstructive. Mr Takeshita was the great fixer of Japanese poli- 
tics; he raised money and swapped favours with the best of 
them. But it was also he who managed to bring in some 
liberalisation of farm imports and a fiscally sensible (if politi- 
. cally maladroit) consumption tax that the government had 
© .been trying for years to introduce. 
v 7 Against this, what can the opposition offer? First, the dis- 
. unity that comes from trying to put together a coalition of 
"parties that have no experience of office and little agreement 
.' on what they should do with power if they ever got it. Second, 
-in the case of the leading opposition party, the Socialists, a set 
of archaic convictions that probably four-fifths of Japanese 






















disagree with. Socialist foreign policy varies from the nutty 
has always had a fondness for North Korea) to the dangero! 
(it used to want to break Japan’ s military alliance with Am 














instinctive EENAA And while they have ent 
cally attacked the consumption tax, they have lso—i 
ingly to the voters’ notice—come up with : 
























cialist leader, Miss Takako Doi, is an i 
But she can do the Socialists only so much ge 
still seem so obviously unready to govern. 


The trouble to come 


If the tide has indeed turned for the Liberal Democrats, 
main victim will be political reform. It seemed in the s 
that the party barons might give in to the clamourings 
younger colleagues and do away with some of the wo 
abuses: the ravenous money-hunger of factional politics, t 
disproportionate influence of farm votes, the hallowed pla 
of the special interests. It became clear in June, when the 
ders rejected the reform-minded Mr Masayoshi Ito as pri 
minister, that they would not budge unless they had to. 
the shock of losing the upper house in July did not move the 
much. Now they will not move at all. 

That is the unfortunate part. For all the virtues of 
Liberal Democrats, they are still running a one-party s 
with many of the defects familiar in such a beast. Only t 
reform—leading, probably, to a split in the ruling party tk 
would separate its forward-looking members from its prc 
tionist ones—will give Japan the chance it needs for an. a 
nation of power. The Liberal Democrats may have esca 











Time to talk? 


— .-vVernments will sit down with guerrillas when guns and ideas together oblige them to 

















EN is it right for governments to talk to guerrillas? 
¥ Usually, it seems, when they are other people's govern- 
. ments and other people's guerrillas. Thus Mrs Thatcher is 
_ keen to see Israel's prime minister sit down with the Palestine 
. Liberation Organisation's Mr Yasser Arafat. She is less eager 
~ to shake hands with the reformed terrorist herself. And she 
_ Will never consider talking to the Irish Republican Army. Is 
this just cynicism, or is a principle involved? 
The question is not an idle brainteaser. The government 
- of Israel may be about to collapse because it cannot choose 
the right Palestinians to talk to. And Mr Willem de Klerk, a 
v. member of the semi-secret Afrikaner Broederbond, has just 
.. met the African National Congress clandestinely in London 
- because his brother, South Africa's president, dares not meet 
+ it openly in South Africa (see page 45). To outsiders such 
© contortions look ridiculous. Few wars, even wars rich in bit- 
^ terness and atrocities, come to an end until enemies start to 
talk. One day, surely, the Israelis will have to do a deal with 















the PLO and white South Africans with the ANC. 

Why then should Britain's government not talk to 
IRA? Is the IRA is so specially bloodstained that it has put it: 
permanently outside the circle of civilised political discours 
Many would say yes. Yet bloodiness is a matter of perspective 
From a safe distance most "liberation movements" look as 
they have a point. Only closer to home, by sleight of vocab 
lary, do “guerrillas” become "terrorists". The IRA's record is 
no worse than the PLO's was before Mr Arafat renounced t 
rorism. And the ANC still bombs shopping centres. 


The force of support 


Nonetheless, there is a distinction. Palestinians in the Wes 
Bank and Gaza, and blacks in South Africa, cannot turn to 
the ballot, so they turn to the bullet. But the Irish can vot: 
and when they do, whether north or south of the border, 
routinely trounce Sinn Fein, the political arm of the RA; O 
reason is their distaste for the iRA's violence. But anot 








te for its political aims. 

es this explain why talk is in the air for Palestine md 
th Africa, but not for Ulster? Is it just that the PLO and 
Care the lucky holders of an idea whose time has come? 
Two changes are helping them. One is that it has lately 
come possible to imagine some middle ground between the 
pirations of each side. That was not true when the PLO’s 
stated aim was to destroy Israel; nor when the policy of white 
South Africa was to shut blacks permanently out of govern- 
ent. Nowadays Palestinians say they can live with Israel if 
hey have their own state next door; and South Africa’s gov- 
rnment promises to dismantle apartheid. Some diehards— 
Greater Israelis, unreconstructed Palestinians, South Africa's 
onservatives—deny it, but compromise has become i imagin- 
le for powerful groups on all sides. 
< The second change is simply the balance of power. The 
NC cannot yet impose its will in South Africa but, like the 
LO, it has shown it can wreck any settlement that ignores it. 
israel is striving to bypass the PLO by offering an election— 
from which the PLO will be excluded—in the West Bank and 
za. It is too late. At a certain level of popularity guerrillas 
errorists, or freedom-fighters, if you prefer) become strong 























enough to scare off rival. interlocutors. 





fusal of Chief Gatsha Buthelezi, whose Inkatha movement 
will have to be part of any negotiation in South Africa, to step 
forward until his ANC rivals are freed from prison. And hence 
the refusal of West Bankers and Gazans to accept Israel’s elec- 
tion plan until Mr Arafat accepts it first. 

Taken together, the emergence of imaginable compro- 
mises and the changing balance of power could lead to direct 
negotiations in South Africa and Palestine. And Ulster? 
Some Britons already regard the unification of Ireland as 
imaginable. But they are a minority, partly because Britain is 
not yet so war-weary, partly because the IRA has yet to per- 
suade enough people that its ends justify its means. 

The RA hopes that in time it will make itself a big enough 
nuisance to persuade a British government to drop war-war in 
favour of jaw-jaw. It takes heart from the knowledge that, 20 
years ago, the PLO was as much a pariah as the IRA is today. 
But the obstacle for the IRA is that, unlike the ANC and the 
PLO, it has failed to make the case even for its objective, never 
mind its means. Democracies can be beaten by force of arn ~ 
but the force of ideas matters too—and the IRA’s ideas a. 
decisively less forceful than those of the ANC and the PLO... 
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Foreigners are good for some things, but not for others 


HINGS—or, rather, movies—go better with Coke. That, 
. at any rate, is what is suggested by the reaction of the 
isier sort of American to the takeover of Columbia Pictures 
y Sony of Japan. Far better, it is presumably thought, for this 
Hollywood studio to be owned by a soft-drinks manufacturer 
om Atlanta, Georgia, whose closest links to films are its life- 
-a-party advertisements, than for it to fall into the dangerous 
nds of an electronics manufacturer that happens to supply 
ts of the things that films are made with (cameras) and that 
are increasingly played on (video recorders). Perhaps all 
at synergy is simply a cover-up for a plot to destroy remain- 
ing copies of "The Bridge on the River Kwai’? Or perhaps 
those cunning Japanese have the most subversive intent of all: 
to force Columbia to make money. 

... This charming little B-movie offers glimpses into what one 
nationality considers acceptable in its economic dealings with 
another. Americans, it seems, think it fine to drive Japanese 
cars or to use Japanese cameras; but to receive $3.4 billion of 
their cash, or to endure their appalling managers? Quite unac- 
eptable. Far safer to make speeches urging the Japanese to re- 
rm, have an assertive foreign policy, go nuclear. And remem- 
ber how, in 1987, the Pentagon forced Fujitsu to withdraw its 
ffer for Fairchild Semiconductor? This “strategic asset" 
uld not be allowed to fall into Japanese hands. After all, 
pan is America's ally. Far better to leave it with its previous 
wner, Schlumberger, which hails from France, a country 
that stays outside NATO's command structure. Mais sacré 
bleu: Americans must think the French too incompetent to 
exploit Fairchild" s strategic technology. 








Now look at American attitudes to the British. It seems to 
be fine for Britons to own America's banks (Crocker, for a 
while), hotels (Holiday Inns) or department stores (Saks), as 
long as their name is not Sir James Goldsmith. Fortunately, 
such purchases rarely seem to succeed, and those kind British 
owners leave local managers happily alone to lose money. 

The principle is clear. Any country whose businessmen 
could really help you become competitive should be denied 
the chance to do so; but duds are always welcome. That is t^^ 
first law of economic masochism. 


Irrational Albion 


Britons are among the stoutest defenders of double stan- 
dards. British banks have been declared off-limits even to co- 
lonials from Hongkong, though they can be run by Austra- 
lians. Names like Land Rover ought not to be allowed into 
stronger foreign hands; yet new, even stronger, Japanese car 
factories are fine. Many British air travellers are particularly 
happy to trust their lives to Swiss pilots; but they got in a 
lather at the prospect of buying their favourite chocolate bars 
from a Swiss company intent on takeover. 

In the 1960s, after much agonising and political unease, 
Rootes was taken over by an American company, Chrysler, 
which managed to lose money for a-decade. Its factories then 
passed without a murmur to France’s Peugeot, which is now 
making $160m a year from them. But what if Britain’s soon- 
to-be-privatised water firms were to be bonght by the French! 
Good God: entirely non sone j 





I ike All The Best Airlines 
We Check Our Passengers On Board. 














Cs. By One 


les just one step in the electronic tracking of your international 
express shipment, when you send it UPS 
Recognizing that your delivery is as vital to our business as it is to yours 
A point of view which happens to have made us the world’ largest package delivery company 
And, often, the most economical 
The UPS international network now offers express delivery of parcels and 
documents to over 175 countries and territories worldwide 
But we never forget how we will maintain your trust. One delivery at a time 
By our people taking personal responsibility 


On the ground. In the air Every step of the way. 
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United Parcel Service 


As sure as taking it there yourself 





For further information call Australia: UPS/Rohlig Express* Tel. 663-0774 Bombay: UPS/Elbee * Tel 22-6124449 Brunei: layapun (B) Sdn Bhd * Tel (673-2) 42401/43689 China, Peoples 
Republic of: LIPS-Sinotrans* Tel (86-1) 482-278/( 86-21) 213-862 Hong Kong UPS Parcel Delivery Service LTD * Tel (852) 3-7353535 Indonesia: UPS/PT Global * Tel (62-21) 380-3267 
Japan: UPS. Yamato Express Service Co , Ltd. * Tel. Ichikawa (0473) 27-6121 Korea: UPS Korea Airfreight LTD * Tel. (82-2) 693-4419 Macau: United Parcel Service * Tel. 3-7353535 
Malaysia: United Parcel Service (M) SDN BHD + Tel (60,3) 255-2566 New Zealand: UPS Fli- Way Transport * Tel. (64-9) 275-3060 Papua New Guinea: RLC Air Cargo * Tel (67-5) 25 
1511 Philippines: Delbros Inc * Tel (632) 8321565-69 Singapore: United Parcel Service Singapore PTELTD* Tel (65) 542-5151 Taiwan: UPS International Inc Maiwan Branch Tel (88-62) 
597-5998 Thailand: UPS Parcel Delivery Service LTD * Tel. (662) 511-4881, 511-2190, 513-4614 ® Trademark and service mark of United Parcel Service of Amenca, Inc, of USA 


These are the companies of 
United Technologies, along with 
Otis, Hamilton Standard, Norden 
and others. Each one is a leader 
in its own market. Together, as 
United Technologies, there are 
more than 190,000 of us in 
300 plants in 57 countries. All 
working together, sharing 
knowledge, engineering and 
expertise. All with the single 
goal, to make the most of our 
united technologies, for all our 
customers. 


FJ UNITED 
kd TECHNOLOGIES 


a Almost every two seconds 
somewhere in the world, 
another aircraft powers up with 
Pratt & Whitney engines 
Utilizing such advancements 
as single-crystal technology 
and high-temperature turbine 
alloys, Pratt & Whitney has 
pioneered propulsion systems 
for military, commercial and 
general aviation 


a PRATT & WHITNEY 





b The tradition of leadership at 
Sikorsky lives on with military 
helicopters supplied to mort 
than 36 nations, and commer 
cial helicopter designs that lead 
the industry 


SIKORSKY 












€ Theair conditioning and 

heating equipment in buildings 

and homes is quieter and 

more efficient, thanks to Carrier, 
the world's largest manufac 

turer of these technologically 
advanced systems 


CARRIER 
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d Most of the cars on the 
road today have electric and 
electronic components from 
UT Automotive. Tomorrow will 
bring advanced systems like 
electronics integrated with 
headliners and door panels, 
installed as single units 


UT AUTOMOTIVE 
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NEW YORK 


The American dream, 
the American nightmare 


New York's population and economy are growing. So are its crime, its 
drug-abuse and its racial tensions. The new mayor who will be elected on 
November 7th has to stop the melting-pot boiling over 


ALK to the immigrants pouring into 
the city and New York is still the Ameri- 
can dream. To many of the natives it is an 
American nightmare. The white middle 
asses continue to flee the city in search of 
scent schools and safe streets. American 
blacks are more than ever an underclass, as 
immigrants surge ahead of them. 

Most immigrants do not register to vote, 
even when they are eligible. So in the cam- 
paign to elect a new mayor to succeed Mr Ed 
Koch, defeated by the black borough presi- 
dent of Manhattan, Mr David Dinkins, in 
the Democratic party's primary on Septem- 
ber 12th, all agree that things in the city 
have never been worse. 

Voters and candidates accept that crime 
is out of control. The city will have 28,000 
police by the end of this fiscal year, com- 
pared with 22,500 in 1980 (and with only 
10,000 in 1910, when the city was already 
two-thirds its present size, but just two peo- 
ple were arrested for possessing narcotics). 
The number of jail beds has doubled to 
19,400 during the 12 years that Mr Koch 
has run the city. Yet in the mayoral cam- 
paign, as in the primaries, candidates are 

mpeting to promise more police on the 
s.reets, more criminals in jail. Nobody cares 
that other big American cities, notably 
Washington, have a worse crime rate, nor 
that the streets of midtown Manhattan are 
lively and reasonably safe at night, unlike 


those of Atlanta, Houston or Detroit, where 
they are given over to footpads and whores. 

AIDS is seen as another plague on the 
city. Hopefulness is deplored. When Dr Ste- 
phen Joseph, the city's health commis- 
sioner, halved to 200,000 (or one in 37) his 
estimate of the number of New Yorkers who 
were HIV-infected, and so liable to develop 
the disease, he was accused by homosexuals 
of cooking the figures so that the city could 
spend less combating the disease. Like 
crime, AIDS is not viewed in any sort of con- 
text. New York has a long history of epidem- 
ics—smallpox, yellow fever, cholera— 
which, in their time, were just as destructive. 

Talk of New York suffering the worst 
municipal corruption in its history is as ex- 
aggerated. Several leading local politicians 
have gone to jail, including the Bronx Dem- 
ocratic party leader, who had in his office a 
sign saying: “Crime doesn’t pay—as well as 
politics." More politicians should be in jail 
with him. Yet corruption today is minor 
compared with, say, the Tammany Hall of 
mayor Jimmy Walker in the 1920s. 


Back from the brink 


New Yorkers hate to admit it, but in some 
ways their city has changed much for the 
better. Recent mayoral campaigns were 
dominated not by this year's issues of race, 
drugs and crime but by municipal finance. 
When Mr Koch was first elected mayor, in 
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1977, it was doubtful that the municipality 
could avoid bankruptcy. Today debt-service 
costs, which in the mid-1970s ate up 25% of 
city revenues, are down to 11-12%. The 
Municipal Assistance Corporation, set up 
to raise money for New York when the city’s 
paper was unmarketable, is now able to re- 
tire high-interest bonds and replace them 
with lower-coupon ones. 

The recovery reflects a rebirth of the 
city’s economy as a whole. Between 1969 
and 1977 New York had lost 600,000 jobs, 
Its manufacturing base crumbled, as the fur- 
niture-makers, the brewers and a big chunk 
of the rag trade left town. By now, the pro- 
portion of New York jobs in manufacturing 
has halved from the 22% of 1969 to 11%. 
Industrial head offices went too: to Texas, 
Connecticut, the District of Columbia, any- 
where but the rotten Big Apple. In 1969 
about one in four of the Fortune 500 indus- 
trial companies was headquartered in New 
York; today about one in ten. 

It was painful at the time, yet this 
change has strengthened New York’s eco- 
nomic base. Instead of manufacturing, 
which has shrunk nationwide, the city now 
depends on newer businesses that are grow- 
ing fast. 

In 1982 finance overtook manufactur- 
ing as the city's biggest employer. The gap 
has widened ever since. Those electronuts 
who predicted that Wall Street would be 
made redundant by a black box handling all 
financial trades from somewhere in New Jer- 
sey look foolish. The depth of New York's 
markets, the skills of its arbitragers, accoun- 
tants, corporate lawyers and deal-makers, 
still make lower Manhattan the unrivalled 
financial capital of the United States. 

Such dependence on Wall Street could 
be worrying. After the stockmarket crash of 
October 1987, New Yorkers need no re 
minding of that. But the city has another 
growth business: catering to what a vice- 
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affluent, sumptuary world”-—high 
fashion, interior decoration, jewellery, arts 
culture, tourism (nearly 20m people 
t New York each year), gourmet restau- 
ants and the like. 

— Information is another job-creator. Hol- 
ywood e provide the soaps for America’s 
national television networks, but New York 
rovides most of its serious writing. Its 
book-publishers, newspapers and magazines 
jake New York a big information centre. Its 
eaching hospitals gain from a seemingly un- 
toppable rise in spending on health-care. 
As the home of drugs wholesalers and of the 
mafia families, New York profits even from 
he crime wave, though it prefers not to ad- 





































anks to.its economic recovery, a city that 
t about everybody a decade ago expected 
shrink is growing again. Since 1980 New 
rk's population has increased from about 
to 7.4m; some demographers think it 
vill pass its historical peak of 7.9m shortly 
er the turn of the century. The city's 
00,000 or so illegal immigrants are likely to 
ade the census-takers again in 1990. Even 
so, that census is expected to show that the 
erage number of New Yorkers per house- 
has increased during the decade, for 
e first time since the depressed 1930s. 
~ The city is experiencing a wave of immi- 
ation comparable to the influx of Irish and 
mans in 1840-60, or of Jews and Italians 
1890-1915. By 2000 the majority of New 
kers will again be immigrants or their 
children. This has always been a polyglot 
place. When New York was New Amster- 
Jam, Peter Stuyvesant used to write agitated 
letters home to complain that Dutch settlers 
were being swamped by riff-raff from 


dent of the Ford Foundation called "to- 





























Yet most of the newcomers are not part 
of any huddled mass yearning to breathe 
free. Indian engineers, Jamaican nurses and 
Korean doctors are commonplace. On the 
whole, the West Indians are much better 
educated than their countrymen who were 
recruited to do menial jobs in Britain in the 
1950s. Many immigrants from Asia, espe- 
cially those from the Indian subcontinent, 
and the mainland and overseas Chinese, ar- 
rive with enough money or credit to go into 
business on their own. Many of the old Jew- 
ish businesses along Broadway from Green- 
wich Village to 42nd Street are now in 
Asian hands. The Chinese run restaurants; 
the South Koreans sell vegetables and fish; 
Pakistanis and Indians are newsagents. Chi- 
natown, in lower Manhattan, is expanding 
to engulf neighbouring Little Italy. 

Perhaps because of their relative afflu- 
ence, most of today’s immigrants do not set- 
tle first in the tenements of Manhattan. 


They have.nó need to recreate th 












lor of its lower east side, which 
was the most crowded place on earth, with a 
population density higher than that of the 
slums of Calcutta. Instead they settle imme- 
diately in the old neighbourhoods of 
Queens and Brooklyn. Flushing, at the far 
end of the number seven subway line 
through Queens, has become New York's 
second Chinatown and first Koreatown. 
Crown Heights and East Flatbush in Brook- 
lyn are favoured by West Indians. 

The immigrants demand less living 
space than the white families that their 
homes once housed. Roomy apartments are 
sub-divided by partitions. The New York 
telephone company commonly finds itself 
installing four telephone lines in a house 
that previously had one. 

Yet increased density does not have to 
mean slums. Mr Louis Winnick, of the Fund 
for the City of New York, points to Sunset 
Park, a neighbourhood around the ol’ 
Brooklyn Docks that was heavily settled E. 
Scandinavians at the start of the century. 
Then the Irish and the Italians moved in. Al 
Capone, a local boy made bad, got the scar 
on his face in a fight near here. By the 1950s 
the Irish and the Italians had started to 
move out, and the Puerto Ricans to move in. 
Rates of welfare dependence, unemploy- 
ment and arson climbed. In the late 1970s 
attractive brownstone houses in Sunset 
Park were changing hands for $30,000.To- 
day the same houses fetch $250,000- 
275,000. Chinese immigrants have 
gentrified Sunset Park. Crime is down. The 
once empty streets are thriving again. 

The immigrants have met little hostility 
in the mainly lower-middle-class neighbour- 
hoods where they have settled. Whites who 
would be alarmed by the prospect of blacks 
or Puerto Ricans moving next door, 



















elsewhere. But the city has never been 


Even excluding Puerto Ricans, 


ose. European countries that sent 
ir.millions to America before 1914; 
e only West European influx is of 
Irish, pouring in illegally. 
"n the seven years from fiscal 1980 
. fiscal 1986 inclusive, federal au- 
rities recorded 578,000 immi- 
nts as intending to settle in New 
‘ork. The largest number, 92,000, 
came from the Dominican Republic, 
owed by Jamaica (67,000), Guyana 
(42,000), China (38,000), Haiti 
(34,000), Colombia (21,000), India 
(21,000) and South Korea (18,000). 
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and depressing the value of their 
homes, are untroubled by the pros- 
pect of Chinese or Korean neig 

bours. They look only slightly mo.. 
askance at Indians, who are even more 
law-abiding than the Chinese: family 
courts meet virtually no juvenile crime 
among Indian immigrants. The 
Puerto Ricans and Dominicans apart, 
few of the newcomers are on welfare. 


The underclass 


For New York the immigrants are not 
the problem, but a big part of the solu- 
tion. Yet, paradoxically, their success 
adds to the greatest challenge facing 
the city’s new mayor: the growth of a 
largely black underclass, desperate 
and increasingly dangerous. 

The slum areas where these blacks 
live, in central Harlem, Brownsville, 
Bedford-Stuyvesant and parts of the 
South Bronx, are increasingly one- 
class as well as one-colour. The deseg- 
regation laws that came out of the 
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‘The tapes are excellent 
and | will renew my 
subscription.’ 

S.P., U.S.A. 

Join the thousands of disceming 
viewers worldwide who no longer go 
without the variety and quality of British 
television. 

As a subscriber to BBC Video World, 
you could receive a video cassette of 
current BBC programmes every other 
week. Each edition has nearly three 
hours viewing from BBC 1 and 2 
especially presented for a worldwide 
audience. 

Full-length plays, current affairs fea- 
tures, documentaries, nature program- 
mes, comedies and sporting action... 
All feature in a compelling mix, carefully 
chosen to inform, entertain and stimu- 
late you. 

Only available direct from the BBC 
on subscription, each video issue is 
converted into the format correct for 
your country of residence (or almost any 
alternative you wish) so you can watch 
as soon as the tapes arrive. 

You will also receive the BBC Video 
Worid magazine, giving you glimpses 
behind the scenes at the BBC. Plus 
articles about the programmes and 
reflections on what's happening in Bri- 
tain and around the globe from some of 
Britain's most perceptive journalists. 

A year's subscription to BBC Video 
World brings you 26 video cassettes and 
six full-colour magazines. All insurance 
and delivery charges are included. And 
we have offices worldwide to guarantee 
your complete satisfaction. 


YOU TOO CAN ENJOY BBC TELEVISION 
— NO MATTER WHERE YOU LIVE 


Subscribe to BBC Video World night 
now with your credit card. Call us — no 
matter what the time of day — free-of- 
charge. Or complete the form below and 
airmail it today. 

BBC Television. Don't miss it. 


BBC VIDEO 
WORLD 


3940 SKYLINES, LIMEHARBOUR, LONDON E 14 9TS, UNITED KINGDOM. 
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civil-rights struggles of the 1960s enabled 
the black middle class to escape to better ar- 
eas. Among those who are left, the normal 
structures of American society, above all the 
family, have collapsed. Four-fifths of central 
Harlem babies are illegitimate. Infant mor- 
tality in the black slums is 2! times as high 
as in the city as a whole; the incidence of 
tuberculosis 20 times as high. In some areas, 
70% of children drop out of high school. 
Few of the slum-dwellers have the skills for 
regular work, and few get it. 

At best, the result is dependence. Of 1m 
or so New Yorkers who receive welfare pay- 
ments, most are Puerto Rican or black. The 
great majority of these are in families headed 
only by the mother. For the more enterpris- 
ing, there are other and nastier routes to a 
living (or at least a high), drugs and crime. 

In a materialist society, this underclass 
of native blacks has already seen the descen- 
dants of white immigrants outstrip it. If 
brown, black and yellow immigrants too 
leave the American blacks behind, the talk 
about New York's melting-pot becoming a 
boiling cauldron will not seem far-fetched. 

Mr Tom Wolfe's novel "The Bonfire of 
the Vanities”, showing New York politi- 
cians and clergymen exploiting racial ten- 
sions, is already beginning to look pro- 
phetic. So is Mr Spike Lee's latest movie, 
"Do the Right Thing", which ends with 
Bedford-Stuyvesant blacks burning down a 
local pizzeria owned by "Eyetalians". 

Racial tension quickly turns into racial 
hate and violence. When recently blacks 
mourning the murder of a black boy by a 
mob of white ones entered Bensonhurst, an 
Italian-American neighbourhood in Brook- 
lyn, they were met by a crowd that chanted 
"Niggers go home" and waved water mel- 
ons, a derisive white symbol for blacks. Parts 
of the city are virtually no-go areas for 
whites. In a recent daytime walk through 
Harlem, The Economist's correspondent 
saw not one white face in 25 blocks. 

Mayor Koch, who is white (and, not ir- 
relevantly in this context, Jewish) and who 
has a lacerating tongue, stands accused by 
New York newspapers and by his political 
opponents of polarising the city on racial 
lines. His successor will have to do better. 


Keeping the whites in town 
A continuing priority is to slow the exodus 
of the white middle classes and to persuade 
successful immigrants not to decamp to the 
suburbs. The city needs the immigrants’ 
generally strong family and moral values, 
particularly in its schools. It needs their 
taxes, if it is to move beyond the solvency it 
achieved in 1980 and go on to make New 
York a nice place to live in as well as to visit. 
The city's roads, buses and improved but 
still brutal subway system will have to be 
brought up to a standard that the middle 
classes find tolerable. 

The need to regain the confidence of 
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the white middle classes prevents any mayor 
of New York making certain sensible 
changes. Rent controls mainly benefit the 
relatively well-to-do, and encourage them to 
stay in homes larger than they need. That is, 
at best, no help to the city’s 90,000 home- 
less. But any tampering with the controls 
would hasten the flight of the affluent to the 
suburbs. 

The same goes for any increase in in- 
come or sales taxes, in a city already heavily 
taxed, by American standards, with a sales 
tax of 8.2596 and a city income tax rising to 
3.496 (on top of the state income tax, which 
rises to 7.896). An increase in the city's low 
property taxes would be less disruptive: the 
owner of a $250,000 house typically pays 
about $2,500 a year in the rest of America 
but only around $1,500 in New York. 

Nobody, however, can sensibly argue 
against the new mayor tackling discrimina- 
tion against blacks in public employment. 
One New Yorker in four is black, only one 
in eight of the city's police force. Black lead- 
ers note that in the city's health, transport 
and education services ("plantations" is 
what they call them) the supervisors are dis- 
proportionately white, while blacks are con- 
fined mainly to the menial tasks. 

The new mayor must also face the grow- 
ing, and mainly black, addiction to crack. 
This has caused a sharp rise in violence. It 
has also added to the workload of the family 
courts. There were 13,000 cases of child ne- 


glect or abuse in New York last year, com- 
pared with 1,700 in 1984. Drugs were in- 
volved in two-thirds of the 48 cases where 
the child died as a result of neglect or abuse. 
The average age of first drug use by New 
York addicts is 12. In 8396 of criminal ar- 
rests, the suspects test positive for drugs. 


New York needs help 


New York's problems are national prob- 
lems, though Mr Koch was booed for point- 
ing this out at a Democratic party national 
convention. The city, despite its $27 billion 
municipal budget, cannot solve them alone. 
The new mayor will need to win the sort of 
unstinting help from the federal govern- 
ment that Fiorello La Guardia, mayor dur- 
ing the 1930s depression, got from the Roo- 
sevelt administration. 

That is easy to say, hard to do. Mr 
George Bush, like Mr Ronald Reagan, was 
elected president by running against the in- 
ner cities. Nonetheless New York's n 
mayor could much improve its chances , 
working more effectively than Mr Koch has 
at joint lobbying with other big-city mayors 
for federal cash, and by persuading New 
York's notoriously egotistical Congressmen 
to work together in Washington. 

Mr John Lindsay, who was in Congress 
before serving two terms as mayor of New 
York, remembers how hard it was to con- 
vince fellow Congressmen that a politician 
from New York did not have horns and a 
tail. Other Americans think New Yorkers 
are rude and crude. In his 12 years in Gracie 
Mansion, Mr Koch has confirmed that im- 
pression. Taking a lead from Mr Bush, Mr 
Koch's successor will have to work for a 
kinder, gentler city. 

Even if the federal authorities come 
round to helping New York, the next mayor 
will not significantly improve the lot of the 
underclass: centuries of slavery, prejudice 
and exploitation are not undone in one 
four-year term. However, instead of hiri 
more police and building more prison ceus, 
he could more usefully spend the money on 
trying to lift the next generation out of the 
underclass by improving the city's bad and 
worsening schools. 

Professor Richard Netzer, at New York 
University, suggests three changes that all 
make sense. Repair and clean the schools. 
Make them smaller: 600 pupils is too many 
for elementary schools, 2,000-3,000 far too 
many for high schools. Shift power away 
from the city's 32 politicised and often cor- 
rupt community school boards to the staff 
and parents of each school. That way the 
new mayor could really make a difference 
without setting off a flight of tax-evaders. 
Better schools might even attract some of 
the middle-class taxpayers back. 

Not before time. For all the new sheen 
of its economy, the Big Apple is still worm- 
eaten at the core. 
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Expatriates 


d Money Market Interest Rates 

w interest paid gross (tax free) 
interest calculated daily, 
paid monthly 


If youre presently working or resident abroad it doesnt 


.. make sense to retain a bank or building society account based in 


Britain. But with a Manx Money Market Cheque Account from 
Bank of Scotland (Isle of Man) Lid you can retain your British 
connections and earn a high rate of interest without the tax 
impositions of the mainland. 

Your Manx account cheque book is used in the normal 
way and there is no restriction on the amount you can withdraw 
at any one time or the number of cheques you can issue. On 
deared balances of £3,000 or more you earn interest at Money 
Market rates and even on balances below this you will still receivea 
competitive rate. And, because of Manx tax legislation, interest 
will be paid gross, without deduction of any tax. 

Enjoy all the benefits of a normal current account 
paying high rates of interest and all from a subsidiary of a major 
U.K: bank. 
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Bank of Scotland (Isle of Man) Ltd was 
incorporated and is situated in the Isle of Man 
and is a wholly owned subsidiary of Bank of 
Scotland. The paid up capital and reserves of 
Bank of Scotland (Isle of Man) Ltd as at 28th 
February 1989 were £4.37 million. 

Copies of the Annual Report and Accounts of 
Bank of Scotland are available on request from 
Bank of Scotland (Isle of Man} Ltd, PO Box 19, 
Douglas, Isle of Man or Bank of Scotland, Head 
Office, The Mound, Edinburgh EHI 1YZ. 
Deposits made with offices of Bank of Scotland 
(Isle of Man) Ltd in the Isle of Man are not 
covered by the Deposit Protection Scheme under 
the Banking Act 1987. 
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FROM OUR TOKYO CORRESPONDENT 


OME back, Liberal Democrats, 
50 M all is forgiven. Anyone studying 
the result of the by-election in Ibaraki 

-prefecture on October Ist might well 

think that the Japanese voter is mag- 
nanimous to a fault. After a year of 
money and sex scandals, after the in- 
troduction of a sensible but deeply 
4  RBpopular 3% consumption tax, af- 
- wt a revolt by farmers against the 
opening of Japan's markets for farm 
products—after all this, the voters of 
Ibaraki shrugged their shoulders 
(only 47% of them even bothered to 
vote) and elected the Liberal Demo- 
crats' man to the upper house of par- 
liament. He won more than half the 
vote. It was quite a turnaround since 
the upper-house election in July, 
when the ruling party got 2896 of the 
vote in Ibaraki and the Socialists 
4590. 

The Liberal Democrats can 
thank the opposition for part of this 
pleasant surprise. The Socialist candi- 

... date, by common consent, was dread- 

ful. More important, the socialists 

have failed to turn themselves into a 
plausible contender for government. 
Despite numerous meetings with 
emaller opposition parties, they have 
yt yet convinced them, or the vot- 
ers, of their soundness on four big is- 
sues: defence, Japan's relations with Amer- 
ica, the. Koreas (the Socialists. have 
traditionally: sided with the communist 
North); and what the party would do with 
Japan's nuclear power plants. 

-. Miss Takako Doi, the party's law-profes- 
sor-tutned-leader, has done her best. She 
has wrenched her party's policies further to- 
wards reality in the past few months than 
Mr Neil Kinnock managed in his first few 
years as head of Britain's Labour party. But 
they have plainly not been wrenched far 
enough. 

The Liberal Democrats have also helped 

;: themselves recently. They have had some 
“> Success in convincing the voters that things 
ate not all bad. Rural voters have been given 
special attention. As part of its liberalisation 

- Of Japan's farm markets, the government cut 
the tice-support price for two seasons run- 
-ming. This year it left the price unchanged. 
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A death much exaggerated 


Kaifu declines the grave 
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Withdrawing the consumption tax was 
out of the question; that would only store up 
problems for a future administration. But 
the party has started to soften the blow. Mr 
Ryutaro Hashimoto, the finance minister 
{and a possible future prime minister), has 
done a brilliant job telling the voters (par- 
ticularly women) that the party cares 
about their views on the new tax. In 
newspaper advertisements his. suave 
face exhorts anyone to write to him 
with his opinions. The ploy seems to 
have paid off: a newspaper poll sug- 
gests that voters say they are less an- 









































prime minister when the hapless 
Uno fell two months ago, has starred 
On television he has been seen hobnob 
with the mighty, among them Pre 
Bush, whom he saw in Washington, 
Mrs Thatcher, who called last month in 
kyo. Mr Kaifu’s speech this week at 
opening of parliament hit all the right not 
He managed to say something about dri 
about the environment, about raising 
pan’s living standards closer to its 
levels—and, of course, about the consu 
tion tax and political reform. 
Nevertheless, the speech also mad 
clear how little Mr Kaifu’s party intend: 
change things. The prime minister had 
specific proposal to announce on the « 
sumption tax; any revisions may be put 
until after the lower house of parliam« 
dissolved and an election called: As f 
ing something about the stew of corrup 
that is Japanese politics, all Mr Kai 
say was that he has convened an "Elect 
System Council". To suppressed yaw: 
revealed that the council will make re 
mendations in March which will be p 
effect in November next year. 
Well, perhaps. In the year 
the Recruit shares-for-favours sc 
came to light, legislators have 
few of the fund-raising parties 
make such easy targets for pu 
ger. Instead, they have sent t 
retaries out to collect mone 
businessmen directly. Businesses 
tinue to provide politicians with. 
just one of the small-scale impro 
eties that would be unacceptab 
other countries. 
So far, the ruling party's only 
forms have been two proposed:m 
amendments to the election law. It 
sumed that they will prove as full of 
holes as the reforms enacted in thé 1 
under Takeo Miki. The party does prom 
great things for the future. Two senior | 
cials have said that they expect the system 
multizmember constituencies to- 








noyed by the tax itself than by the 
way it was introduced. Besides, they 
dislike an alternative scheme the So- 
cialists have been proposing: it would 
lead to the wider use of social-security 
numbers (and to less tax dodging). 








Mr Toshiki Kaifu, who- became 








ASIA irt 
scrapped—although not yet. In such con- 
stiruencies Liberal Democratic factions 


spend huge sums fighting each other for the 
best place on the party ticket. This is widely 
considered the main cause of politicians’ in- 
satiable appetites for campaign funds. 

For now, the party is regaining its old 
confidence. Mr Kaifu's tenuous hold on 
power, which has depended solely on the 
support of Mr Noboru Takeshita's faction, 
is a little stronger. The opinion polls have 
turned up. Young voices in the party argue 
that the general election—which has to be 
held by next summer— should be delayed as 
long as possible; they think the party will 
continue to gain strength. Older politicians, 
notably Mr Shin Kanemaru, seek an early 
election, perhaps this year. He assumes that, 
despite its recovery, the party would lose 
some seats. But young Mr Kaifu could be 
blamed for its loss, ditched and replaced by 


an older man. 

Assuming they hold on to power, the 
Liberal Democrats will still have to deal with 
an upper house controlled by the opposi- 
tion for at least three (and probably six) 
years. Although the constitution says that 
some bills, including the budget, can be 
passed by the lower house alone, custom dic- 
tates otherwise. In Japan such custom is not 
treated lightly. 

For the rank-and-file parliamentarian in 
the Liberal Democratic party, those are hy- 
pothetical worries. The general election 
campaign has started and his mind is on get- 
ting re-elected. Not so long ago his privileges 
and perks seemed gravely endangered. The 
result in Ibaraki has given him new hope. 
That, perhaps more than anything else, 
should for now remove the last trace of 
threat to the way the party elders have tradi- 
tionally run things. 





China 


Unhappy birthday 


FROM OUR CHINA CORRESPONDENT 


The conservative wind is still blowing strongly in China. Our correspon- 
dents gauge its sting in both Beijing and Hongkong 


ORTY is a perilous age, especially for 

China. “Hostile forces, international as 
well as internal, are still engaged in activities 
of sabotage and subversion against us." 
Their aim is to turn China "into a bourgeois 
republic . . . reducing it once again to a de- 
pendency of the western capitalist powers." 
Or so claims Mr Jiang Zemin, the Commu- 
nist party general secretary. He gave his grim 
warning in a televised speech broadcast just 
before China began celebrating the October 
Ist anniversary of its 1949 revolution. 

The contrived paranoia hardly made for 
a festive atmosphere, however cheerful the 
fireworks popping over Beijing’s Tianan- 
men Square (occupied this time, unlike last 
spring, by carefully selected guests). That 
does not bother Mr Jiang and his colleagues: 
their first task is to reassert the party's au- 
thority after the bloodshed in Beijing and 
elsewhere in June. What better way than to 
castigate the suppressed pro-democracy 
movement as a "counter-revolution" abet- 
ted by outside forces? 

The conservatives will have been given 
more fodder for their anti-foreign campaign 
on October 5th, when the Dalai Lama, the 
symbol of Tibetan independence, was 
awarded the Nobel peace prize. But policy as 
much as propaganda is harking back to the 
orthodoxies of the past. A document being 
circulated by the party's Organisation De- 
partment says that to "preserve the purity" 
of the 47m-strong party, no private busi- 
nessmen should henceforth be party mem- 
bers. If entrepreneurs are to be shut out of 


24 


China's ruling councils, what hope is there 
for Mr Deng Xiaoping's economic reforms? 

Officially, China remains committed to 
Mr Deng's "open-door" policy. Yet the 
door seems all but closed. Private businesses 
are to be banned if they do not meet “peo- 
ple's needs" (which the central planners are 
naturally better suited than the market to 
define). Mr Jiang points to the old Maoist 
values of “self-reliance, hard work and plain 
living". And the prime minister, Mr Li 
Peng, last weekend suggested how corrup- 
tion and inflation should be curbed: “Lead- 
ing cadres at all levels should be fully pre- 


Plain talk from Jiang 
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pared mentally to work hard, set a good 
example and share a life of frugality with all 
the people for the next few years.” 

That would be a novel experience for 
the many leading cadres who have taken ad- 
vantage of Mr Deng's half-capitalist liberal- 
ism to fill their pockets and fatten their bel- 
lies over the past decade; and it is one reason 
why optimists argue that the clock cannot 
be turned back. Perhaps not: the reformers 
are not in full flight. Mr Jiang’s disgraced 
predecessor, Mr Zhao Ziyang, is accused of 
"splitting" the party, but he has not yet 
been charged with a crime, expelled from 
the party or even—according to Mr Jiang— 
had his salary reduced or withheld. And this 
week one of Mr Zhao's protégés, Mr Gao 
Shangquan, still a high official of the eco- 
nomic reform ministry, bravely went public 
with a defence of the reforms: "China must 
not negate the main current of reform and 
the open-door policy in the past decade just 
because some aberrations have occurred." 

Unfortunately, there is greater cause fc. 
pessimism. Among those on the rostrum for 
the October Ist celebrations in Tiananmen 
Square was Mr Chen Yun. Mr Chen, 84, is 
adamantly opposed to economic reform. 
Two years ago Mr Deng and Mr Zhao suc- 
ceeded in sidelining him. Now, having 
helped Mr Deng to oust Mr Zhao, he is 
back—and claiming his reward. That con- 
sists of making use of the sway he holds over 
the newly entrenched prime minister, Mr Li, 
and his deputy, Mr Yao Yilin. One theory 
about why Mr Zhao remains unpunished is 
that Mr Deng cannot bear to see Mr Chen 
undo all his work. 

If so, the 85-year-old Mr Deng must be 
desperate to find an heir who will please the 
conservatives but still preserve his legacy. It 
is now rumoured that Mr Deng is preparing 
to give up his one remaining post, that of 
chairman of the Central Military Commis- 
sion, to Mr Jiang—and that Mr Yane 
Shangkun, the still-ambitious 82-year-o 





ASIA continues on page 29 > 
THE ECONOMIST OCTOBER 7 1989 








Start Data Search 


How to find 


information 
in a maze 


of data 


If your company has computers, you already 
have plenty of data. Sales data, financial 
data, market data. Ironically, what you may 
not be getting is useful information. 


That's the whole reason for OfficeVision™, a 
new software product from IBM. OfficeVision 
combines powerful tools in a way that links 
IBM systems together and helps you extract 
meaningful information wherever the data is 
hidden — in a personal computer next door or 
a large system several floors away. 


With its easy-to-use, intuitive, graphical 
interface, OfficeVision can help you find data 
wherever it is and manipulate it the way you 
want. Then you can test your ideas and make 
informed decisions — combining text, graphics 
and images to get your ideas across. 


How much does it cost to get out of the data 
maze? A lot less than you might expect. 
OfficeVision comes in different sizes, so you 
only pay for what you need. And that means 
you can take the shortcut without paying the 
toll. 


We're in the results business 
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BE ON A 
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Se Executive Chef at the White 
House, Hans Ferdinand Raffert 
has earned membership to Le 
Club des Chefs des Chefs. An 
elite gathering of gastronomic 
masters whose members are all 
present or past chefs to Heads of 
State. 

From August to October, passen- 
gers on selected Cathay Pacific 
long-haul flights will see for them- 
selves how Chef Raffert and his 
colleagues earned their stars and 


stripes. 
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East 42nd Street by Wingo Lee. One in a series of menu cover photographs specially commissioned by Cathay Pacific for its Club des Chefs des Chefs programme. di 
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vice-chairman of that body, will not stand in 
the way. 

Mr Jiang, 63, may be a sensible choice, 
He is orthodox enough for the hardliners 
but sophisticated enough to appreciate the 
merits of reform—and polyglot enough to 
talk to foreigners. The trouble is that he has 
no power base of his own. He is, besides, Mr 
Deng's third general secretary in the past 
eight years. Designated heirs have not fared 
well in communist China; Mr Deng's may 
have the lowest success rate of all. 





No votes, please, 
we're Hongkong 


FROM OUR HONGKONG CORRESPONDENT 


R YANG YANG, a member of Chi- 

na’s national swimming team, was 

e of Hongkong's more embarrassing re- 
cent guests. Six weeks ago he sought politi- 
cal asylum in the British colony. He said that 
he was a member of the outlawed Chinese 
Alliance for Democracy and had helped dis- 
sidents flee China after the bloody suppres- 
sion of the pro-democracy movement in 
June. On September 23rd Hongkong immi- 
gration officials arrested Mr Yang, intend- 
ing to send him back to China. This week a 
Hongkong court granted him a stay of exe- 
cution. America then gave him a visitor's 
visa, and Mr Yang flew off to San Francisco. 

Mr Yang asked for some of his trouble 
in Hongkong by making a public issue of his 
plea for asylum (since June, Hongkong has 
quietly served as a conduit to the West for 
several Chinese dissidents). But the attempt 
to send him back did not put the Hongkong 
government in a good light. 

That government and its British masters 
do have an excuse of sorts for their attack of 

-ves. They do not want to give China any 

son for backing down on its promise of 
"one country, two systems ""— meaning the 
undertaking of China's rulers to preserve 
Hongkong's capitalist way of life for 50 years 
after the colony reverts to Chinese sover- 
eignty in 1997. China still declares its un- 
swerving compliance with the agreement it 
signed with Britain in 1984; but at the same 
time it denounces Hongkong for harbour- 
ing "criminals" and "counter-revolution- 
aries". On Wednesday it threateningly de- 
scribed Hongkong's decision to let Mr Yang 
go to America as “a very bad precedent”. 
The colony should be asking itself at what 
point politeness towards China becomes 
self-defeating appeasement. 

For the most part, Hongkong's politi- 
cians are a svelte, articulate and instinctively 
conservative clique, This summer, with the 
gunfire of Tiananmen Square still rattling in 
their ears, they suddenly demanded more 
democracy—and fast—to defend Hong- 
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kong’s way of life. The few committed demo- 
crats among them called for all legislators 
and the colony's chief executive to be di- 
rectly elected by 1997. And every one of the 
“unofficial” legislators (those who hold no 
government office) called for direct election 
of at least half the legislature by 1995, and of 
the chief executive by 2003. Since the 
present legislature has no directly elected 
members, this would be a big step forward. 

Autumn is bringing second, more cau- 
tious, thoughts. Delegations of Hongkong 
politicians and businessmen summoned to 
Beijing return with "compromise" propos- 
als. All of these would keep real power in the 
hands of the business lobby, which the com- 
munists in China much prefer to elected 
politicians as their interlocutors. 

The New Hongkong Alliance of Mr Lo 
Tak-shing advocates a two-chamber system 
in which only a quarter of the seats would be 
directly elected. Mr Vincent Lo Hong-shui, 
the most prominent of Hongkong’s younger 
businessmen, talks of a “four-four-two”’ so- 
lution: 40% of the legislature in 1997 would 
be directly elected, 40% would be elected by 





Philippines 


Haunted by Marcos 


HE rumour in Manila this week was 

that Ferdinand Marcos, whose death in 
Hawaii was announced on September 28th, 
is still alive. The story goes that he bought 
the hospital where he spent the past eight 
months and faked his death to escape trial 
in New York, where he had been charged 
with stealing $103m from the Philippine 
government while he was president. 

It is a characteristic Philippine tale. But 
however few of his countrymen believe it ex- 
actly, many are convinced that Marcos was 
superhumanly clever. President Cory 


“functional constituencies” such as lawyers 
and doctors, and 20% would be by chosen 
by an electoral college. Even the British have 


been more adventurous than that: in July — 


the House of Commons Foreign Affairs 


Committee recommended that half the leg- — 
islature be directly elected in 1991 and all of - 


it by 1995. 
The result is that, with the memories of 


last spring's horrors already fading, the colo- — 


ny's old divisions over democracy have reap- 
peared. China is sitting tight. It has ignored 
blunt advice from Britain's new foreign sec- 
retary, Mr John Major, to rebuild Hong- 
kong's confidence. It has virtually banned 
the colony's outspoken liberals, Mr Martin. 
Lee and Mr Szeto Wah, from helping to 
draft the Basic Law (the colony's constitu- 
tion after 1997). And, at a meeting last week 
in London with an unusually assertive Brit- 


ish delegation, China's officials on the two — 
countries' Joint Liaison Group conceded ab- 
solutely nothing. Britain seems more willing 
to stand up for Hongkong now. With the 
colony apparently undecided to stand up for 
itself, chat may not matter. 





Aquino has refused to allow the body home 
for burial. She fears that a funeral would re- 
kindle their admiration and make them 
overlook Marcos's crimes; these probably 
include the assassination of her husband in 
1983. She hates the idea of his grave becom- 
ing a shrine, and has said that, like Napo- 
leon's, Marcos's body should be kept out of 
his country for some time to come. Napo- 
leon was not returned to Paris until 19 years 
after his death. 

Marcos personified the double stan- 
dards by which many Filipinos live. He first 
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|| Uncivil wars 
X. Deaths per 100,000 population per year 
El Salvador 


"TE 


HE plight of Beirut is better known, but Sri Lanka's is the civil war you should 
| least want to be caught up in. Sri Lanka in fact has two wars. One, fought against 
|| the Tamil Tiger guerrillas in the north of the island, drew in the Indians in 1987. Since 

|. 1983 some 17,000 people have died. Sri Lanka's second war, against the extremist 
Sinhalese nationalists of the Jv», is deadlier. In the first six days of a “ceasefire” de- 
clared on September 27th, 61 people were killed. This summer, after the Jvp started 
killing the families of government soldiers and the soldiers responded in kind, the 
murder rate was running at more than 100 per 100,000—0.1% of the population. 

That was eight times Punjab's awful rate last year, and 25 times Ulster's now. Only 

El Salvador in the early 1980s was worse—more than three times worse. Not all dan- 
gerous wars are political. The citizens of Washington, DC, caught up in a drugs war this 
year, were likelier than anybody but Sri Lankans to be murdered. 


Sri Lanka’s JVP war* 











sprang to fame, in the best mafia tradition, 
by being accused at the age of 18 of murder- 
ing his father's political enemy. The killing, 
which supposedly avenged a family insult, 
established him as a respected (and feared) 
man of honour”; he was acquitted on ap- 
peal for lack of evidence. 
— The defence of family interests, to the 
exclusion of the state's, is an ingrained trait 
| in the Philippine character. Pilipino, the na- 
tional language, has no word for nepotism. 
But half a dozen of Mrs Aquino's relations 
sit in Congress. Government departments 
are stacked with her friends. Accusations of 
corruption, while not levelled at her person- 
- ally, have hounded her brothers and other 
- relations since the day she took office. And 
-. her government is accused of sometimes de- 
scending to mafia-style thuggery to get its 
way. Government-sanctioned vigilantes 
have killed more left-wing priests and law- 
yers in the past three years than perished 
during the whole of Marcos's 20-year rule. 
| As it happens, the resurgence of mafia 
ways owes much to the reintroduction in 
1987, after Marcos had been deposed, of the 


30 


American-modelled congressional system of 
government. This revived the system of 
bosses and warlords who had traditionally 
ruled the Philippines and divided its society 
into super-rich and super-poor. 

Marcos had abolished congressional 
government in 1972 to put an end to such 
abuses—as well, of course, as to perpetuate 
his own rule. A new constitution in 1973 
transferred power from the rural warlords to 
Manila. That made the country easier to 
run. But centralisation also removed the ru- 
dimentary checks and balances that had pre- 
viously kept the Philippines from becoming 
the kleptocracy that Marcos and his cronies 
then made it. 

By viewing Marcos as an aberration and 
restoring Congress, the framers of the new 
constitution may have guaranteed that his- 
tory repeats itself. The ideals that brought 
Mrs Aquino to office in 1986 have faded. 
Filipinos are as cynical as they ever were 
about their politicians. With good reason. 
The landlord-dominated Congress has gut- 
ted Mrs Aquino's ambitious land-reform 
programme, which it was hoped would end 
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centuries of agrarian unrest and the 20-year- 
old communist insurgency. Honouring tra- 
dition, congressmen have squandered scarce 
money on patronage and themselves. 

Mrs Aquino’s powerlessness in the face 
of so much horse-trading and corruption 
has made some short-memoried people han- 
ker for the glamour and vigour of the fake 
war-hero and his flamboyant wife—which is 
why the president is reluctant to see his 
Imelda-escorted body back in. Marcos’s sup- 
porters have asked the Supreme Court to al- 
low him to be buried in the Philippines. If 
the court agrees, reversing the eight-to- 
seven decision it took last month when Mar- 
cos was still alive, Mrs Aquino will reluc- 
tantly agree. It gives her even less pleasure 
that this would be a popular decision. 





Fiji 
Still searching 
for civvies 


ESTROYING the elected government 

in Fiji was easy. The then Colonel, now 
General, Sitiveni Rabuka did it in 1987 with 
ten soldiers. Replacing it with a government 
of equal legitimacy is proving agonisingly 
difficult, if not impossible. 

The general wants future governments 
to be run by indigenous Fijians—meaning 
the Melanesians, Polynesians and members 
of other Pacific races who have been in Fiji 
since distant times. The government he 
overthrew in 1987 was a coalition in which 
Fijians of Indian origin predominated. The 
Indians are mainly descended from labour- 
ers brought to Fiji by the British in the nine- 
teenth century to work the sugar planta- 
tions. They now equal indigenous Fijians in 
numbers, and have done well in business. 

After the army took over, a committ 
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titution. This is intended to give perpetual 
power to indigenous Fijians while appearing 
o be democratic. The committee’s report, 
published last month, appears to have 
leased almost no one. The Indians, who are 
llocated 27 seatsin a parliament of 69 seats, 
say, reasonably, that the provision is unfair. 
The Fijian Nationalist party complains that 
is not unfair enough. All seats should go 
native Fijians, it says. 

iji has an unelected interim govern- 
ment headed by a native chief, Sir Kamisese 
Mara. He has helped win the new regime a 
egree of international acceptability. Amer- 
ica, Australia and New Zealand no longer 
any point in scolding this small island- 
state. The European Community buys Fi- 
n sugar at an above-market price. The 
French prime minister, Mr Michel Rocard, 
sited Fiji in August amid reports that 





is given the task of drafting a new con- 





Fedicé wants à naval base diee. Fi? s main 
punishment has been its expulsion from the 
Commonwealth—though Queen Eliza- 
beth’s portrait is still loyally displayed in Fiji 
government offices. 

Commonwealth leaders meet in Malay- 
sia’s capital, Kuala Lumpur, this month. 
Perhaps trying to make Fiji acceptable to 
them once more, Sir Kamisese said on Octo- 
ber 2nd that General Rabuka, who came 
into the cabinet after the coup, should not 
be in the government and run the army too. 





With surprising meekness the general said - 


he will give up his cabinet job. However, Sir 
Kamisese plans to retire once the new con- 
stitution is in place. General Rabuka has 
said that “should the need arise” he would 
step down as army chief and take over as 
prime minister. He would not be the first 
coup leader to seek the respectability of a ci- 
vilian suit. 






























hatever for? 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


AMBODIA, it is said, is 
M the glue that has held to- 
ether the Association of 
outh East Asian Nations 
(ASEAN). For the past decade 
its member countries—Thai- 
land, Malaysia, Singapore, the Philippines, 
indonesia and Brunei— have, with a remark- 
able show of unity, condemned Vietnam's 
occupation of Cambodia. Now Vietnam 
claims it is out. A lot of people doubt it (in- 
uding some in Thailand, which claimed 
his week that it had captured five Vietnam- 
ese soldiers but declined to produce them). 
n any event the Vietnamese threat is not 
hat it was. ASEAN's members are arguing 
about what comes next. 
Well they might. To put it cruelly, the 
| association's history suggests that its mem- 
_bers have no common purpose other than 
O resist Vietnamese expansionism; and 
that, if peace were to come to Cambodia, 
he association would not have a future. 
ASEAN was formed in 1967 at a time of 
great regional turmoil. Its first aim was to 
ontain Indonesia, which in the early 1960s 
was aggressively pursuing a “confrontation” 
policy that threatened Malaysia. Its second 
- purpose was to put down the communist in- 
urgencies that were sprouting throughout 
South-East Asia. 
With Indonesia learning how to be a 
good neighbour, and communist insurgency 
on the wane (except in the Philippines), the 
association needed some fresh purpose. In 
1978 Vietnam obl ligingly invaded Cambo- 
. dia—and the communist danger, this time 
clearly from outside, revived the 
organisation. 
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Apart from fearing Viet- 
nam, the ASEAN countries do 
not much resemble one an- 
other. Islam in Malaysia and 
Indonesia does not mesh easily 
with Thai Buddhism or Philip- 
pine Catholicism. Singaporeans worry 
about the rise of Islamic fundamentalism to 
their north and south. Predominantly Chi- 
nese Singaporeans do not have a natural af- 
finity for Malays and Indonesians, who for 
their part are scared of and oppress their 
hard-working Chinese minorities. 

With Vietnam a fading bogy, differ- 
ences over defence will sharpen. Tiny Singa- 
pore, surrounded by large neighbours, 
wants to be assured of military protection. 
In August it offered America military facili- 
ties. Malaysian politicians objected. Like 
their counterparts in Indonesia, they talk of 
reducing their dependence on the Ameri- 
cans. Some members of Mr Lee Kuan Yew’s 
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People's Action party have now "spontane- 
ously" formed a group to tell Malaysians to 
stop interfering in Singaporean affairs. ` 

If not guns, what about money? The 
association has a bundle of committees 
drawing up plans to lower tariff barriers. But 
trade restraints between the members bind 
tightly, and the different countries pursue 
very different lines: consider radically free- 
trading Singapore and lumbering, protec- 
tionist Indonesia. ASEAN does not make a 
logical customs area. Its members produce 
many of the same things, especially com- 
modities, and trade among them is modest 
(see chart). Instead they compete for busi- 
ness in Ámerica, Europe and Japan. Indus- 
trial policy was once on ASEAN's agenda, but 
it made the usual mistake of trying to pro- 
mote heavy industry everywhere. 

Even before Vietnam started. pulling 
out, ASEAN's Cambodian glue was weaken- 
ing. Thailand’s prime minister, Mr 
Chatichai Choonhavan, has been courtii 
the association's long-time foe, Mr Hi 
Sen, the Vietnamese-installed prime minis- 
ter of Cambodia. Mr Chatichai dreams of 
markets opening up in Indochina for Thai 
goods, and factories being set up there by 
Thai businessmen. He has promised the 
association that he will not recognise the 
Hun Sen government. But he is urging his 
fellow members to meet some of Vietnam's 
needs by allowing the Asian Development 
Bank to invest there. Indonesia and the Phil- 
ippines are in favour, Singapore says no. 

If ASEAN is to continue in existence at 
all—a debatable intention— its best course 
may be to become a looser organisation, 
with no great ambitions on defence and 
equally modest ones on economics. Oddly, 
the wider world may give ASEAN its new lease 
on life. Its members share worries about Ja- 
pan’s rising strength in Asia. They do not 
like Mr Bob Hawke's promotion of a Pacific- 
rim trading block that would be dominated 
by the white countries of America, Cana 
and Australia, together with Japan. Perhaps 
ASEAN can continue to do the only thing it 
has ever done well: close ranks to see off a 
common threat. 
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-Willingly to school 


"C GHARLOTTESVILLE 


S CANDIDATE, George Bush made 
much of becoming "the education 
president”. As president, his first action was 
to cut the Reagan administration's pro- 
posed budget for education in 1990, even 
though the federal share of education 
spending had fallen in the Reagan years 
“om 9% to 6%. Congressional Democrats, 
ooting derisively, started to mark educa- 
~ tion as a helpful election issue for 1992. 

Now Mr Bush may be steering the edu- 
cation debate back in his favour. His deci- 
sion to call state governors to a summit in 
Charlottesville, Virginia, on September 
27th-28th was a political masterstroke. Sim- 
ply holding the meeting, with 1,000 report- 
ers in attendance, helped Mr Bush to lay 
new public claim to the education label. 
"Keeping Congress out enabled the presi- 
dent, his cabinet and the governors to unite 
in bashing Capitol Hill for the red tape it 
wraps round education money. And by con- 
centrating on the state and local level, where 
19 of every 20 taxpayers' dollars for educa- 
tion are raised and spent, the summit largely 
preempted arguments about the inade- 
quacy of federal spending. 

Éven so, the meeting could easily have 
been little more than an inconclusive talk- 
‘ing shop. The setting, Jefferson's University 

"Virginia, lends itself to parade and cere- 
ony, and there was plenty of both. Mr 
Bush took along most of his cabinet and 
their spouses. Of the 50 governors, only 
‘Minnesota's Rudy Perpich, the pioneer of 
school choice, was missing. And on the first 
"day Mr William Bennett, who used to be 
education secretary and now runs the drugs 
war, described the discussion at the group 
he attended as “pap, and a word that 
¿rhymes with pap". 
7 The next day was more robust, A joint 
statement—largely the work of Mr Roger 
Porter, the president's domestic-policy ad- 
viser, and Mr Bill Clinton, the Democratic 
governor of Arkansas (both former Rhodes 
scholars)-—spoke of setting national educa- 
tion goals by early next year, with annual re- 
ports on progress. The goals were fairly ob- 
vious: a lower school drop-out rate, greater 
"adult literacy, better performance in math- 
s. The statement 
more flexibility and 
two of the week's favourite 
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buzzwords. But it also committed the 
summiteers to "school restructur- 
ing", a code that most people inter- 
preted to mean giving decision-mak- 
ing power back to the schools. 

The case for change in America’s 


schools has never been stronger. In his 
speech to the summit, Mr Bush trotted out 
the usual doleful statistics: a quarter of pu- 
pils drop out of high school, three-quarters 
cannot write an adequate letter, two-thirds 
do not know in which half-century the 
American civil war was fought and half have 
not mastered fractions, decimals or percent- 
ages. Six years after a commission report “A 
Nation at Risk" drew attention to Ameri- 
ca’s bad schools, their quality has barely im- 
proved, though scholastic aptitude test 
scores (a somewhat misleading guide) are a 





wW ere did the money go? 
blic spending on education, 1987 -united , 


$000 per pupil 





little better. In international tests, Ameri 
schoolchildren consistently come last 
next-to-last. SEIS 
The idea that these ills can be ct 
with more money is no longer fashionabl 
America outspends its main industrial rivi 
on education in absolute terms, as a propo 
tion of national income and in dollars pı 
pupil (see chart). In the 1980s educa 
spending rose by 40% in real terms. Averagi 
teachers’ pay is up by a fifth—-and by mu 
more in some states. Teachers could still 
paid more, but education experts these da 
tend to stress improved working condition 
including a bigger say in how the schools a 
run, 5 
Instead of looking for more cash, t 
cure is increasingly sought in organisati 
change. Mr Albert Shanker, presiden 
the American Federation of Teachers, t 
of introducing market forces and incentiv 
into what has hitherto been an uncompt 
tive public monopoly: perestroika in 
classroom. Poor areas of New York and 
areas of Maryland have demonstrated | 
appeal to parents and pupils of magn: 
schools (schools that specialise in certai 
subjects) that they can choose for thei 
selves. A big research exercise, run by M 
John Chubb of the Brookings Institution, 
finds that a school's independence, and t 
power given to the headmaster, are 
strongest determinants of a school 
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lemic success. 
Round the country, state and local gov- 
rnments have absorbed these arguments. 
ebraska, Iowa, Ohio, Washington and Ar- 

sas have all followed Minnesota in pass- 
g laws that will allow parents (and pupils) 
to choose their school—in most cases with 
rovisos to stop this leading back to segre- 
gated schools. Chicago, home to some of the 
worst schools in America, has abolished its 
board of education altogether, replacing it 
ith parent-led groups. 

Parental choice is widely accepted as the 
best way of keeping schools up to the mark 
hile giving them more independence. A 
ougher school curriculum, longer school- 
ours and terms, performance-related pay, 
iter training for headmasters—all these 
eserve a push, too. The advocates of choice 
gue that these other things would follow 
om. it, in that schools would have to re- 
rm themselves to attract pupils. Possibly: 
other experiments, in a number of 
es, are worth watching. 
The federal education department is the 
opriate place for tracking local experi- 
ents and letting everyone know about the 
sults. It will presumably handle the new 
yearly reports on progress towards the na- 





tionally agreed goals, just as it currently pro- 
duces an annual wall-chart summarising 
state performance. Yet it was the White 
House that did most of the work for the 
summit. Mr Lauro Cavazos, the dullish edu- 
cation secretary appointed in Mr Reagan's 
last days, seemed at Charlottesville to be just 
another cabinet secretary. There are mur- 
murs about a replacement (firmly denied by 
the administration): Mr Tom Kean, the re- 
tiring governor of New Jersey, is one name 
mentioned. 

Nor can Mr Bush altogether duck the 
issue of federal money. The governors 
banged the table for more federal assistance 
in preparing children for school. Young 
children's health and welfare need looking 
after, as well as their early education. In par- 
ticular, the government could extend Head 
Start, a federal programme that subsidises 
pre-school education for poor children but 
which reaches only a quarter of those eligi- 
ble. The subsidy will be needed, even more 
than it is now, in the late 1990s when minor- 
ities (blacks, Hispanics and Asians) will ac- 
count for one-third of all new pupils. More 
money for Head Start is no less vital than 
the chance of a wider choice when the in- 
fants reach school age. 





Federal liabilities 


Hidden bombs 


WASHINGTON, DC 


















YA HAT will take over from the savings 
: and loan debacle as the next financial 
drama? After the sad experience of hunting 
outside the federal budget for public money 
to pay off depositors in bankrupt thrifts, the 
government is fearful of other hidden 
landmines. There are plenty of them about, 
most with astronomical potential price-tags 
see chart)—and some look dangerously 
explosive. 
Take deposit insurance for banks, 
worth $1.7 trillion, more than twice as much 
as thrift-deposit insurance. Last year the 
Federal Deposit Insurance Corporation 
FDIC) registered its first-ever loss, of $4.2 
billion. That reduced reserves to $14.1 
billion—so that the FDIC now has the lowest 
fatio of reserves to insured deposits in its 
history. A large chunk of those depleted re- 
“serves may be needed for other insolvent 
banks, mostly in Texas. 
.. But the FDiC is basically sound. That is 
ot true of some of the government's mort- 
age-insurance programmes. In the suppos- 
_edly anti-government 1980s the federal 
share of America’s mortgage and mortgage- 
insurance market rose from 1796 to 2996. 
Today the Federal Housing Administration 
FHA) and the veterans affairs department 
between them have a mortgage-insurance 
portfolio worth nearly $500 billion. An au- 
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dit of the FHA by the General Accounting 
Office (GAO), after the downturn in the 
property market, put 1988 losses at $4.2 bil- 
lion, exhausting the FHA’s reserves. 

Then there are the government-spon- 
sored enterprises that are nominally private 
but issue securities with the implicit backing 
of the Treasury. At the last count, their debt 
came to over $700 billion. The two biggest 
are the Federal National Mortgage Associa- 
tion (Fannie Mae) and the Federal Home 











Loan Mortgage Corporation (Freddie Mac), 


which between them account for $500 bil- 
lion of debt. The money is used to hold 
mortgages or mortgage-backed securities, 
both of which could be risky assets if prop- 
erty prices fall. Yet Fannie Mae has cash re- 
serves that cover only 0.5% of its 
portfolio—much less than a truly private 
home-finance lender would hold. The Trea- 
sury's claim that it does not stand behind 
government-sponsored enterprises sounds 
doubtful when two years ago it issued $4 bil- 
lion of special debt to bail out the farm- 
credit system. 

Farm and student loans are further 
sources of potential federal liability. Half of 
the Farmers Home Administration's (FMHA) 
current loans of $26 billion are in default; 
many have been in default for three years. 
The FMHA often fails to repossess properties 
that secure loans that have gone into de- 
fault; it also sometimes makes new loans to 
farmers who have just defaulted on old on 
As for federally guaranteed student loans, a~ 
recent GAO report noted several colleges 
with default rates greater than 90%. The 
education department says it is prodding 
colleges with default rates over 60% to cut 
them back to 40% during the next five 
years—which is effectively like writing off in 
advance half of a new loan portfolio. 

Murkiest of all is a body called the Pen- 
sion Benefit Guarantee Corporation, which 
underwrites the pension commitments of 
America’s private pension funds. At the be- 
ginning of this year the corporation had an 
accumulated deficit of $4 billion. It does not 
even know the extent of its own insurance, 
though it covers at least the $1.6 trillion of 
pension-fund assets. The GAO has been un- 
able to audit the corporation because of its 
inadequate accounting systems, but hopes 
to try again soon. 

Mr Ron Utt of the Heritage Founda- 
tion, who is preparing a detailed study ~ 
these contingent federal liabilities, rai 
several points: 

@ Is government support necessary or desir- 
able? Most government bodies offering fi- 
nancial guarantees date back to the New 
Deal, when restoring confidence in the 
country's credit system was a high priority. 
Now there are more varied sources of credit; 
and insurance against financial loss ís usu- 
ally available privately. 

€ Accounting systems. These are often de- 
funct; or they measure only cash transac- 
tions, not accrued debts. The GAO audit of 
the FHA was the first it had managed to per- 
form in 15 years. Until accounting systems 
are brought up to scratch, it is impossible to 
assess either the full extent of federal liabil- 
ities or the risk of their turning into cash 
claims. 

@ Budget fiddling. Too often, Congress re- 
sorts to contingent liabilities and govern- 
ment guarantees because these appear to 
have no budgetary cost, or because (like gov- 
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ernment-sponsored enterprises) they can be 
hidden off-budget. For insurance pro- 
grammes, an increase in federal coverage ini- 
tially reduces the budget deficit because it 
brings in higher premiums—the higher 
claims come in later. 

@ Risk spreading. One of the lessons of the 
thrift bailout was that fraud and default 
would have been reduced had thrifts had 
more of their own capital at stake. Raising 
capital requirements for banks and mort- 
gage institutions would help spread the fed- 
eral risk; requiring individual borrowers to 
put their own money at risk would reduce 
the chance of loan defaults, 

Do not hold your breath waiting for 
Congress to address these issues. Nobody is 
in a hurry—until the next bill turns up. 

n 
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Exploding the western legend 


SANTA FE 


EVERAL western states are celebrat- 

ing their centenaries this year. Mon- 
tana, Washington and the Dakotas were 
admitted to the Union in 1889. Okla- 
homa, though not a state until 1907, was 
first settled by whites in 1889 in the mad 
rush set off when Congress changed its 
mind about leaving the land as Indian ter- 
ritory for as long as the grass would grow. 
The anniversaries have been the occasion 
for much frontier nostalgia, such as the 
great cattle drive Montana held last 
month. But they come at a time when revi- 
sionists are busy rewriting the history of 
the west. 

At a conference attended by 300 schol- 
ars in Santa Fe last week, the revisionists 
presented a thoroughly depressing view of 
the old west. The settlers were not simple 
people taming a land of virgin splendour. 
They were invading a land already much 
altered by Indians; they brought with 
them pollution and urban sprawl almost 
from the beginning, and they introduced 
classriven cultural baggage from their 
lands of origin—which were Mexico and 
Asia as much as Europe. 

Historians are bound to say such tire- 
some things; theirs, after all, is a task of 
separating fact from myth. The story of 
the American frontier was a myth, created 
largely by Frederick Jackson Turner in 
1893 when he published “The signifi- 
cance of the frontier in American his- 
tory". Turner painted the west as an ex- 
traordinary land being settled by ordinary 
people; it was not so much a geographical 
area as a line between civilisation and sav- 
agery. According to this thesis, the roots 
of American democracy lie among the 
rugged self-reliant individuals who fought 
lonely battles against nature. 


America and Mexico 


Happy times 


WASHINGTON, DC 


ELATIONS between the two neigh- 

bours, often tetchy, have never been 
better. At a White House banquet on Octo- 
ber 3rd, Mexico's President Carlos Salinas, 
who has been spending three days in Wash- 
ington, spoke of “building a new relation- 
ship of friendship, free of myths and mis- 
trust". President Bush declared that the 
trade agreements signed the same day 
"prove the special relationship”. 

Mr Salinas and his team of men in their 
30s and 40s go down well in Washington. 
Mr Salinas has a Harvard doctorate, his fi- 


Many of the revisionists have simple 
axes to grind, as environmentalists or fem- 
inists. Ms Peggy Pascoe of the University 
of Utah challenges the myth that frontier 
women were either the non-beings their 
absence from the history books would im- 
ply, or the harpies and angels that western 
films have painted them. Her colleague, 
Mr Richard White, says that the Oregon 
trail from Missouri, far from being a 
wagon trail through pristine country, was 
a wide dirt highway so littered with rub- 
bish that in the 1840s overlanders had to 
wear goggles because of dust, manure and 
debris. But, as Mr White admits, modern 
historians pay a lot of attention to rubbish 
because it acts as a record. 


EA = o 


nance minister, Mr Pedro Aspe, taught at 
the Massachusetts Institute of Technology, 
other ministers have degrees from Yale and 
Princeton. They are pushing Mexico farther 
down the road to the third-world nirvana of 
sustained, non-inflationary, exported 
growth. And the policy, after half-a-dozen 
years of pain, is now beginning to show re- 
sults. 

Mr Salinas predicts that GDP growth this 
year will be 212%, not the projected 1%, and 
that it will rise to 4% next year. At the same 
time, interest rates are dropping, inflation is 
held down and private investment is picking 
up. This delights Mexico's northern neigh- 
bour. When American bankers hesitated 
about signing a draft agreement to reduce 
Mexico's foreign debt, Mr Bush called them 
to the White House and exercised presiden- 





Other examples of revisionist sport- 
spoiling include the diverse ethnic compo- 
sition of the settlers and the greater im- 
portance to western settlement of mining 
boom towns, like Tombstone, Arizona, 
than farms and ranches. In the desert 
west, even today, a larger proportion of 
the population lives in towns than do in 
the much more heavily populated east. 

There seems no end to these histori- 
ans’ determination to explode legends: 
even the fight at the OK Corral, they say, 
was between Republicans and Democrats. 
As Mr Donald Worster, a historian at the 
University of Kansas, says “For this re- 
gion that was once lost in dreams and 
idealisation, we historians have been cre- 
ating a new history, clear-eyed, 


demythologised and critical." Or is it just 
that man views history with the same ob- 
sessions that he views his own times? 





A wide dirt highway, littered with rubbish 
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= persuasion. 

Next comes trade. The Mexicans argued 
at, having opened up their market by cut- 
g tariffs to 20% or less and joining the 
GATT, they deserved a better deal from 
America. Mr Bush agreed. The two govern- 
ments have converted a 1987 agreement for 
ving trade problems into one for nego- 
tiating ways of increasing trade and invest- 
nent. This undramatic action could pave 
1e way for big changes. 

. Mrs Carla Hills, the United States trade 
representative, said that the arrangement 
under which Mexico exports steel to Amer- 
‘ice would be expanded. Mr Jaime Serra, 
Mexico’s commerce minister, said that he 
expected a doubling of Mexican textile and 
clothing exports to America, and that the 
ricans had agreed to give preferential 
treatment to 43 items on a Mexican list 
f 63, including glass, paper and oranges. 
; Hills pleased the Mexicans by promis- 


E 
Nicaragua 


C Cash for Violeta 


PEEDING along with $9m to help Nica- 
ò ragua’s opposition in the February elec- 
tion, the administration keeps tripping over 
its own feet. Yet by the time congressmen 
depart for a week’s holiday on October 7th, 
they are expected to have given their reluc- 
tant blessing to all or most of the money the 

- administration is asking for. 
-Liberals fear that this overt help will 
‘somehow get mixed up with the covert CIA 
aid that has been snaking its way to anti- 
Sandinist groups (though the administra- 
tion has now promised that the CIA will not 
b up to its tricks to influence the election 
results). Conservatives balk at the very idea 
of supporting an election run by commu- 
nists. But neither liberals nor conservatives 
want to be seen to be the ones who made 
President Daniel Ortega's electoral victory 
possible, or easier, by denying help to the 
other side. 

The hurry is that Nicaraguan voters 
must register themselves this month. When 
ES the opposition alliance, chose Mrs 
Violeta Chamorro to be its candidate last 
month, the administration tried to send her 
money through the National Endowment 

| for Democracy. This idea was swiftly shot 
down in Congress. The endowment, which 
_ was tainted by bad publicity in the Reagan 
years, gets money from Congress to further 
the democratic process in less-than-demo- 
cratic countries; it has rules preventing it 
m financing specific political campaigns. 
—. Mr Bernard Aronson, the State Depart- 
 ment's pan-American man, then came up 
_ with a revised idea. This involves a lot more 
money, spreads it around more generously, 
. and camouflages the rules under wodges of 


" 1 


ing not to restrict Mexico's lucrative export 
of car parts. A lot of the fine print still has to 
be agreed, but a boost in Mexican sales to 
the United States is certain. 

The Mexicans made the Americans 
happy by being discreet about Central 
America. The new foreign minister, Mr Fer- 
nando Solana, maintains Mexico's strong 
opposition to American meddling in 
Nicaragua—but does so quietly. The Bush 
administration, for its part, turned a politely 
blind eye to the dubious vote-counting at 
the election that Mr Salinas won. Not much 
is said about Mexico’s attorney-general, who 
was previously the governor of Jalisco, a hot- 
bed of drug-trafficking. And nothing has 
been said about the allegation that the Mex- 
ican government gave $1m to the publisher 
of the main opposition newspaper in Mex- 
ico City, on condition that he handed the 
paper over to a government supporter and 
left the country. 


gobbledegook. The proposal is that Amer- 
ica should contribute $9m to Nicaragua’s 
election (which works out at $5 per eligible 
voter) partly through the endowment and 
partly through other organisations. The 
money would be spent on voter registration, 
getting out the vote, monitoring the re- 
sults—and building up the opposition’s in- 
frastructure. It would not, in theory, directly 
finance the opposition’s campaign (but that 
is the greyest of grey electoral areas). And to 
America’s sorrow, some of the money is ob- 
liged to go to the Sandinists’ Supreme Elec- 
toral Council. 

A shambolic session of the Senate For- 
eign Relations Committee late last week was 
so hastily arranged that senators rolled up in 
the belief that they were there to talk about 
chemical weapons. Senator Christopher 
Dodd, a liberal, nitpicked (why, he asked, 
did UNO need so much money for vehicles, 
and why did poll-watchers need such high 
daily expenses?). Senator Jesse Helms, a con- 
servative who is still upset that the adminis- 
tration intervened (unsuccessfully) in El Sal- 
vador against the conservatives, was so cross 
that he had the session called off an hour 
after it started. 

But the Nicaraguan aid bill is now on 
the fastest of tracks, bypassing committees, 
going almost straight to the Senate and 
House floors. A vote to help the anti- 
Sandinists in an open, not dishonourable, 
way would plainly be popular in American 
domestic terms. Whether such American 
help, after all that has gone before, will in- 
crease or decrease the Nicaraguan opposi- 
tion's chances is considerably less plain. 








Clean air 


Noxious Nox 


WASHINGTON DC 


“I KNEW the earth had 
moved." The Republican 
UJ congressman was referring to 
(gm the fact that two of his Demo- 
(. cratic colleagues were shaking 
hands with one another. On 
how to clean the air, Mr 
Henry Waxman and Mr John 
Dingell have for years been far more im- 
placable foes than are any pair of politicians 
from opposite parties. Mr Dingell's district 
in Detroit makes cars; Mr Waxman's in Los 
Angeles lives with the consequences. One 
controls a committee that undoes what the 
other does in a subcommittee. Yet on Octo- 
ber 2nd, to general astonishment, thev 
agreed on a common position on cleaner c: 
exhausts. $ 

The details of their proposal differ little 
from those on offer in the Senate and in the 
president’s bill; suffice it to say that if it be- 
comes law all cars will have to be as clean by 
1994-96 as Californian cars must be now, 
and half as clean again by 2003-06. What is 
surprising is how far Mr Dingell has moved 
to reach this position: even he admits that 
his car-making friends are “unenthused”. 
His change of heart is testament to two 
things: a rising tide of green sentiment on 
Capitol Hill and the fact that President 
Bush had sent up a bill more like Mr Wax- 
man’s than like Mr Dingell’s. The prospects 
of getting a clean-air bill passed in this Con- 
gress have taken a turn for the better. 

The compromise is especially tough in 
requiring cuts in emissions of nitrogen ox- 
ides from car exhausts: 60% reductions in 
the first phase, 50% in the second. This 
makes sense. Nitrogen oxides (known ~ 
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Introducing 
You've Got AT 


The First Intercontinental Mid-Size Twin 
Business Jet. The BAe 1000 is half the price of 
larger, less efficient business jets. You get big 
iron range at a mid-size price. The BAe 1000 will 
be ready for delivery by early 1991, at least two 
years ahead of anybody else. 


Honeywell SPZ 8000 Digital Avionics: State 
Of The Art, Redefined. The most advanced 
avionics available today. So advanced, they'll 
still be state of the art years from now. 


4000 Plus Statute Miles Is Business As 
Usual. No other mid-size can match the 
intercontinental range of the BAe 1000. Period 


For more information on the BAe 1000 or the BAe 800, 62345. In the USA: Kenneth C. Spinney, VP Marketing- 
write: Corporate Aircraft Sales Department, British Corporate, British Aerospace, Inc., PO. Box 17414, 
Aerospace (Commercial Aircraft) Limited, Comet Way, Washington-Dulles International Airport, Washington, 
Hatfield, Hertfordshire, England, AL10 9TL, (07072) D.C. 20041. Or call 703-478-9420. 
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BAe 1000. YOU'VE GOT A PLANE TO CATCH. 4 
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he BAe l000. 
lane To Catch. 


The Cure For Cabin Fever. Almost three feet 

longer than the BAe 800, with an aft, pressurized 
baggage area that offers both internal and external 
access, it's the largest cabin in production today 
in a mid-size. Eight passengers can fly the maxi- 
mum range and still emerge on speaking terms. 
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Two Pratt & Whitney PW305 Turbofans: A 

New Generation. 5,200 pounds of thrust makes 

the new PW305s the most powerful in their class. 

Thrust reversers are standard and the engines burn 
| 20% less fuel than the competition. 


Custom Completion, As You Like It. We're as 
good at meeting your cabin design specifications 
as we are at designing and building the planes they 
go into. Either the Arkansas Modification Center 
in the USA, or Chester in the UK...or choose the 
custom completion facility that suits you best. 
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Smog industry 


‘US manmade nitrogen oxide emissions 


1985 total: 
22.6 m tons 
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Source: Amarican Lung Association 








x) lead to the creation of low-level ozone, 
jaging to health. Yet the portion of the 
that Mr Waxman's sub-committee in- 
-tends to take up next, which deals with acid 
<” rain, is much less tough on Nox. 

This is despite the fact that twice as 
much Nox comes out of power-station chim- 
neys as it does from car exhausts (see chart). 
Mr Bush's bill would allow power stations to 
“© increase rather than cut Nox emissions. In a 
bow towards markets, the bill says that utili- 
ties may cut either nitrogen or sulphur ox- 

ides, because both acidify rain. But it has 
rigged the market in favour of sulphur by 
"making each ton of sulphur dioxide cut 
worth as much as a ton and a half of Nox. So 
power companies will be encouraged to cut 
sulphur dioxide emissions rather than Nox 
emissions. 
: Yet not only have Nox emissions from 
::: power plants increased by 42% in ten years, 
< far faster chan sulphur dioxide, but Nox 

“does far more damage. Both on its own and 
hy helping to make ozone (which sulphur di- 
"de does not), it damages people's lungs 
and causes most of the harm to coniferous 
trees that is vaguely ascribed to "acid rain”. 
|, Even in acid rain, nitric acid does more to 
_.kill-fish, by concentrating in snowmelt 
“surges, than does sulphuric. So, in a just 
world, a clean-air bill would pay more atten- 
tion to cutting Nox than sulphur dioxide. 

The administration says that it has been 
lobbied into beli ieving that cutting Nox 
from power-station emissions costs $2,000 a 
ton compared with $500 a ton for sulphur- 
dioxide cuts. This is wrong. The current 
technology for cutting Nox, selective cata- 
lytic reduction, costs between $350 and 
$725 a ton in West Germany; other meth- 
ods: are reaching the market that may cost 
less. Noxso, a company founded by Mr Ste- 
ven Voss, reckons it can do the job for $500 
a ton of either sulphur or nitrogen oxides— 
and without producing millions of tons of 

easily disposable) scrubber sludge, as 
iphur-scrubbing technologies do. 



















































Mr Voss has iud up with an envi- 
ronmentalist, Mr Marchant Wentworth of 
the Izaak Walton League, to lobby Congress 
to get the clean-air bill less biased against 
Nox reductions. He may succeed: at least 
four amendments are to be offered when Mr 
Waxman reaches that part of the bill next 
week. The American Lung Association calls 





Nox "the missing piece of the clean-air 
puzzle". 

= 
Health insurance 


Who pays? 


HE provision of health care in the 

United States is a fractured and costly 
affair. Americans pay more than $500 bil- 
lion a year for health care—about 12% of 
GDP—yet more than 30m of them have no 
insurance at all. For people who are 65 or 
over there is a federal programme, Medi- 
care. For the very poor—or rather for about 
40% of them—there is Medicaid. But by far 
the largest portion of the bill is picked up 
privately, with employers paying 90% of the 
private share. 

Health-care insurance for 136m people 
cost companies $115 billion last year. At 
one time health benefits seemed a relatively 
inexpensive alternative to wage increases, 
particularly for larger companies which 
could deduct the whole cost from their tax- 


“tions to its health-care scheme. 





able income. Another attraction wa: 
lief that businessmen could bargain 
doctors to keep the costs down. 

This has not turned out to. 
few large firms have been successful in 
bargaining (the use, for instance, 
ferred Provider Organisations, grouy 
doctors and hospitals that agree 
their costs low in return for a steady fl 
patients). But medical costs for empl 
and their families have kept on rising 
2096 or more a year, and the bills.can 
staggering. General Electric, to take o 
ample, expects to be paying over $1 bil 
next year. 

So now it is the unions who are dif 
ing their health benefits—and the emplo 
ers who are offering wage increases instea 
The telephone companies, this sumr 
were prepared to raise wages if their wor 
would accept new restrictions on the 
health-care bills or contribute in gre 
measure to the cost. Most unions made 
plàin that they were more interested in 
serving health benefits than in highe 
and AT&T was obliged to withdraw 
mand that its employees make big 






































Employees at Nynex Corpor 
which provides telephone service to mos! 
New York and New England, have þe: 
strike over health benefits since earl 
gust. And the continuing strike a 
Pittston coal mines in Virginia revo 





ETERAN tourists to Britain know 
the drill. Buy something at a tourist- 
minded shop; fill out an export form; 
hand it to one of Her Majesty's friendly 
customs officers at the airport. Presto. 
Give or take a few weeks, a cheque ar- 
rives refunding the 1596 value-added tax 
levied on most goods in Britain. 
Until now, this largesse has been one- 
sided. The only way for foreigners—or 










































































Bargains in ‘the bayou 








Americans from another state—to avoid 
paying sales tax on purchases in the 45 
states that levy one was to have the goods 
shipped to an address outside the state. 

In Louisiana, from October 1st, this 
changed. Foreign (but not out-of-state 
American) tourists can now claim back.” 
the state's 4% sales tax and, in some. 
cases, local taxes too. In New Orleans tlie 
rebate comes to 996. All the foreign: 
shoppers have to do is hand in a voucher 
at New Orleans International Airport. 
Up to $100 will be refunded, delightful: 
on the spot; anything more than that 
be sent on. Louisiana is trying to bolste 
its foreign-tourist trade. In 1987 the state 
attracted 19.3m visitors, some 393,000 
from abroad, who spent nearly $4 
billion. 

Britons, of course; still have their own 
little local difficulty. Those friendly cus- 
toms men allow British holidaymaker 
returning from America to bring in onl 
£32-worth of goods (about $52-worth). 
before requesting them to pay value- 
added tax and duty on them. Hay 
Mardi Gras. 























































































ired: an issue "American labour cannot af 
ord to lose", according to one union leader. 
Deadlock? Not necessarily. The new 
contract between the Communications 
Vorkers of America and AT&T pledges both 
ides to work together to achieve “prompt 
nd lasting national solutions". The signif- 
ant word is "national". The trade unions 
ave long supported the introduction of a 
ational service, but they hardly expected to 
nd allies in corporate boardrooms. 

. The shift should not be exaggerated: the 
umber of businessmen who support the 
idea of some sort of national scheme is tiny. 
ut when the vice-president of labour rela- 
ions at General Electric says that rising 
iedical costs "may lead some of us who are 
oday free-market advocates to re-examine 
ur thinking with respect to government- 
ponsored national health insurance”, peo- 
le listen. 


How not to do it 


"BOSTON 





iv WAS good politics and good policy— 
it seemed. In April 1988, at the start of 
his presidential campaign, Governor Mi- 
chael Dukakis signed a law that provided 
health insurance for everybody living in 
Massachusetts. No other state had such a 
thing. Less than 18 months later the can- 
didate is a lame-duck governor with an ap- 
proval rating of under 2096 and the much- 
` heralded legislation is in deep trouble. 
Money is the problem. When the legis- 
< lation was passed, nobody worried too 
much about the cost (though, even then, 
-it seemed mildly odd that the administra- 
tion had no idea what the bill for univer- 
sal coverage might be) The Common- 
wealth of Massachusetts had been awash 
in revenues for six years. Now the black 
ink has turned bright red. 

.. The most controversial aspect of the 
law is the burden it places on employers. 
Starting in 1992, all businesses with more 
than five employees will be required to 
provide health insurance. If they fail to do 
so they will owe the state $1,680 annually 
for each employee. That $1,680 (a mys- 
teriously arrived-at figure) is supposed to 
cover the state’s cost of providing alterna- 
. tive insurance. 

On October 4th the state House of 
Representatives voted to defer this $1,680 
tax on businesses until 1993 (in July it had 
- voted to repeal it altogether). This ques- 
tion now moves to the state Senate, where 
the-legislation has strong defenders. Gov- 
:.ernor Dukakis would certainly veto any 
:' repeal of the legislation, but he might go 
along with deferring the tax. If he did not, 


| his veto could still be o 
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ealth benefits to miners who have re- 





about the possibility of shifting much of the 
financial burden of health insurance from 
employers to the general taxpayer. They 
hope that the government may be better 
placed than they are to take a sterner line 
with intransigent doctors. Congress has in- 
deed adopted various schemes to control 
the prices that hospitals and hospital doc- 
tors charge. But this has done little to slow 
down the steady rise in costs and little to im- 
prove the quality of medical care. When 
doctors were limited in their charges for spe- 
cific treatments for Medicare patients in 
hospital, they simply increased the volume 
of out-patient treatments. 

Some large companies are already co- 
operating with the trade unions on the Na- 
tional Leadership Commission on 
Healthcare, which is headed by three former 
presidents, Messrs Nixon, Ford and Carter. 
The commission has put forward a plan for 


Businessmen are beginning to think 





universal health care, under which all em- 
ployers would have to provide a minimum 
level of health insurance for their employ- 
ees. Virtually all the proposals (which in- 
clude one from Professor Alain Enthoven, 
who persuaded Mrs Margaret Thatcher that 
what the British national health service 
needed was more internal competition) as- 
sume an extension of health insurance. 

Almost all the schemes want employers 
to do more: most require all but the smallest 
firms to provide health benefits. Small busi- 
nesses, which far outnumber large ones, em- 
ploy more people and find it hard to keep up 
with soaring medical costs, are certain to op- 
pose any such proposals. 

It may be left to the states. to lead the 
way. Massachusetts was the first state to 
adopt a plan that covers every resident. But, 
as the box shows, that scheme is in every 
sort of trouble. 











thirds vote. 

When the proposal was first passed, 
the state was counting on employers to 
choose to cover their employees them- 
selves rather than pay the fine for the gov- 
ernment's back-up plan. Now legislators 
fear that employers may find the $1,680 
payroll tax a cheaper option than provid- 
ing health benefits. Alternatively, they 
will try to beat the system, primarily by us- 
ing more part-time labour. If a substantial 
number of firms end up not buying insur- 
ance for their workers, the plan will cost 
the state money it no longer has. 

Critics of the plan argue that $1,680 is 
no longer enough to cover the leaping 
costs of health-care. Moreover, the state 
cannot always be counted upon to pay its 
bills. Some unpaid Medicaid bills have 


been accumulating for years. In addition, 


when the health-care bill was passed, hos- 
pitals were promised an annual payment 
to recompense .them for. the debts that 
were incurred. when ‘federal money fell 
short—but the Dukakis administration 
has reneged on that promise. No health 
provider now wants to do business with 
the state, say its sternest critics. 

If $1,680 is too little to cover a per- 
son's health insurance, the state can, ín 
theory, raise more money to make up the 
difference. But Massachusetts voters are 
in a no-new-taxes mood. It is doubtful 
that the support is there for subsidising 
health care, especially when nobody can 
be sure of the numbers or the cost. The 
legislation revives an old debate. Does a 
good society let people remain uncovered 
by health insurance? Should the insured 
have to pay surcharges to cover those who 
will not, or cannot, buy coverage! 

To rely primarily on émployers to prc 
vide benefits is seemingly to give health 
care on the cheap. Such plans look like a 
free lunch: they require no new taxes. But 
someone pays, of course; and even for the 
state, already drowning in paperwork, the 
hidden administrative costs are high. The 
work force is mobile, and a new job—or 
no job—means a change in benefits and 
bureaucratic form-filling. 

There are other questions, specific to 
Massachusetts. How many people work in 
companies with fewer than five employ- 
ees? How many small businesses will close 
shop and‘move across the border to New 
Hampshire when the law goes into effect? 
What will that do to the economy of 
Massachusetts? 

The state's financial plight has given 
these and other questions new urgency. 
And others are watching: the Massachu- 
setts law is a test case for the country. 
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The different national financial markets 


have now become part of a global economic — 


region. Thetrend towards worldwide diversi- 
fication of investments poses new challenges 


and demands teamwork with strong bank- ^ 


ing partners. 


Many of our customers 
are international banks - just like us. 


Close relations with domestic and foreign 
credit institutions and central banks have 
traditionally played an important role at 
BHF-BANK. In securities and foreign ex- 
change trading as well as in portfolio man- 
agement and custody accounts, our foreign 
partners bank on our strength. 

As the Deutsche Mark has gained in stat- 
ure as an international investment and 
reserve currency, Frankfurt has increasingly 
become an important European financial 
centre and the German capital market more 
appealing than ever before. With its long 
established position, more and more banks 
put their trust in BHF-BANK when consider- 
ing commitments here. 

Global perspectives are only part of what 
it takes to make a bank a partner for other 
banks throughout the world. Equally impor- 
tant is the ability to understand each individ- 
ual problem and to create the customized 
solution — the style of a merchant bank, 
which BHF-BANK has cultivated for more 

than 100 years. 
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Merchant Bankers 
by Tradition 


Head office’ Bockenheimer Landstrasse 10, D- 6000 Frankfurt 1, Tel. (069) 718 x (069) 718-2296, Telex 411026 (general 
Branches and subsidianes in Amsterdam, St. Helier Jersey, London, Luxembourg, ^ 
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York, Singapore, Tokyo and Zunct 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. AND THERE NEVER WILL BE. 


A Monument To The An Of Watch- 
making 


A World First: Blancpain presents the 
exclusive ultra-thin automatic chrono 
graph with split-second hand - one of 
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the rarities in the watchmaking art. Only 
a very limited quantity of these indivi- 
dually-numbered watches leave the 
workshops of the oldest watch name in 
the world every year 


The movement is writing a page today in 
tomorrow's watchmaking history 
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INTERNATIONAL 


Talking to Big Broeder 


FROM OUR SOUTH AFRICA CORRESPONDENT 


T MAY be true, as the South African gov- 
ernment says, that the closed-door dis- 
cussions that took place between prominent 
Afrikaners and representatives of the out- 
lawed African National Congress in Lon- 
don on October Ist were nothing out of the 
ordinary. According to the ANC a score of 
such meetings have been held in recent 
irs, though few have been publicised. The 
»fessor of philosophy who led the Afrika- 
ner delegation, Mr Willie Esterhuyse, said 
the talks were "nothing more than explor- 
atory discussions". And South Africa's 
newly installed president, Mr F.W. de Klerk, 
crossly repudiated the idea that the govern- 
ment had anything to do with them. 
Wriggle as he may, Mr de Klerk is linked 
fraternally to the talks in more ways than 
one. He is linked first through the participa- 
tion of his own brother, Mr Willem de 
Klerk, a university lecturer. And he is linked 
just as intimately through the semi-secret 
Broederbond, or Brotherhood, of which 
both he and his brother are senior mem- 
bers. His brother is a former member of the 
Broederbond executive, and President de 
Klerk himself has been a Broeder for a quar- 
ter of a century. 
President de Klerk may not have given 
the London talks his formal blessing. But, 
an if he did not, the multi-layered struc- 
‘e of relationships between individual 
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F.W. and Willem de Klerk: divided by party, united by brotherhood 


Broeders, and between the Broederbond 
and the ruling National party, is turning the 
brotherhood into a convenient instrument 
with which he can sound out black opinion 
with minimal political risk to itself. 

One of the Broeders in London was Mr 
Ebbie Dommisse, the new editor of Die Bur- 
ger, the official newspaper of the ruling Na- 
tional party in the Cape. A man who was 
not at the London discussions but who is 
well placed to serve as an intermediary be- 
tween Mr de Klerk and the Broeders at the 
talks is Mr Gerrit Viljoen. He is the new 
minister of constitutional development, 
who therefore has the job of finding a way to 
open negotiations with black leaders. Mr 
Viljoen is both a former chairman of the 
Broederbond and a close friend of its 
present chairman, Mr J.P. de Lange. 

The Broeders are not just in the busi- 
ness of passing messages. They also see 
themselves as an elite organisation entrusted 
with the protection of Afrikanerdom. Al- 
though that once meant the vigorous pro- 
motion of apartheid, the Broederbond now- 
adays sees itself in the vanguard of the 
reform movement. Under South Africa's 
previous president, Mr P.W. Botha, the in- 
fluence of the Broederbond waned. After a 
long period in the doldrums it is once again 
exerting a powerful influence over thinking 
in the National party. And its influence ex- 








tends to the opposition parties as well. ] 
Last June the Broeders drafted a "work- 

ing document" setting out their ideas for a 
new South African constitution that would 
be based on what they called "freedom and 
equal rights and opportunities for all South 
Africans". It was a sequel to an earlier docu- 
ment, written in 1986, which had sought to 
differentiate between those matters 
Broeders considered essential to the survival 
of Afrikanerdom and those they deemed pe- 
ripheral. They concluded then that neither 
a black president, nor a government in 
which the majority of members were black, _ 
was in itself inimical to Afrikaner survival— f 
provided that the presidency was stripped of 

executive power and that the constitution 

contained safeguards against domination by 


1 
any one racial group. | 
E. 
4 


These ideas were refined in last June's 
document, which mooted the notion of a 
ceremonial presidency occupied on a rotat- 
ing basis by nominees of different races, and 
government by consensus, or by "concur- 
rent majorities”, in which each group would 
have to approve decisions separately before 
they could become law. Much of this 
Broederbond thinking is reflected in the Na- 
tional party's five-year “action plan", which — — 
was also unveiled last June. The selection of — 
Mr Viljoen as the chief spokesman on cone 
stitutional affairs was a signal that the 
Broederbond had once again seized the 
commanding heights of the National party. 

It was thus predictable that Mr 
Esterhuyse's team would have included 
Broeders. They would have been less than 
human, and in dereliction of their duties as — | 
Broeders, had they not bounced their con- 
stitutional ideas off the ANC men in the “ex- 
ploratory talks" in London. It is also incon- 
ceivable that they will not somehow report 
back to their government. Broeders swear 
an oath of allegiance. Even if they do not 
report directly to Mr Viljoen, they will talk 
to Mr de Lange, who will pass the message 
up the line to President de Klerk. The broth- 
ers de Klerk are anyway bound to discuss the 
London talks at length. 

Broeder influence is not confined to the 
ruling party. Indeed two of the Broeders in 
London, President de Klerk's brother and 
Mr Sampie Terblanche of the University of 
Stellenbosch, are members of the so-called 
"fourth force" of Afrikaners who despaired 
of the National party under President P.W. 
Botha. Both were instrumental in forming 
the new Democratic party, which won 33 - 
seats after campaigning for universal suf- 
frage in South Africa's election last month. 
One of the new party's three joint leaders, 

Mr Wynand Malan, is still also a member of 
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e Broederbond. 
- lhe cynical argue that Broeders have 
joitied opposition parties merely to fulfil the 
injunction of that former prime minister 
(and dedicated Broeder) Hendrik Verwoerd 
to "take control of everything". A better ex- 
planation is that their disillusionment with 
the National party did not reduce their re- 
spect for the Broederbond. They believe 
at. if good Broeders are to save 
Afrikanerdom they must push South Africa 
ter down the road of constitutional re- 
orm, which is bound to mean talking to the 
yc, Once the Broederbond leads, how 
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On the brink 


FITH his demoralised army in retreat, 
y V his main ally withdrawing support 
id his economy in steep decline, Ethiopia’s 
esident Mengistu Haile Mariam’s regime 
looks increasingly frail. The attempted coup 
he overcame in May has cost him dearly in 
e war against the two northern rebel 
oups, the Eritrean People's Liberation 
front and the Tigre People's Liberation 
ont. After the coup some 200 army offi- 
rs were shot, arrested or retired, many of 
em being replaced by inexperienced un- 
derlings. Now the rebels are at his throat. 
Mr  Mengistu's peace overtures, 
iunched in mid-year, were too little, too 
ate. No sooner had he agreed to peace talks 
and an unofficial ceasefire with the Eritreans 
than the Tigreans embarked on a devastat- 
ing new offensive in the Welo province in 
vhich more than 20,000 government troops 
were killed, wounded or taken prisoner. Par- 
larly significant was the defeat of the 
J2nd Airborne Division, one of the army's 
st trained units which was instrumental in 
putting down the coup. With half his 
(00,000-strong army tied down by the Eri- 
treans at the garrison town of Asmara in the 
north, the road to which is now being 
hreatened by the Tigreans, a military defeat 
in the south is a real possibility. 

= Although the Russians continue to pro- 
ide military help, they are on the verge of 
pulling out their 1,200 military advisers, and 
the Cubans have already left. The Tigreans 
are poised to attack the town of Dese, the 
ole remaining stronghold blocking their ad- 
vance south to the capital of Addis Ababa. 
t is defended by some 40,000 reportedly 
eaderless and demoralised troops, mainly 
-onscripted peasants and teenagers, some as 
'oung as 14 years old. But the main signifi- 
:ance of the Tigreans' recent advance is that 
_they are now in a position to cut the north- 
ern army's lifeline, the road linking Addis 
Ababa with the Red Sea Port at Assab. 

The fall of Dese itself would be a severe 
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psychological. blow, ‘but the threat to the - 





government will be far greater should the 
Tigreans succeed in cutting the north-south 
road at Mile. Unless the army—which has 
been defeated repeatedly over the past 18 
months—can turn the tide at Dese and thus 
keep control of the road north, an end to 
Mr Mengistu's 15-year rule is in sight. 
Whether the long-suffering Ethiopian 
people would be any better off as a result is 
doubtful. Both rebel groups, like the govern- 
ment itself, claim to be Marxist, though the 
Eritreans want full independence from Ethi- 
opia, while the Tigreans would be satisfied 
with far greater local autonomy, so long as it 
came with the removal of MrMengistu. But 
many in the south, much though they want 
an end both to the fighting and to the un- 
popular Mengistu regime, are unlikely to 
welcome a Tigrean government, especially 
one dominated by the Marxist-Leninist 
League of Tigre, a hardline Stalinist group. 
The Russians, anxious as they are to see 
a negotiated peace settlement in Ethiopia, 
are reluctantly maintaining arms shipments 
to the government in an effort to bolster 
Colonel Mengistu’s bargaining position, 
since an outright military defeat for the gov- 
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ernment would be a humiliation for them. 
For their part, African governments, what- 
ever their ideology, are watching events in 
Ethiopia with undisguised concern since 
none wants to see the principle of secession 
established. African leaders fear this would 
open the door to demands for the redrawing 
of inherited colonial borders all across the. 
continent. Any post-Mengistu governme 
is almost certain to oppose secession tcc, 
since the loss of Eritrea would deprive Ethio- 
pia of direct access to the sea. Thus, even if 
Mr Mengistu's rule comes to an end, the 
fighting is likely to go on. 





Yitzhak Rabin 


Israel's improbable de Gaulle 


669 AM looking for my Israeli de Gaulle," 
Mr Yasser Arafat is fond of saying. So 
far he has not found one. The men in Isra- 
el's divided cabinet will not even talk to him 
or his men, let alone pull Israel out of the 
West Bank and Gaza as de Gaulle pulled 
France out of Algeria. The nearest thing Is- 
rael has to a de Gaulle might be Mr Yitzhak 
Rabin, the tough-minded defence minister 
from the Labour party who became notori- 
ous for promising to break the Palestinian 
uprising by “force, might and beatings”. 

Mr Rabin is a laconic man who delivers 
his thoughts in a slow, rasping bass. Like 
many Israeli generals who have turned to 
politics, he is not very good at it. When he 
was Israel's ambassador to Washington be- 
tween 1968 and 1973 his blunt talk and lack 
of polish astonished the foreign service. 
Luck rather than design made him prime 
minister in. 1974. His tenure of office was 
undistinguished, and he was forced to resign 
as a result of a financial misdemeanour. He 
seems happiest in the field with his soldiers. 
Even then he seldom smiles. 

It is, nonetheless, the decisions of Mr 
Rabin that will probably determine the fu- 
ture of Israel's crisis-torn government. At 
first sight, this is odd. Mr Rabin is not even 
party leader, a job held by his cleverer rival, 
Mr Shimon Peres. But Mr Rabin has one big 


advantage over Mr Peres. Because of his © 


sparkling military career (he was Israel’s top 


soldier during the six-day war in 1967) and 
his ruthless campaign against the Palestin- 
ian intifada, he is trusted by many voters 
who think Mr Peres too soft on security. — 

Suddenly, this advantage is becoming 
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Arafat-san 





A MR YASSER ARAFAT laughed for 
the Tokyo television cameras, a far- 
away look came into his eyes. Perhaps he 
was musing how much he would prefer to 
be somewhere else. In America, for exam- 
ple, he could have discussed the liberation 
of Palestine with President George Bush, 
instead of grumbling in Tokyo about Ja- 
pan's burgeoning trade with Israel. But 
America, it seems, will not have him, per- 
haps not even to address the United Na- 
tions General Assembly in New York. 
On September 25th 68 senators wrote 
to Mr James Baker, the secretary of state, 
arguing against giving Mr Arafat a visa to 
visit the UN. (He has not yet asked for 
one.) Granting a visa, they said, would 





“undercut the peace process... be anti- 
thetical to American interests and 
threaten the security of Israel". Remark- 


ably, more senators signed this letter than 
a similar one last November, when Amer- 
ica withheld a visa and forced the General 
Assembly to travel to Geneva, where it 
heard Mr Arafat recognise Israel and re- 
nounce terrorism. 

In the eyes of the Palestine Liberation 
Organisation, Mr Arafat's declarations in 
Geneva were a great concession. The fact 
that he may still be unwelcome in the 
United States confirms the suspicions of 
those Palestinians who think he has put 
too much trust in the ability of the Ameri- 
cans to secure Israel's withdrawal from the 
occupied West Bank and Gaza. The sena- 
tors say it is Mr Arafat who still cannot be 
trusted. "Instead of a serious transforma- 
tion of the PLO, there has been backtrack- 
ing," said an adviser to Senator Connie 
Mack, one of the letter's initiators. 

The senators accuse the PLO of con- 
tinuing to condone terrorism. They point 
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to the attack by a deranged Palestinian 
who forced an Israeli bus into a ravine, 
continued infiltration attempts from Leb- 
anon and Jordan and the murders of Pal- 
estinian "collaborators" in the occupied 
territories. They also criticise resolutions 
by Fatah, the biggest grouping within the 
PLO, calling for an escalation of the 
"armed struggle" against Israel. 

PLO officials say that Fatah has ceased 
cross-border raids into Israel (though | 
smaller factions of the PLO continue) and 
done its best to discourage lethal violence 
during the uprising in the occupied terri- 
tories. But such arguments cut little ice 
with Israel's supporters on Capitol Hill. 
"The message is that we don't trust Arafat 
and we trust him even less than before," 
said Senator Mack's adviser. 








































But no such welcome in America 

















important. Mr Rabin is facing a moment of 
truth. For many years he has enjoyed good 


relations with Mr Yitzhak Shamir, the 
prime minister. As a Likudnik, Mr Shamir 
opposes Israeli withdrawal from any part of 
the West Bank and Gaza. Mr Rabin, like 
most Labour men, thinks that some sort of 
territorial compromise is inevitable. But, 
above all, he is a pragmatist. 

One such idea is the suggestion for a 
free election (which would, however, ex- 
clude the Palestine Liberation Organisa- 
tion) in the West Bank and Gaza, which Is- 
rael unveiled last spring. During the summer 
the election plan languished while Mr 
Arafat tried to decide whether to let his sup- 
porters in the occupied territories discuss it. 
Then, thanks to Egyptian mediation and a 
surprise visit to Cairo by Mr Rabin, it began 
THE ECONOMIST OCTOBER 7 1989 





to look as if Mr Arafat's answer might be 
yes. Mr Shamir felt betrayed. 

This week, however, he reluctantly said 
that he was ready to talk to America, and 
maybe Egypt too, about the plan. In doing 
so, he will be anxious to avoid leading Israel 
into “talks of capitulation”. His main 
objection to Egypt’s mediation is the Egyp- 
tian assumption that Israel must withdraw 
as part of a final peace settlement. Mr Rabin 
has no quarrel with the idea of (limited) 
withdrawal. As defence minister, in daily 
struggle against the intifada, he knows that 
no election can be held in the territories 
without the PLO's tacit approval. And as a 
pragmatist, he probably senses that Egypt's 
mediation offers the only chance to make 
the election plan work. 

Does Mr Rabin care enough about the 














plan to lead the Labour party out of the co- — 
alition with the Likud, and into an Israeli 
election, in order to save it? At the moment, 
neither party seems keen on facing the vot- 
ers. Labour's chances of winning would not — 
be strong. But the deep differences between — 
the parties show no sign of evaporating, and - 
one inducement for Mr Rabin is that his | 
party might then make him leader again, in 
place of the less electable Mr Peres. Another - 
may be the prospect of finding a diplomatic - 
answer to the uprising that has done so 
much damage to the fighting spirit of the | 
army he has spent a lifetime serving and. 
leading. 





Lebanon 


The trouble with 
Taif 


HE first meeting of Lebanon's parlia- — 

ment in more than a year was held this 
week in Saudi Arabia because it was too 
dangerous for it to meet in Lebanon itself. 
On September 30th, 62 deputies, half of ' 
them Muslim and half Christian, gathered 
in the Saudi mountain resort of Taif to be- 
gin a task that may be impossible. The job is | 
not only to consolidate the latest ceasefire in 
Beirut. It is also to bring an end to 14 years 
of civil war, remake the Lebanese constitu- 
tion and secure the eventual withdrawal of | 
the 30,000 Syrian troops in their country. 

The talks in Taif centre on a “charter 
for national reconciliation” drawn up by the — 
Arab League. It recommends changing the 
Christian-dominated system of government 
to give Muslims a fair share of power. The | 
existing constitutional arrangements were — 
introduced in 1943. They specify that the _ 
powerful presidency goes to a Maronite | t 
Christian. So do the top jobs in the army | 
and judiciary. Sunni Muslims get the prime 
ministership and Shia Muslims the post of | 
parliamentary Speaker. Of 99 seats in parlia- | 
ment 54 are reserved for Christians, 45 for — 
Muslims. Positions in the civil and diplo- ` 
matic services, the armed forces, even the 
water and electricity boards, are shared out — 
on sectarian lines, with the Christians doing — 
better everywhere. 

Not even many Christians defend these 
arrangements now that Muslims probably 
outnumber them by two to one. If reforms 
are adopted, they may well follow the direc- ` 
tion proposed by the Arab League. This 
would mean the transfer of some powers 
from the Christian president to the Muslim — 
prime minister and his cabinet, the equal di- - 
vision of seats in a 128-seat parliament, and 
the gradual abolition of the archaic confes- 
sional share-out of jobs. 

This part of the talks in Taif got off to a 
difficult start, despite the obvious goodwill ` 
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Kick lor touch to Saudi tabla 


of influential outsiders. America empha- 


© sised its support for the Arab League by 
— sending two State Department officials as 


Observers. The Saudi foreign minister, 


Prince Saud al Faisal, intervened early on to 


keep the negotiations on track. Yet the po- 
litical reforms will probably turn out to be 
easier to resolve than the question of Syria. 

General Michel Aoun, the Christian 
leader who has spent the past six months 


—  waging an artillery war against Syria and the 


Lebanese Muslims, was not fighting to pro- 


_ tect the old constitution, but to evict Syria 
_ from Lebanon. The Arab League agrees that 


the Syrians should go, but much more 
slowly than the general is likely to accept. 
The League proposes a pull-back of Syrian 
troops from Beirut within two years of a po- 


litical settlement going into effect. It has set 


no date for their final withdrawal from Leb- 





anon as a whole. 

The general has told the Christian dep- 
uties in Taif to push for a faster timetable. If 
Syria disagrees, the Christians may with- 
hold their agreement to a new constitution. 
The final bit of the vicious circle is the Mus- 
lim fear that Christian concessions may be 
forgotten once Syrian soldiers withdraw. 

The Lebanese deputies in Taif were 
elected in 1972. They are, in a sense, the last 
vestige of political legality in Lebanon, 
which has had no proper head of state since 
President Amin Gemayel stepped down in 
September 1988. Their position is an unen- 
viable one. Any agreement they make will 
carry moral weight, but risks being con- 
tested by the miscellaneous private militias, 
or the armies of Syria or General Aoun. 
When the talks are over, they may be called 
to account for their actions by the warlords. 





| The Gulf 
_ A house with too many children 


HE hardest problem facing the Gulf 

states never hits the headlines. Its cause 
lies peacefully in rows of cots in the mater- 
nity wards of modern, well equipped hospi- 
tals. The problem is too many babies—or, 
rather, too many babies nowadays surviving 
to adulthood to produce large numbers of 
children of their own. “A house should 
have children as a garden has flowers,” says 
an Arab proverb. But reckless population 
growth is bringing no end of social problems 
and even, in some places, a threat to pros- 
perity. 

A new study by Birks and Sinclair, a 
British consultancy*, reckons the popula- 
tions of the six member states of the Gulf 
Co-operation Council (Saudi Arabia, Ku- 
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wait, Qatar, Bahrain, the United Arab 
Emirates and Oman) are now growing so 
fast, at 3.5% a year, that they will double to 
20m in 20 years (see chart). 

The demography is simple: infant mor- 
tality rates have declined, and life expec- 
tancy risen with improved medical care, but 
birth rates—encouraged by generous child 
allowances, housing grants and free health 
and education—stay high. In some places, 
such as Kuwait, birth rates are now begin- 
ning to fall, but only slowly. In Oman and 
the UAE birth rates are expected to go on ris- 


*National Populations of the GCC States 1985-2010, by 
Birks and Sinclair Ltd, Mountjoy Research Centre, Dur- 
ham. Price £220. 





ing until the end of the century. 

As a club of oil-rich sheikhdoms, the 
GCC ought to be better placed than its 
neighbours to cope with a population 
boom. The problem is that the club's citi- 
zens have grown used to good living. In 
Saudi Arabia, for example, every citizen is 
entitled to a plot of land and an $80,000 
government loan to build a home on it. 
There are no income taxes; school and med- 
icines are free; electricity is subsidised. In the 
over-populated future these luxuries will 
have to be cut. Kuwait has begun by asking 
its citizens to pay (so far nominal) charges 
for health and education. 

Saudi Arabia, Kuwait and the UAE have 
enough oil to last for a century at current 
rates of extraction. But they cannot boost 
their incomes merely by pumping more of it 
out. That depends on the world market and 
the oil price. Birks and Sinclair expects oil 
income per head to fall by more than half in 
real terms over the next 20 years. By 20 
Bahrain and Oman will have exhaustcu 
their oil reserves. 

The ccc states have tried to diversify 
their economies since the oil-price collapse 
of the early 1980s. Population growth makes 
the task more urgent: graduates are already 
finding it harder to find jobs, and not even 
the big oil producers can employ them all in 
the capital-intensive oil industry. Yet even 
though it has invested billions of dollars, 
Saudi Arabia's non-oil GDP is still only 1296 
of the total Despite an energetic 
industrialisation programme, industry in 
Qatar contributes only 10% to GDP. 

In principle, the GCC states could em- 
ploy more of their people by giving them 
jobs currently done by foreigners. Though 
the number has dropped slightly since the 
oil-price crash, more than 5m migrants still 
work in the Gulf—some 3m in Saudi Arabia 
and more than 500,000 in both the UAE and 
Kuwait. But the “Arabisation” of emplc- 
ment is welcomed by Gulf citizens o: 
when it involves white-collar jobs. The 
harsher realities of the next century may 
force them to get their hands dirty. 


The Saudi surge 


Population projections 


Total Gulf states 


1985 90 95 2001 05 10 
Source Birks and Sinclair Ltd — w Oman, Kuwait, UAE, Bahrain and Qatar 















. WARDA/ADRAO — BOUAKE — COTE 
D'IVOIRE 


West Africa Rice Development 
Association, Association pour 
le Developpement de la Riziculture 
en Afrique de L'Ouest, 


PREQUALIFICATION 
OF CONTRACTORS 


Building and Civil Engineering Contractors are 
¿invited to apply for prequalification to tender for 
the first phase of the construction of the new 
WARDA/ADRAO Main Research Centre and Head- 
quarters at Mbe, 25 km North of Bouake compris- 
ing 7100 m? gross of single storey buildings (3000 
of which is laboratories), building services, 
roads, water supply, main drainage and electric- 
ity supply. Tender documents are expected to be 
issued on February 15th for return on May 10th 
1990. 
The application for prequalification should in- 
clude the following information: 


1. Address of head office and relevant 
branch offices; information about the 
firm size, number of senior/junior em- 
ployees, history, turnover etc; name 
address/phone/telex/fax number of con- 
tact person. 

2. Experience of similar projects; experi- 
ence of work in West Africa and in 
francophone W. Africa (including loca- 
tion date and contract value). 

3. Astatement should be attached agree- 
ing to abide by the decision of the 
Tenders Committee which is final and if 
prequalified, agreeing to submit a bona 
fide tender. (It is hoped to notify pre- 
qualified contractors in mid-January 
1990.) 


Applications should be marked "PREQUALIFI- 
CATION FOR MBE” and received on/or before 
Tuesday November 14th 1989, at the address 
below: 

The Development Office, WARDA/ADRAO, 


BP 2551, 01 Bouake, Cote d'Ivoire 


Telephone: 63-23-96, 63-45-14, 63-32-42 
Telex: 69138 ADRAO CI Fax 63-47-14. 
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When you open a deposit account 
you are entrusting your money with a 
a history of business in the world of final 
than 125 years. 


And we are one of the largest basking: subsidiaries in nihe | 
National Westminster Bank Group, itself one ofthe biggest 
banking groups in the world. 


Our range of Sterling savings and deposit accounts 
provide total investment flexibility, with the minimum of- 
restrictions and a good return on your funds. ': 


As an added benefit for non residents of the UK all intere: 
is paid without deduction of tax at source. 


With our experience, our standing and our reputation you 
can rest assured your money will be in safe hands and. 
your account operated in the strictest confidence. 


To know more about 
the benefits of 
saving with Lombard 
and making 
your money 
grow, please 
complete and 
return the 
coupon or 
'phone 
Stephen 
Carter on 
0737 774111 
extension 
3861. 


| To: Stephen Carter, 


Lombard North Central PLC, 
Banking Services Department 635, 
38a Curzon Street. London W1A 1EU. 


The location of our West End Deposit Office; 
38a Cuzon Street, London W1 


Please send me, without obligation. a copy of your deposit account 
brochure and current interest rates. (PLEASE WRITE IN CAPITAL LETTERS) Oi 


NAME (Mr/MrsiMiss) ERA 
ADDRESS .. 
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‘Still snorting 


—M AANUEL NORIEGA is not just a 
AVA pretty face. By surviving an at- 
"tempted coup on October 3rd, he has 
shown himself to be as tough and resource- 
ful as ever, His enemies think he has been 
— weakened because the men who rose against 
- him were those meant to guard him. But the 
general knows how to hang on. 
-The attempted coup was led by Major 
- Moises Giraldi Vega, commander 
of a battalion stationed in the mili- 
- tary headquarters in Panama City, 
“who had helped the general to put 
- down an attempted coup in March 
5 . "This is a strictly military 
- movement, " said the major, before 
— he was silenced. “Politics are not in- 
volved.” The secretary-general of 
- the opposition Christian Demo- 
— cratic party, Mr Ivan Romero, 
— agreed. “It was a surprise to us,” he 
— told The Economist. "They said 
- nothing about a return to democ- 
- racy." The officers seem to have 
— objected to the general's violation 
—— ofthe rule that officers retire after 
— 25 years’ service. Presumably they 
also wanted a share of the spoils. 
x The rebels seized control of 
military headquarters at 7 am and 
issued a proclamation over radio 
and television stations. But they 
were quickly surrounded by gre- 
< nade-throwing troops loyal to the general, 
— and gave up. The general later went on tele- 
—— vision to blame “the permanent aggression 
— and penetration by the forces of the United 
- States against the tranquillity of our 
country”. 
1 General Noriega is wanted in the 
— United States on drugs charges. But in 
- Washington President Bush dismissed ru- 
— amours that the attempted coup was an 
— “American operation". More guardedly, his 
kesman, Mr Marlin Fitzwater, said that 
| "we did not take any action that would have 
— constituted direct involvement”. According 
` toone version of what happened, the Amer- 
` icans were briefed in advance of the action 
and gave their nod of approval. Another ac- 
_ count says they merely received tips about it. 
| In any event the rebels apparently made no 
^. request for intervention by the American 
"troops who were present only 800 yards 
away in the Canal Zone. 
| One reason for the Bush administra- 
— tion's inaction was that in the “fog of war” 
i nobody knew whether General Noriega was 
-— in the headquarters as a captive or directing 
k operations from another base. Another was 
_ that the Americans were unenthusiastic 
about coming to the aid of a man who had 
helped to put down the previous attempted 
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coup against General Noriega. And few 
Latin Americans, however much they dis- 
like General Noriega, want to see military in- 
tervention on their continent by the United 
States. 

The prospects for Panama are dim. 
American sanctions are failing to dislodge 
the general, though they are wearing down 
Panama’s GDP (possibly by 10% this year). 
The IMF has cut Panama off because it is so 
deeply in arrears. An attempt by the Orga- 
nisation of American States to reach an 
agreement between the general and the op- 
position for new elections, superseding 





King of the castle and dirty rascal 


those which the opposition won on May 7th 
and the general annulled, flopped in Au- 
gust. Members of the opposition are too 
scared of being shot or beaten up to hold 
demonstrations. 

General Noriega will sleep less easily in 
the knowledge that his trusted guards be- 
trayed him. But the army, the media and the 
Streets remain under his control—for the 
time being, if not for ever. 
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Nicaragua 
A change of style 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


UCH an excess of democracy exists in 

Nicaragua, complains the country's 
president, that debate runs the risk of be- 
coming “anti-democratic”. As ever, Mr 
Daniel Ortega exaggerates. But in the exu- 
berant aftermath of the national convention 
of the Sandinist party last month, some ex- 
aggeration is forgivable. Sandinism is un- 
questionably changing its style, even if 
changes of substance are harder to detect. 

The point of the convention was to 
choose the Sandinist candidates for next 


February's election. Things got so out of 
hand that one party member was elected as a 
candidate even though he failed to show up. 
At least three official candidates chose to de- 
cline their nominations in favour of inde- 
pendents. Diplomats and journalists were 
invited to watch the procedure, speakers 
were drowned out by deafening cheers, and 
elected candidates were thrown in the air 
and carried on supporters’ shoulders. “If 
this isn't democracy, what is?" asked the in- 
terior minister, Mr Tomas Borge. 

It will take more than a hectic conven- 
tion to convince Sandinism's critics in the 
United States that Nicaragua is turning gen- 
uinely democratic. Although the Sandinists 
are moving away from the East European 
political ideas they espoused in the early 
years of their revolution, their notion of de- 
mocracy still emphasises democratic “re- 
sults” over democratic “process”, and pop- 
ular participation over electoral institutions. 

Sandinists take the view that years : 
deprivation and lack of education have le.. 
Nicaragua's people in need of guidance from 
the vanguardia before they can be relied on 
to make their own choices. But they are at 
least letting party discipline soften. One ex- 
ample is the change that has overtaken the 
neighbourhood Sandinist Defence Com- 
mittees, founded in the early years to 
mobilise—and — police—support for the 
revolution. They once had 500,000 mem- 
bers, but their popularity waned in the mid- 
1980s in the face of rigid control by the 
party. Now, to give them a broader base, 
their leaders are chosen. by secret ballot. 
There is less devotion to political education 
and more emphasis on social work. 

In other areas, too, the Sandinists are 
changing their ways as the elections ap- 
proach. Party members talk about cutting 
the size of the armed forces, improving rela- 
tions with America and fighting an open, if 
rough, campaign against the opposition 
"We have to accustom ourselves to havin 
political opposition with access to the me- 
dia," says Mr Luis Figueroa, chief party 
organiser, "It's difficult for us but we say, no 
matter, it has to be done." 

The end of the contra war is not the 
only reason for the change of style. Some 
winds of change blow by way of Moscow. 
During his visit to Managua this week Mr 
Edward Shevardnadze, the Soviet foreign 
minister, highlighted the need for new 
thinking. Since 1980 the Soviet Union has 
provided more than $3 billion of non-mili- 
tary aid, most of it on generous terms of 
credit. With Nicaragua's debt to Russia in 
excess of $2 billion, the Russians are anx- 
ious to put relations on a more commercial 
footing. They claim to have suspended all 
weapons shipments since the end of last 
year, in response to the cut-off of American 
help for the contras. The talk now is of joint 
ventures with the private sector. 
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EUROPE 


Germanies in confusion 


* .FROM OUR BONN CORRESPONDENT 


THEN Mr Helmut Kohl, the West Ger- 
man chancellor, tried to ring Mr 
. rich Honecker, the East German leader, 
» this week he could not get through. A pity— 
because the two have a lot they need to dis- 
- cuss. The flood of East German emigrants to 
the West not only poses an immediate prob- 
lem of crisis management; it signals the end 
an era in relations between the two Ger- 
-màn states which began nearly 20 years ago 
with the Ostpolitik of Mr Willy Brandt. 
So far neither side has much clue what 
to do next. 

Mr Honecker is in the worse fix. In 
the past month more than 40,000 East 
Germans have either fled across Hunga- 
ry's open border with Austria or won 
their escape by occupying West German 
embassies in Prague and Warsaw. Pic- 
tures of cheering East Germans, many 
of them young couples with children, ar- 
riving in the West have been beamed 
nightly by West German television into 
East German living rooms. East Ger- 
man opposition groups, though still 
small, are gaining strength and on Octo- 
ber 2nd, for the second week in a row, 
thousands demanding reforms marched 
through the centre of Leipzig. It was an 
extraordinary prelude to East Germa- 
**'s 40th birthday party on October 

h, at which Mr Mikhail Gorbachev is 
due to be the maín guest. 

In recent years Mr Honecker has re- 
laxed restrictions on visits to the West 
and on emigration: at least 100,000 East 
Germans are being allowed to leave for 
good this year alone, in addition to 
those now fleeing. He calculated, report- 
edly against tough opposition in the rul- 
ing Politburo, that this would curb dis- 
sent at home. It hasn't. On the contrary, 
pressure for emigration and reform is stron- 
ger than ever. In something like despera- 
tion, East Germany this week "suspended" 

. visa-free travel to Czechoslovakia, the only 
country for which no exit visa had been 
needed hitherto, to try at least to staunch 

` the outflow of its citizens by that route. Is 
this à sign of tougher things to come when 
the birthday party is over? If so, the unrest at 
home is likely to become greater still. 
The West Germans, government and 
position, facea difficulty too. They all say 





they aim neither to “depopulate” East Ger- 
many by encouraging still more emigrants, 
nor to "destabilise" it. Privately, senior offi- 
cials share horror visions of bloody clashes 
in Leipzig or East Berlin (recalling that East 
Germany sent a message congratulating 
China's leaders after the violent quashing of 
dissent in Beijing earlier this year). Virtually 
all sides agree that the policy of "small 
steps" —steadily increasing economic and 








Unhappy birthday 


other links between the two German 
states—is no longer appropriate. But no one 
seems to know what to put in its place. 

The opposition Social Democrats are 
finding this particularly hard to accept. It 
was a Social Democratic chancellor, Mr 
Brandt, who implemented the “small steps" 
policy as part of his Ostpolitik after coming 
to power in 1969. Mr Brandt gave East Ger- 
many the de facto recognition it craved (for 
which he was pilloried at the time by the 
Christian Democrats) but also drew it intoa 















































net of contacts with West German 
Brandt said he aimed to stop 
Germanies drifting further apar 
policy he began in fact brought them c 
Indeed it was so successful that the C 
tian Democrats adopted it, even intens 
it, when they came to power in 1982; 
Some leading Christian Democrat: 
now trying to accuse the Social Dem 
while in opposition, of being too chum 
with the ruling East German comm 
party. Social Democrats did indeed 
they could encourage reform in Eas 
many "from the top down", that is by i 
encing Mr Honecker and his pals In 
eyes of at least some reformists in East 
many, that makes the Social Democrats Ic 
naive, even accomplices. The Social D 
crats now see the danger. They ar 
ing to attach less importance to 
contacts with the ruling party and t 
tensify contacts with the opposition: 
easy matter, because there is no s 
strong opposition group. The phr: 
Wandel durch Annäherung (chi 
through getting closer), once coine 
Mr Brandt’s chief Ostpolitik strate 
Mr Egon Bahr, is being replaced: 
Wandel durch Abstand (ch 
through keeping a distance), meani 
keeping clearer of the leadership. 
But the conservatives are in a wea 
position to criticise. They have arra 
bigger credits and more economic be 
fits for East Germany than the Soc 
Democrats did while in power, 
many seek contacts with the ru 
clique in East Germany beyond: 
strict call of government business. ` 
The “small steps" taken by Wi 
Germany to help East Germany: ha 
really been pretty big ones. Some of ! 
benefits are of long standing. Foi 
stance, because West Germany doe: 
consider East Germany "abroad", 
ports from there can enter free of t 
and farm produce is not subject to E 
pean Community levies. (a conce: 
granted under a protocol:to the 
of Rome setting up the Comm 
1958). East Germany has also bene 
greatly from the “swing”, an arrangement 
inter-German trade under which each 
ner is allowed to run up an interest-free d 
cit to an agreed maximum in any one ye 
West Germany has put up more tl 
DM2 billion ($1.1 billion) in the past t 
decades for màny projects, mainly to im 
prove communications in East Germar 
They include the renewal and extens 
motorway links between Berlin an 
West, improvement of inland wat 












and, starting on October 3rd, a project link- 
ing East Germany and later West Berlin into 
the western electric power grid. 

But it is the sums regularly paid from 
West Germany, whether to official bodies or 
to East German citizens, that are the most 
striking. This year alone the state will re- 
ceive DM525m (DM860m next year) in fees 
for motorway traffic to and from Berlin; 
DM450m from the minimum hard-currency 
sums visitors have to exchange for East Ger- 
man marks on entering the country; 
DM200m for postal services and probably 
more than DM400m—a very grey figure— 
for "humanitarian services” such as letting 
political prisoners go to the West. 

On top of that it is reckoned that East 
Germans will receive more than DM1 bil- 
lion in cash from West German friends and 
relations (mainly spent in the hard-currency 
Intershops, which carry goods not otherwise 
available in East Germany); more than DM1 
billion-worth of presents sent by post or 
brought in by visitors, and another 
DM200m-worth of gifts via Genex, an East 
German mail-order service dealing in goods 
for local people and paid for by westerners 
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in hard currency. East Germans visiting 
West Germany also get various benefits in- 
cluding “welcome money” and lower train 
fares, costing the hosts around DM400m a 
year. Throw in other sums known to exist 
but hard to quantify, such as payments by 
West German religious organisations for 
church upkeep and salaries in the East, and 
the grand total this year probably comes 
close to DMS billion. 

The West German government has al- 
ways argued that this helps make conditions 
more tolerable for East Germans and "binds 
the nation together’’. That also goes for the 
big credits arranged a few years ago: one of 
DMI billion in 1983 and another of 
DM950m in 1984, each of which indirectly 
brought concessions from East Germany en- 
couraging more visitors from the West. 

But as tens of thousands flee East Ger- 
many and fears of a hardline backlash grow, 
tricky questions are unavoidable. Did all 
this aid in fact help stabilise an undemo- 
cratic regime, letting it crow over East Ger- 
man economic “successes”? What policy is 
most likely to wring concessions from Mr 
Honecker and his friends now: a threat to 





cut money if reform does not emerge or a 
promise to boost it (there is even talk of a 
"Marshall plan" for East Germany) if it 
does? Mr Kohl seems to prefer carrots to 
sticks. On October 5th he said West Ger- 
many would be ready to give more help if 
East Germany got serious about reform. But 
the West Germans cannot go ahead indefi- 
nitely with aid business as usual if East Ger- 
man leaders cling to conservatism—espe- 
cially when Poland is desperately calling for 
money for its leap to freedom. 

na 








Soviet Union 


Nothing to eat 
but his words 


IKHAIL GORBACHEV has said, sev- 

eral times, that if he has to go back 
running the Soviet Union by the old met 
ods, he would rather not run it at all. This 
week he came perilously close to breaking 
his word. Panicked by the possibility of new 





| Passage through Prague 


T Germany's embassy in the 

Lobkovic Palace in Prague's old 

quarter will take many months to regain 
its former glory. For most of the past three 
weeks it has been used as a transit camp 
for thousands of East Germans wishing to 
emigrate to the West. Last Sunday night 

| some of the pressure was lifted when 
| 5,500 East Germans were allowed to 
leave. But on Monday the embassy was 
full again. By Tuesday, with the embassy 
doors closed for health reasons, another 
2,000 East Germans were squatting out- 
side on the square, refusing to budge. 


| 
FROM A SPECIAL CORRESPONDENT IN PRAGUE 
| 
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They could not be lured home even with 
promises of preferential treatment in their 
application to leave for the West. 

By this time the embassy was a sanitary 
inspector's nightmare. Prague’s anti- 
quated sewerage system could not cope. 
The East Germans, mostly under the age 
of 25, many with young families, were 
packed on bunk beds, even upstairs in the 
offices. There they were fed with army ra- 
tions, while the West German Red Cross 
helped babies and pregnant women. Un- 
like the Hungarian Red Cross during the 
recent East German exodus through Bu- 
dapest, the Czechoslovak Red Cross 
made no effort to help. 

Outside on the narrow cobbled streets, 
more families waited in the cold. Again in 
contrast to the Hungarians, the Czecho- 
slovak authorities refused to offer any ac- 
commodation. Their main concern was to 
show solidarity with the government in 
East Berlin, as an official statement on 
Tuesday made clear; it declared that they 
would "use necessary measures to main- 
tain order” if the need arose. 

Even after East Germany agreed to let 
the last batch go west, there were delays, 
and not just because of the difficulty of or- 
ganising transport quickly. The East Ger- 
man leaders did not want the “trains to 
freedom” to cross East Germany in day- 
light. To make matters worse, thousands 
of people gathered at Dresden station— 





where rioting took place—and elsewhere 
along the expected route, hoping to jump 
on the trains as they passed by. Their des- 
peration to get out was presumably all the 
greater for their government's decision on 
Tuesday to suspend visa-free travel to 

zechoslovakia, in effect plugging this last 
escape route (travel to Hungary had al- 
ready virtually stopped). On Wednesday 
night some 10,000 East Germans boarded 
trains in Prague which took them, with 
more delays, through East Germany to 
the West. 

In Prague the authorities were remov- 
ing the hundreds of abandoned Trabant 
cars parked bumper-to-bumper in the old | 
quarter, as if to wipe away as quickly as 
possible the traces of the East Germans. 








... and the ecstasy 
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strikes that could bring the Soviet 
railway system to a halt, on October 
2nd parliament was asked for emer- 
gency powers to ban all strikes for the 
next 15 months. Mr Gorbachev 
spoke of “anarchy” in the country; 
Mr Leonid Abalkin, the deputy 
prime minister in charge of reform, 
told a press conference in Moscow 
that unless the country's economic 
slide could be stopped, “it will be the 
end of perestroika.” 

The alarm was genuine enough. 
As the first of the winter's snow set- 
tled on Moscow this week, Mr 
Mikhail Shchadrov, the minister for 
the coal industry, revealed in an inter- 
view with the trade-union newspaper, 
Trud, that coal stocks at power sta- 
tions were running worryingly low. 
With a prospect of power shortages 
over the winter to add to widespread 

hortages of food and other basic 
- ,0ods, there is a real threat of eco- 
nomic breakdown. 

But parliament was reluctant to ban all 
strikes, even for a limited period. It agreed 
instead to a compromise: strikes are to be 
banned in the energy, transport, chemicals, 
and steel industries, but only until parlia- 
ment has passed a new law on trade unions 
and industrial disputes. The new law will 
provide for compulsory arbitration and is 
expected to win approval later this year. Par- 
liament did agree to the government's other 
request: that troops be used to restore rail 
links between the southern republics of Ar- 
menia and Azerbaijan. Over the past month 
a rail blockade by Azerbaijanis in a row over 
the disputed territory of Nagorno-Kara- 
bakh, a mostly Armenian-populated enclave 
within Azerbaijan, has brought Armenia 
virtually to its knees. 

Even the modified strike ban may prove 
unenforceable. Miners from Western Sibe- 

ia and the Ukraine, who downed tools in 
the summer to protest at poor management 
and acute shortages, had threatened to re- 
new their action if promises made to them 
had not been kept by October Ist. Others, 
envious of the higher wages and extra good- 
ies conceded to the miners, are getting res- 
tive too. What if they ignore the strike ban 
en masse? 

Trouble looms even if everybody stays 
at work. The promises made to the striking 
miners—for revised shift patterns and a 
thorough reorganisation of management— 
have yet to make matters better. Coal pro- 
duction, disrupted by the strikes, is still run- 
ning below target. Coal supplies could be 
improved, at least temporarily, if enough 
wagons could be found to shift the moun- 
tains of the stuff that have accumulated at 
pit-heads for want of transport. Wildcat 
stoppages on the railways over the summer 
have not helped. 

All branches of the energy industry are 
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in difficulty. Since the explosion in 1986 at 
Chernobyl, the Soviet Union's ambitious 
nuclear-power programme has come to a vir- 
tual halt. The bureaucracies governing the 
oil and gas industries were recently merged, 
adding confusion to the chaos in the gas in- 
dustry earlier this year when a huge gas sup- 
ply line exploded. Production of both oil 
and gas is running below target. 

Mr Gorbachev is right to fear the anger 
of ordinary workers. Already fed up with 
empty shelves and now worried at the pros- 
pect of cold homes, from October Ist they 
are also to have their pay increases limited. 
In an attempt to stem the flow of 
unspendable roubles into the economy, 
companies that hand out increases of more 
than 396 to their workers are to be discour- 
aged by punitive new taxes. 

Shopfloor anger at the pain perestroika 
has inflicted is all the more dangerous be- 
cause it can no longer be safely channelled 
through the official trade unions. These are 
increasingly being bypassed, as happened 
during the miners' strikes, by ad hoc re- 
gional strike committees. In an attempt to 
win back the respect of its members, the offi- 
cial unions' council has just put forward a 
draft law that would give the unions sweep- 
ing new powers: the right to veto factory clo- 
sures and lay-offs, to reverse “unjustified” 
price increases, to control the activities of 
co-operatives (the new more-or-less private 
businesses) and to decide how the profits of 
any state enterprise should be spent. 

These powers, if granted, would in effect 
bring Mr Gorbachev's liberalising economic 
reforms to a halt. The demands reflect the 
sour mood of the workers. Ominously, 
Marx’s supposedly revolutionary class is be- 
ginning to turn against Mr Gorbachev's eco- 
nomic revolution. 














France 
Vintage stuff 


FROM OUR PARIS CORRESPONDENT 


1 
ORECASTING strike-torn autumns in. | 

France is almost as common as predict- _ 
ing great Bordeaux vintages. Pay claims are 
in and there are some conspicuous strikes, ' 
in both private and public sectors: at | 
Peugeot's car plants, in the prisons and— _ 
glasses have been raised—among tax- | 
collectors. 

The Peugeot strike has features all its 
own. On one side are some 1,000 poorly 
paid and low-skilled workers, who have . 
halted work at two Peugeot plants in eastern 
France. On the other is Peugeot's boss, Mr 
Jacques Calvet, a former civil servant and 
bank chief, whose hangdog look masks an | 
iron will. At first he refused even to talk to _ 
the strikers. 

To add to Mr Calvet's troubles, the 
muck-raking weekly, Le Canard Enchainé, | 
revealed his tax returns for the past three | 
years. From 1986 a total of 46% in rises took 
Mr Calvet's pre-tax pay last year to FFr2.2m 
($370,000). This is not big next to what, say, 
Mr Lee Iacocca of Chrysler earns. But it is 
about 30 times what the Peugeot strikers are - 
making, and in France, unlike America, big 
salaries are not something to boast about. | 

Despite profits of FFr8.8 billion last 
year, Peugeot must cut costs, Mr Calvet ar- — 
gues, to survive against Asian competitors. 
About this he is probably right. But he mis- i 

1 
i 





judged the mood if he thought that Mr Mi- — 
chel Rocard’s government and bosses in — 
other industries were relying on him to hold 
the line in a general campaign against infla- 
tion. As the Peugeot strike neared its fifth 
week, Mr Calvet eventually agreed to talk 
with the strikers, after nudges from the in- 
dustry minister, Mr Roger Fauroux. 

French company profits are strong. Pay — 
rises are running at 3-496 in the private sec- 
tor. Though alive to the risks, government 
economists do not think this year's private- 
sector rises will touch off faster inflation. So- — 
cialist backbenchers are saying France's — 
prosperity should be better spread. Between — 
1983 and 1988, the average real year| 
growth in after-tax wages was virtually ni 
according to the Institut National de la 
Statistique et des Etudes Economiques — 
(INSEE). What real increases there were - 
helped the better paid. Between 1984 and 
1988, the wage gap between the best-paid 
and worst-paid 1096 of the labour force wid- 
ened slightly, says INSEE. 4 

As for striking tax-collectors, the gov- — 
ernment is beginning to calculate the cost of 
going to the bond market to pay for its 
weekly outgoings. It has agreed to talk with 
the tax-collectors about conditions but not — 
pay. A more serious worry is that strikes may _ 
spread to the rest of the public sector. Mr 
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Rocard, however, hopes to have averted this 


—with a “growth pact", announced last 


month. This involves a one-off “bonus” av- 


eraging FFr1,000 for public workers to make 


- up for unanticipated price rises. The govern- 


ment broke the old automatic link between 

public pay and prices in 1982. Hand on 
art, it says there is to be no reforging of 

that link. For the moment, nobody is raising 

his voice to disagree. 

a 





Spain 
Mrs Socialist 


_ FROM OUR MADRID CORRESPONDENT 


HE party line is that Mrs Carmen Ro- 
mero will have a "medium profile" in 


'the campaign for Spain's general election on 


October 29th. The ruling Socialist party ac- 


knowledges that she cannot be treated as 


just another candidate—she is, after all, 
married to the prime minister, Mr Felipe 
Gonzalez—but it does not want her to be a 
lynchpin of its bid for a third term in office. 
If that was the theory, it has already been 
overtaken by practice. 

Spain's politicians are not allowed to be- 


- gin campaigning until October 10th. But 





there is nothing to stop them holding “pre- 
campaigns" in which they avoid openly 
soliciting votes. The first day of the Social- 
ists’ "pre-campaign" saw Mrs Romero ad- 
dressing a meeting accompanied by a cabi- 
net minister. Her profile in the next day's 
press was predictably more than “medium”. 

The party knows a good thing when it 
sees one, even if its leader doesn't. Mrs Ro- 
mero (like all Spanish wives, she keeps her 
maiden name) is known to have been bored 
to stupefaction by seven years in the 
Moncloa Palace, the prime minister's resi- 
dence outside Madrid. Her decision to stand 
for parliament, it is said, either followed or 
caused a row with her husband. She herself 
has done nothing to squash these rumours. 
"He has not encouraged me," she told an 


54 


interviewer earlier this month. 

Whatever the intention, if any, of such 
remarks, their effect has been to curb specu- 
lation that she leapfrogged the party ranks 
at her husband's insistence. As number 
three on the Socialist list for staunchly So- 
cialist Cadiz, Mrs Romero is virtually as- 
sured of a seat in parliament. 

She could well have got there even if she 
had not married Mr Gonzalez. She joined 
the Socialists before he did. In the mid- 
1970s, after her husband became the party's 
leader, she helped found its branch in a Ma- 
drid workers’ suburb. After he became 
prime minister, she attempted to pursue a 
career as a teacher until the demands of pro- 
tocol made it impossible. More recently, she 
was active in a successful campaign to im- 
pose a 2596 quota of women among office- 
holders in the Socialist party. 

But the fact is that she did marry Mr 
Gonzalez, and the political experience it has 
cost her was evident at her first rally when 
she several times stumbled over her speech. 
lt is precisely this lack of sophistication 
which is proving such a bonus to the Social- 
ists. Power has transformed many of its lead- 
ers from idealists into operators, smearing 
the party with a patina of slickness. 

Mrs Romero has emerged, like some po- 
litical Rip van Winkle, as if the process had 
never occurred. Journalists writing about 
her are forced to dig back to the days 20 
years ago when she sang with a group in her 
native Seville and today's cabinet ministers 
listened with delight to her protest songs. 
Now, as a professional teacher, she likes to 
speak about the Socialists' achievements in 
education, an area where they have kept 
their promise to work for a more egalitarian 
Spain. As one of the few active members of 
the party who has played no public role in 
the rift with the socialist trade-union federa- 
tion, the UGT, she can plead with credibility 
for a patching up of differences (although 
what she actually says is that the party has 
made every effort to do so already). 

It is this which raises a question about 





New stage for Carmen 


Mrs Romero that only the progress of her 
new career will answer. Is she living proof 
that the party has a heart as well as a head, 
or that its head is working more cynically 
and subtly than ever? 

— 





Norway 


All change 


FROM OUR NORDIC CORRESPONDENT 


HE days in office of Norway's prime 

minister, Mrs Gro Harlem Brundtland, 
and her Labour party would seem to be 
numbered. Although last month's election 
to the Storting, Norway's parliament, left 
nobody with a clear mandate to govern, 
three of Norway's four non-socialist parties 
expect to be able to defeat Mrs Brundtland 
on a vote of no-confidence when parliament 
reassembles later this month, clearing the 
way for a new centre-right coalition. 

The new government may not last long. 
The three would-be coalition partners—the 
Conservatives, the rural-based Centre party 
and the Christian People's party—will be 
headed by the Conservative leader, Mr Jan 
Syse. Between them these three parties will 
control only 62 of the Storting's 165 seats. 
They will hang on to power for only as long 
as the 22 members of Mr Carl Hagen's pop- 
ulist Progress party agree to let them. 

So far Mr Hagen has agreed only to sup- 
port the vote of no-confidence to bring 
down Labour. He has pointedly refused to 
give any further guarantees of support to Mr 
Syse. Mr Syse, for his part, allowed Mr Ha- 
gen no say in the negotiations leading to the 
coalition agreement. In 1986 Mr Hagen had 
been instrumental in defeating a similar at- 
tempt at a centre-right coalition and letting 
Labour in. 

Assuming it wins power, the new coali- 
tion is not expected to survive more than 
year, perhaps two at most. The Centre party 
is adamantly opposed to Norwegian mem- 
bership of the European Community. It is 
less than enthusiastic even about seeing 
Norway accommodate itself to the Commu- 
nity's 1992 directives. Its condition for join- 
ing the government is, therefore, that the is- 
sue of Norway's membership of the EC is 
dropped for the time being. The Conserva- 
tives, who are enthusiastic supporters of 
membership, have little choice but to agree. 

Oddly, perhaps, Norway's businessmen 
are not wild about the prospect of replacing 
Labour with a non-socialist government. 
The previous centre-right coalition, which 
held power from 1983 to 1986, had a ten- 
dency to adopt the tax-cutting policies of 
the Conservatives and the big-spending pol- 
icies of the two smaller parties, a combina- 
tion which left Norway in difficulties when 
oil prices collapsed in 1985. Labour is reck- 
oned to have handled the aftermath reason- 
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ROM OUR MIDI CORRESPONDENT 


€ 7 EW people have never seen a bear, 
à common creature there is no need 
to describe." That may have been true in 
‘the fourteenth century, when Count 
‘Gaston Phébus of Foix was writing, but 
recently Pyrenean  naturelovers have 
‘been shocked by the unbearable news 
that their region’s ursus arctos is on the 
verge of extinction. 

Only 15 bears are believed to survive 








along the Pyrenees, the mountainous re- 
gion that stretches from the Atlantic to 
the Mediterranean. Nine live in an area of 
natural parks in the west. The other six 
are scattered along the chain itself and are 
for the most part cut off from one another 
by roads, skiing resorts and other man- 
made obstacles. Smaller than the Ameri- 
can grizzly (ursus arctos horribilis), Pyre- 
nean bears are nonetheless imposing. 
Newborn cubs weighing 350 grams be- 
come adults of 200-300 kg, and all that on 
a diet that is nine-tenths vegetarian. 

The French Alps have been bearless 
since the 1940s. Spain's 60-odd Canta- 
brian bears are doing well, but are too few 
to be encouraged to migrate to the Pyre- 
nees. Italy's numbers are on the decline. 
In contrast, communist Europe has 
treated its bears with respect. Czechoslo- 
vakia had only 15-20 bears in the 1930s, 
but now has nearly 600. In Russia the ani- 
mal is thriving. Europe's bears all belong 
to the same branch of the ursus arctos 
family. So French and Spanish officials 
are thinking of importing 40 or 50 Euro- 


pean beats to help repopulate the Pyre- 
nees, which was home to 150-200 bears as 
recently as 1937, 

A team of Soviet naturalists visited the 
region in July and decided that the climate 
and vegetation would suit bears from the 
Caucasus. France's environment minister 
is preparing to launch an ursine re- 
population plan early next year. His offi- 
cials in the Midi are working to ensure | 
that the newcomers settle down happily 
and, ideally, mate with their Pyrenean | 













comrades. This means providing more 
room for them to roam—roughly five 
times the area of existing nature reserves. 
Fortunately, the region’s dominant 
species, homo pirenaeus, is coming round 
to the idea of coexistence with ani. animal 
that centuries of folklore have taught him 
to fear. In the nineteenth century a hunter 
who killed a bear earned roughly what a 
teacher earned in five months—in re- 
wards from grateful shepherds and pay- 
ment for the meat, pelt and even the fat, | 
which barbers sold as a.cure for baldness. | 
Bear hunting was banned in France in 





1962 and in Spain in 1975. On both sides 
of the Pyrenees, generous compensation 
has persuaded shepherds that bears, too, 
have a right to taste their excellent lamb. 























well, at the cost of allowing the unem- 
yment rate to rise to 4%, which is high by 
rwegian standards. Unlike — Mrs 
undtland, Mr Syse will not be able to 
ount on close co-operation with the power- 
rade-union movement. He will have his 
cut out matching —Labour's 





HOM OUR ROME CORRESPONDENT 


LL Italians ever know why a DC-9 air- 
"V liner with 81 people on board 
lunged into the sea north of Sicily on June 
1 1980? The Italian air force's official ac- 
ount of the disaster was last month called 
nto question by several of its own officers. 
The air force has claimed all along that it 
ad no early knowledge of the crash, but Mr 
uciano Carico, a radar technician who was 
-duty in a Sicilian air-force base when 
ight 1H 870 from Bologna to Palermo sud- 
denly went missing, has told a Rome investi- 
ting magistrate that it was he who 
sounded the alarm. Mr Carico's testimony 
has reinforced. allegations, in parliament 
and in the press, that the air force has been 
party to an elaborate cover-up. 
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In parliament this week It- 
aly’s defence minister, Mr 
Mino Martinazzoli, refused to 
comment on the allegations. 
He intends to leave the labori- 
ous task of ascertaining the 
truth to the judiciary. Spurred 
into action by relations of the 
victims, two Roman magis- 
trates have been conducting a 
painfully long investigation 
into the crash. They were 
helped by the direct interven- 
tion of Italy's president, Mr 
Francesco Cossiga, who has 
repeatedly urged the government to take ac- 
tion. As a result, a French company was em- 
ployed in 1986 to raise part of the aircraft's 
wreckage, which included two voice record- 
ers, from the sea. 

Tests, according to lawyers acting on be- 
half of the victims, have since proved be- 
yond reasonable doubt that the DC-9 was 
shot down by a missile. The five technicians 
brought in at the magistrate's behest say 
that the missile was almost certainly fired by 
another aircraft, probably by the unidenti- 
fied one which crossed the DC-9’s flight path 
seconds before it dropped out of sight. 
These conclusions are partly based on radar 
tapes provided by Italian civil aviation. The 
Italian air force’s inability to provide the ju- 
diciary with any other radar records of the 
crucial moments before and after the pc» 
dropped from the sky have inevitably added 
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to the suspicions of many 
Italians. 

Last year reports suggest- 
ing the embarrassing possibil- 
ity that the DC- might have 
been accidentally shot down 
by the Italian air force, or by 
that of one of Italy’s allies, 
caused an irate Admiral 
Mario Porta, ltaly's chief of 
staff, to shout about the 
barely containable "fury" of . 
the armed forces. Partly to 
cate Admiral Porta and paiuy 
: to reassure the public, in No- 
vember last year the government appointed 
a severi-man committee of inquiry into the” 
loss of the pc». The committee’s report, 
which was published in May, gives no ex- 
planation for the crash, and contains not a 
word of criticism of the Italian air force’s ac- 
tions so far. Yet it took magistrates eight 
years to obtain a complete list of personnel 
on duty at the air-force radar base of Mar- 
sala on the night of the crash, and, accord- 
ing to last week’s testimony, even this list 
contains several errors. 











STANLEY CLINTON DAVIS | 
In our issue of September 23rd, we made remarks i 

| about Mr Stanley Clinton Davis. He replied to | 
| 





| them in a letter last week, and we now accept that 
our remarks were inaccurate. We regret any embar- 
rassment this may have caused 
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THAN TO BE TRANSFERRED INTO A Hanp-Cut 





CRYSTAL DECANTER POURED INTO 


A 
CRYSTAL GLASS AND THEN SERVED TO YOU FROM AN ELEGANT TRAY. SINGAPORE AIRLINES FIR 






He's as famous as his ears, 
and his ears 
are as big as his projects. - 
When your projects are as - 

big as your ears, —— 
we at BNP lend ours. 















L^ Euro Disneyland needed the world's most prestigious banks 
H to finance the first phase of its theme park and resort. To 
arrange and lead manage the $ 1 billion multi-currency 
loan with a consortium of 37 banks, BNP came forward 
with the solutions best adapted to this chal- € 


lenging task. BNP is a leader in project financ- = 





ing, at home in Europe, at home in the world. & 


Banque Nationale de Paris. World banking is our business. 
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Red dawn? 


Ahead in the polls by as much 
as 12 points, the Labour 
party met in Brighton for its 
annual conference. The party 
agreed to drop its vote-losing 


policy of unilateral nuclear dis- | 


armament; and Ken Living- 
stone lost his national execu- 
tive seat to John Ptescott. 
Labour stands for education, 
training and high-tech green- 
ery, said Neil Kinnock. 


The Archbishop of Canter- 
bury, Robert Runcie, caught 

. the headlines twice. He 
warned that Britain is turning 
into a nation of self-interested, 
self-righteous “Pharisees” 
("very much on target", 
agreed high-priest Kinnock; 
Fabian clap-trap, retorted 
Thatcherites); and he at- 
tended mass in St Peter's, em- 
bracing a puzzled pope. 


Mortgage holders face a 
gloomy winter. Sterling nose- 
dived on the foreign ex- 
changes, despite heavy sup- 
port from the bank of 
England. Economists are now 
talking about a hard adis 








weekly earnings — 
: each year's median, i men oy 




















The gap between the rich and 
poor continues to widen. 


Men who wear red ties have 
an overwhelming desire to 
demonstrate their sexual po- 
tency and impress their 
bosses, the 1989 Tie Rack re- 
port claimed. Blue is still the 
möstpopular colour. 





| BRITAIN THIS WEEK 


Cops and robbers 


A small army of policemen 
raided the Broadwater Farm 
Estate in north London for 
drugs. They seized cannabis, 
cocaine, and crack-making 
equipment, but less than ex- 
pected and with fewer arrests. 
Journalists and community 
leaders had been told of the 
raid before it happened, and 
news had leaked. 


Self-styled security guards, 
equipped with CS gas and sav- 
age dogs, beat back police try- 
ing to stop an "acid house” 
party. 


The prison system is less of a 
nightmare, said home secre- 
tary Douglas Hurd. Inmate 
numbers have fallen by 1,200 
since September 1988; shorter 
sentences and a huge prison- 
building programme should, 
he claimed, bring the prison 
population “in line with ca- 
pacity” by the mid-1990s. 


Ulster police ordered an in- 
quiry into claims that a secret 
group of disaffected RUC offi- 
cers—the Inner Circle— 
had built up a detailed file on 
IRA suspects. Another leak of 
documents about suspected 
IRA terrorists cast a shadow 


over renewed talks between 
London and Dublin. 























An accountant landed up in 
court for spending almost 
£30,000 of his employer's 
money on luxury flights, 
some on Concorde. Illicit trips 
took him to the United States, 
Singapore, and Hong Kong; 
and he occasionally flew 
abroad for breakfast, later 
turning up for work in the of- 
fice at his normal time. He was 
nabbed on a trip to Canada. 


Verdict pending 


Hammersmith and Fulham 
council argued that its wheel- 
ing-and-dealing on the money 
markets, using £6bn of its 
ratepayers’ money, was ille- 
gal. If the court rejects the 
council’s confession, local 
rate- or poll-tax payers will 
have to pick up the bill; if it 
upholds it, the banks wi ill pay. 
A case of, if guilty we win, if 
innocent we lose? 
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Private Eye began i 
against ee dama 


she misled the court ab 
£25, 000 loan given to he 

“friend” who, says the Eye, 
was a newspaper reporter 
the Mail on Sunday, The 
Master of the Rolls, Lörd 
Donaldson, likened libel pa 
ments to winning the pools 


Foul-ups and U-turns 


The Channel tunnel will 
cost 48% more than plann 
and needs more money by - 
Christmas. Alastair Morto 
Eurotunnel’s co-chairman, 
blamed his builders, who ha 
| already incurred all the per 
ties that can be imposed und 
existing contracts. 


The government admitted. 
that its timetable for 
privatising electricity is to 
short. The sell-off will be p 
back for at least six months 
while problems over the str 
ture of the industry are sor 
out; National Power and 
PowerGen will not enter'the 
private sector until 1991—jui 
in time for Labour to : 
renationalise them? 


Chris Patten, the environ- 

ment secretary, said planners 
should no longer presume in 
favour of house builders, Ac 
ing on this principle, he ga 
the thumbs down to plans | 
a new town in Foxley Wo 
at Brams hill Common, Ham 





School inspectors were 
themselves inspected. The A 
dit Commission found that 
many authorities have little 
idea of how they spend the 
time. 
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vironmental Management and Economic Development 
Gunter Schramm and Jeremy J. Warford, editors 

report looks at progress in examining the environmental effects of various economic 
and in taking steps to preserve the environment. One of the more hopeful 
gs is that sensible policies and action can protect the environment and at the same 
contribute to economic growth. 
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Environmental Accounting for Sustainable Development 
usuf d. Ahmad, Salah El Serafy, and Ernst Lutz, editors 

This volume comprises 11 papers and an overview on economic and statistical issues in 
environmental and resource accounting. 
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Wildlands 
tir Protection and Management in Economic Development 
A pragmatic handbook for planners and administrators. this report presents specific 
in wildland management. Appendices give details on the status of wildlands in 
orld: Bank project areas and provide annotated listings of information sources, 
organisations and international agreements. 

ISBN 0-8213-1154-9, £16.15 
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Urban poverty and the labour 
market: Access to jobs and in- 
comes in Asian and Latin American 
Cities Evited by G. Rodgers 


The aim of this book is to document ways in which 
labour market structures and mechanisms result in 
or aggravate urban poverty in developing countries. 
it gives an d introduction and nine case 
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Will the economy help the 


Tories? 


The government can still hope to time a general election to coincide with 
happy economic news. But it might need to do a bit of opportunist massaging 


N HER previous two successful bids for 
re-election, Mrs Margaret Thatcher was 
shrewd or lucky or both in getting the elec- 
toral cycle into line with the economic cycle. 
When she meets her party conference in 
lackpool next week, she will have either 32 
aionths to get things right again (if she in- 
tends to hang on to the last possible minute 
in June 1992), or 20 months (if she goes for 
the more orthodox June 1991). Either way, 
the present statistics show she would prefer 
not to start from here. 

The government is setting out with an 
annual current-account deficit 
of about 4% of Gop, an infla- 
tion rate over 7%, bank base 
rates at an embarrassing 15%, 
and a wobbly pound. The posi- 
tion of the economy at the past 
two general elections, in June 
1983 and June 1987, gives a 
reasonable idea of where the 
government wants to get to: in- 
flation in both those happy- 
for-Thatcher Junes was around 
496, bank base rates were be- 
low 1096 and falling, real per- 
sonal disposable income was 

sing fast. 

^ : True, in both the past two elections, un- 
employment was close to 3m, compared 
with less than 2m now. But for several 


months in 1987 (at least) the latest figures : 


had shown that dole queues were shrinking. 
Overseas in 1983 Britain had a large current 
surplus, and in the first half of 1987 a rough 
balance. Those were the days. 

Having survived Mrs Thatcher's sum- 
mer reshuffle, Mr Nigel Lawson is almost 
certainly in the pilot's seat until the next 
election—unless he decides to resign. The 
pilot's job is to steer the craft out of the 
present turbulence towards the much 
vaunted soft landing—ie, a significant re- 
duction in both the current-account deficit 
and the inflation rate without a full-blown 
‘recession: 

Among the monetary and fiscal levers 
che can pull, the chancellor will be keen to 
reduce interest rates as soon as is prudently 
possible. By some Tories’ thinking, his large 
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budget surplus provides much room for tax 
cuts in the next three budgets. In the March 
1989 budget, the Treasury pencilled in a 
possible £6 billion-worth of tax cuts (over 
and above what is needed to offset inflation) 
between now and March 1992. 

Mr Lawson would also like to pop ster- 
ling into the exchange-rate mechanism of 
the European Monetary System before any 
election, although Mrs Thatcher wouldn't. 
Membership might provide a signal that 
would flash embarrassingly red if he tried to 
stimulate a pre-election boom, although Mrs 
Thatcher could claim that this 
was because markets feared a 
Labour —victory—intimating 
that under a Labour govern- 
ment economic prospects 
would be worse. 

The charts show how two 
City stockbrokers think Mr 
Lawson might ru the course. 
The two are ugs Phillips & 
Drew (which seems to presume 
a statesmanlike policy from Mr 
Lawson) and James Capel 
(which seems to presume a 
politician's one). Look at their 
differing estimates for infla- 
tion, interest rates, the overseas balance, 
personal disposable income and unemploy- 
ment—the five indicators which voters are 
believed to watch most closely. 

One caveat. The models have been esti- 
mated on the basis of past behaviour; if (a 
big if) there has been an economic miracle, 
which has transformed British industry, the 
forecasts will be too pessimistic. 

Both forecasters are optimistic in one re- 
spect. They assume that wage settlements 
will fall next year—chiefly because an ex- 
pected profits squeeze will encourage em- 
ployers to stand firm. If they do—a second 
big if—this ought to allow interest rates to 
be cut sharply in 1990. 

Both brokers forecast that GDP growth 
will slow to only around 1.296 next year and 
that unemployment will start to rise; then 
that a recovery will begin in 1991. uns Phil- 
lips & Drew, however, does not believe that 
its statesmanlike Mr Lawson will dare to cut 
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growth of 3-5% in real disposable incomes 
they have enjoyed in the four years 1986-89. 

James Capel assumes that, as the elec- 
tion approaches, the government will want 
people to have more to celebrate than this 
implies. They reckon that the banks’ base 
rate will fall steadily to 9.5% by mid-1991. In 
their model GDP growth will rebound to 
around an election-winning 3.3% in 1991 


EINMN- Ue TUN UM 
terest rates below 1196; economic growth 
991 in its model, therefore, is still no 
than 1.796. The dole queues go on 
ening, and at an election in mid-1991 
he voters would be pretty glum. After all, 
hey will be struggling along with a growth 
al incomes of only 112%, even in the 
to the second quarter of 1991. That 
might indeed come hard, after the annual 








PT^HE country's top bosses are in no 
— A hurry to see the back of Margaret 
Thatcher as prime minister. But the great 
majority of them would like to see her 
- hand over the keys of Number 10 to an- 
other Conservative once the next elec- 
. When to go 

% of 96 respondents who think Mrs Thatcher should: 


- Retire in time for a successor to prepare for the 
1991/92 General Election 


T 


.. Remain as prime minister beyond the next election with 
a view to making way for a successor shortly after 
























































| tion is safely out of the way. Of her 
| present colleagues, only four look to 
- businessmen like real contenders—with 
Mr Kenneth Baker emerging as the pre- 
| ferred candidate, but only just ahead of 
| Mr Michael Heseltine. 
These, at any rate, are the views sug- 
gested by a poll which The Economist 
. commissioned from QDM, an indepen- 
. dent marketing-research company. The 
chief executives of 100 of Britain’s largest 
-companies—all of them on the rr500 
_ list—were approached between October 
2nd and 5th and gave their own anony- 
. mous answers to four questions. Asked 
| whether they thought Mrs Thatcher had 
| been good for Britain in the 1980s, four 
said no. The remaining 96 were then 








asked when they thought she should re- 
tire; who they thought should succeed 
her; and whith single area of government 
policy, if any, they would like to see her 
push more vigorously. 

The last question was left open, so 
that the the choice of issues would 











Critical issues 


Is there a single area of to which, you believe, 
Mrs Thatcher sould sitio 2 igatieanty i higher priority? 


% of 84 respondents who specified an issue 


. The bosses’ choice 


.. Of the following, who would you most like to succeed 
Mrs Thatcher, assuming the timing of her departure did 
.. mot constrain the choice? 


... % of 96 respondents who chose: 
Kenneth Baker........ 
.. Michael Heseltine.. 


Source: QOM — Care for elderly, long-term unemployed & low income workers 













a emerge unprompted. As many as 13 is- 
a sues were cited. Top priority went to 
sorting out the health service, just ahead 
of promoting better education and tak- 
ing a more positive stance towards 







Pd 
and 1992, unemployment will fall, and there 
will again be strong growth in real dispos- 
able incomes. 

By cutting interest rates more quickly 
than uss Phillips and Drew assumes, the 
government could in 1991 engineer a sort of 
virtuous circle: lower mortgage rates cut the 
inflation rate which, in turn, reduces pay de- 
mands and so justifies another interest-rate 
cut. This is how James Capel's model pushes 
the inflation rate down to 4% by the second 
quarter of 1991, and to a whisker above 3% 
by the end of 1991. 

UBS Phillips & Drew expects inflation to 
fall only to about 5% by the second quarter 
of 1991, and then to stay there. One reason 
is that the firm expects the pound to weaken 
and push up import prices. James Capel as- 
sumes that sterling stays fairly strong. 

If Mr Lawson takes the more statesman- 
like route, sketched out by uss Phillips & 
Drew, then Mrs Thatcher will presumably 
want to delay the election until 1992. Ir 
June 1991, under its model, inflation woulc 
still be a nasty 596. Interest rates would be 
three percentage points lower than now, but 
consumers (and the unemployed) would still 
feel that since 1989 they had had two horrid 
years. From autumn 1991 onwards, under 
this model, real disposable income would be 
picking up, and the trade deficit would also 
be improving steadily. But unemployment, 
right up to a 1992 election, would still be 
getting worse. 

If, instead, the government steers the 
economy as James Capel assumes, the Con- 
servatives could happily go to the polls in 
May or June 1991, which would give Mrs 
Thatcher the same length of government as 
in her two previous two terms. She could 
point in that election to inflation down to 
496 and still falling, much lower mortgage 
rates, and consumers getting almost as big a 
rise in real incomes as in the four past years. 
Third time lucky? 

The trouble is that this “Capel coc 
tail" of strong domestic demand and a firm 
pound could be lethal for the current-ac- 
count deficit. Whereas uss Phillips & Drew 
forecasts a steady improvement in the cur- 
rent account to an £8 billion deficit in 1991 
and a tiny £2'/ billion in 1992, James Capel 
forecasts that, after shrinking next year, the 
deficit would start to explode again from the 
middle of 1991, reaching £22! billion in 
1992. The government would therefore 
need to go to the polls by June 1991 at the 
latest. Even then, while the voters might be 
conned into believing that 
the current-account deficit 
was still under control in 
early 1991, the foreign-ex- 
change markets would be 
less gullible. If the pound 
plunged, it might scupper 
the whole strategy. That 
strikes a familiar chord. 









Channel tunnel 


OVERNMENTS know all about the 
way that cost forecasts, halfway 
through a big construction contract, tend to 
take off for the wide blue yonder. Usually, 
they simply write a blank cheque and carry 
. on. Private enterprise cannot do that. In the 
next few months, if the French and British 
governments stick to their guns, the private 
builders of the Channel tunnel will have to 
find a different answer. 


The tunnels costs have just vaulted - 


clean over the total cash available for it, in- 
cluding contingency reserves. The project 
must either go bankrupt—and perhaps be 
continued by another private body—or a 
way must be found to complete the project 
within a cast-iron budget that will ensure 
costs can be covered by the limited extra f- 
nance that might still be raised. 

For this to happen, the three main par- 
ties in the venture, assisted by an indepen- 
dent referee, must agree on a way forward by 
Christmas: that is when the cash so far lent 
by the banks will run out. The tunnel's 
owner, Eurotunnel, has just announced that 
it will need a total of £7 billion to complete 
the project, rather than the £6 billion ar- 
ranged in equity and loan capital to date. 
Eurotunnel’s co-chairman, Mr Alastair 
Morton, blames the overrun largely on the 
contracted builders, Transmanche Link 
(TML), who reckon the cost could be even 
higher and do not want to take responsibil- 
ity for the difference. The project's bankers, 
the third party, have been advised that the 
cost could be as high as £8 billion. Not sur- 
orisingly, they are jibbing at putting up 
nore money on that basis. 

So Eurotunnel urgently needs to reach 
an agreement with TML that limits any 
spending above £7 billion, or makes TML 
pay for it. The most serious dispute is over 
the cost of the railway through the tunnel, 
its terminals and related equipment. The in- 
dependent referee, a monitoring organisa- 
tion known as the Maitre d'Oeuvre, will ad- 
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Jnder water, over budget 


Can the Channel tunnel survive a 48% 
its contractors to tight new terms—or f 


leap in forecast costs? Only if it nails 
inds new contractors 


vise whether extra spending on these items 
projected by TML is due to Eurotunnel’s 
specifications. 

Eurotunnel plans to raise a quarter of 
the extra cash needed with a rights issue, 
and borrow the rest. But the banks look in- 
creasingly jittery about the whole project. 
As a minimum, they will be demanding that 
cost overruns be contained within rigid lim- 
its. Even that might not be enough: a funda- 
mental change in the project’s financing 
structure could yet be on the cards. 


What went wrong 

To avoid getting into even deeper water, 
Eurotunnel needs to put right the defects 
that have produced the present mess. There 
have been three main problems: hasty initial 
forecasting of costs; lousy management at 
TML; and stormy relations between TML and 
Eurotunnel. The first cannot be helped; the 
other two need urgent attention. 

Take the costs first. When Eurotunnel 
was floated as a public company in Novem- 
ber 1987, investors were assured that the 
project was relatively straightforward. Ac- 
cording to the prospectus: 

The geology of the tunnelling route is well 
understood ... Whilst the undertaking of a 
tunnelling project of this nature necessarily in- 
volves certain construction risks, the tech- 
niques to be used are well proven... The Di- 
rectors, having consulted the Maitre d'Oeuvre, 
believe that 1096 ... would be a reasonable al 
lowance for the possible impact of unforeseen 
circumstances on construction costs. 

Why, then, have tunnelling costs risen 
3096 above the initial estimate, and all capi- 
tal costs risen 48% (see chart on next 
page)—despite the fact that there have been 





no big geological surprises? Answer: 
known in 1987 about the cost ofthe: 
than the prospectus implied. The 
drew heavily on the aborted schem 
tunnel dreamt up by the state ra 
panies in the early 1970s bu 
abandoned just as the detailed : 
studies were being initiated. Li 
struction-cost estimates, Eurotun: 
figure was effectively a base price: 
a boring machine breaks down or r 
ments for ventilating the tunnel chang 
cost rises. Anyone persuaded to buy s 
in Eurotunnel in the belief that the cas 
mate was an average of expected final. 
was sold a pup. In fact, many small inve 
took their lead from the 200 banks 
bought the same figures. = 
But less than a third of the cost ove 
is on tunnelling. While Eurotunnel h 
ways stressed that its digging methods 
tried and tested, it has underplayed the 
that the railway system it plans to. 
through the tunnel is wholly. wi 
precedent. Apart from anything else 
be one of the busiest heavy railway 
the world; probably the busiest in ter 
weight carried. The huge shuttle wa 
that will take lorries and double: dec! 
cars back and forth under the chann 
unique. “Nobody had any idea wha 
would cost in 1986-87," Mr Morto: 
admits. Those words do not appear 
1987 prospectus. In July 1989 the rol 
stock contracts were placed for £600m 
times the price estimated 20 months ea 
Part of the increase in the rolling-s 
cost—perhaps £100m—can be explaine 





































































figures in the chart differ from 
the text which are cuttum 














ugher safety demands. But a more funda- 
al cause, and the reason for the con- 
uing wrangle over the cost of the railway 
d its equipment, is that the tunnel is a 
mplex system, where every time one speci- 
tion is changed there are implications for 
nother. 
_ The construction companies that make 
TML have plenty of experience of build- 
‘straightforward things like roads, 
idges and power stations, but they are 
y equipped to design and build a rail- 
Worse, two features of the construction 
lustry have fed through into TML’s man- 
gement approach with damaging conse- 
es. A hierarchical working method 
eant that every branch of the opera- 





tion has taken orders from the top but has 
not consulted sufficiently with other 
branches about the implications of each de- 
cision. Second, unexpected complications 
have too often meant an instant rise in the 
bill, rather than a serious effort to find a 
cheaper and better way forward. 

Under strong pressure from 
Eurotunnel, TML replaced most of its top 
management in May, appointing as chief ex- 
ecutive an admired American, Mr Jack 
Lemley. For the first time, amazingly, the 
British and French operations of TML are 
now co-ordinated under one man, and the 
company is being run by people appointed 
from outside rather than sec- 


ness of their public relations: despite its 
praise for Mr Lemley, Eurotunnel, as it is en- 
titled to do under the terms of the contract, 
refused The Economist permission to talk to 
him or any other employee of TML. 

If Eurotunnel wants to keep TML on a 
tight leash, it needs to draw up new incen- 
tives for it to keep within newly agreed costs. 
Under the present contract, all further rises 
in tunnelling costs must be met by 
Eurotunnel, since penalties to TML for cost 
overruns have reached their maximum. 

If that contract cannot be rewritten, the 
project is heading for almost certain disas- 
ter. Without any penalties, tunnelling costs 

seem bound to escalate fur- 





onded from the construction 
firms that make up the TML 
consortium. Eurotunnel is 
much happier with the new 
management. But there are still 
only two managers in the top 
ten with railway rather than 
construction backgrounds. 
And, to judge from the present 
wrangles over costs, the new 
management still prefers to 
look for answers from lawyers 
apportioning blame than from 
engineers finding better ways to do things. 
So Eurotunnel’s relations with TML re- 
main fraught. There has always been a cre- 
ative friction between the two companies. 
But their recent arguments have been less 
constructive, as reflected by the awkward- 








Eurotunnel share 





ther, making Eurotunnel 
unfinanceable. In its bargain- 
ing with TML, Eurotunnel 
therefore needs to demand 
that the contractors deliver as 
much of the project as possible 
for a fixed price. To enforce 
that demand, it will probably 
have to threaten to take de- 
tachable parts of the contract 
away from TML, and mean it. 
Though organising new con- 
tractors would be hard, it 
would be preferable to Eurotunnel putting 
itself at the mercy of a contractor that has 
failed on the things it was supposed to know 
how to do, and is now moving on to things it 
has never done before. 


























“A VICTORIA line train arrived at Ox- 
UAM ford Circus station at exactly 
6.58pm. Its passengers were pleased to be 
there: they had just sat motionless in a 
tunnel for 48 minutes. 

The train’s public address (PA) system 
had not helped them much. À barely au- 
dible voice had whispered something after 
-a quarter of an hour; only at 6.48pm had 

>it abruptly told them of a signal-fault on 
: the line. But should passengers, arriving at 
-Oxford Circus, stay on board or get out? 
. There was not one London Under- 
ground official on the platform. The PA 
|. announced that "service on the Victoria 
line is suspended". Hundreds of bewil- 
“dered commuters milled out of the train. 
Almost as many stayed in their seats, un- 
aware of the announcement or not con- 
vinced of its seriousness. 
The driver of the train was as confused 








Clowning at the Circus 


London Underground is critically short of the number of staff that 
must, by statute, man its system: new home-office manning rules have 
m several stations out of action since September 18th. On September 

Sth one of our journalists experienced the reorganised, satety-first 
manning system on this showpiece of Britain's transport in 


structure: 


as his passengers. More rush-hour travel- 
lers streamed on board while the station's 
PA went on insisting that service on the 
line was suspended. Asked why nothing 
more was being done to discourage new 
arrivals, the driver said he could take or- 
ders only from the station controller. 
Those orders, apparently, were to stay put 
and await further news. 

After ten minutes of pandemonium, 
the first London Transport official ap- 
peared. Passengers clamoured to know 
what was happening. He had no clue. 
Who was he taking instructions from? 
Three people, he said: the station man- 
ager, the foreman and the inspector. By 
7.15pm the officially suspended train was 
crammed. The railwayman, joined now by 
a colleague, drifted diffidently down the 
platform warning random commuters 
that the train was out of service. At 


7.16pm its doors rather oddly closed and 
it pulled out of the station. 

Minutes later, the operations room up 
in the station’s main concourse was not a 
reassuring sight. One man talked busily 
into the PA mike (“passengers should take 
the best alternative service") until some- 
one sent back word that his Indian accent 
was hard to decipher at the squawk-box 
end. Two other staff mulled over the se- 
mantics of "suspended" as distinct from 
"delayed" services. The duty manager, a 
courteous West Indian who preferred to 
restrict his identity to Charles, seemed re- 
lieved to share his problems. 

"Control room" would be a polite de- 
scription of this office. VDU screens 
showed trains halted all the way along the 
Victoria line, but there seemed to be little 
that Charles and his colleagues could do 
to control the flow of travellers. They 
stared at the crowded platforms on their 
short-circuit televisions, and chattered im- 
potently about the chaos. 

Was it often as close to breakdown as 
this? "Every day, sir,” said Charles, "but 
that's Oxford Circus for you". It is Lon- 
don Underground's third-largest station, 
where more than 40,000 people start their 
homeward journey every evening. 
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Not like the old days 


T Labour party’s chief press officer 
was standing at the bar of the Grand 
Hotel in Brighton late on Sunday night 
| when his telephone pager started beeping. 
| Up flashed a message from one of his min- 
| ions "No fireworks at CLPD". Satisfied 
| that yet another potentially troublesome 
| left-wing fringe meeting had passed un- 
| eventfully, the pressman returned to his 
| drink. 
There could be no better image for the 
| Labour party conference; it was polished 
and modern, with little yobbery and many 
| dark suits. But above all, the conference 
| was tightly controlled by the team around 
Mr Neil Kinnock, Labour’s leader. And 
| partially because of that control, it was a 
|. success; for the first time in ten years, La- 
l| bour looks able to threaten continued 
Tory government. 
| Mr Kinnock has been working for this 
for four years, since the day at Bourne- 
: mouth in 1985 when he rounded on the 
Trotskyists of the Militant Tendency. His 
control of the party is now total. The sec- 
tion of the powerful National Executive 
Committee (NEC) elected by constituency 
parties has traditionally been a source of 

~ residual power for the left-wing. This year 
the votes of all left-wing candidates 
dropped. One of them, Mr Ken Living- 
stone, lost his seat to Mr John Prescott, 
the shadow transport minister. Mr Pres- 
cott is too much his own man ever to be 
called a Kinnockite, but he will be a loyal 
member of the NEC. 

Mr Livingstone has not covered him- 
self with glory during 1989 —he was the 
only member of the NEC openly to rubbish 
the party's policy review at the time of its 
adoption— but the real reason for his de- 
feat is more revealing about the party as a 
whole than about his recent record. And 
it supports the leadership's conviction 
that the changes in the party are more 
than skin-deep. The NEC has recom- 
mended that constituency Labour parties 
should allow all their members to vote for 
NEC election candidates. Each year, more 
constituency parties adopt that practice; 
each year, the left's share of the vote de- 
clines. Not even Mr Tony Benn, the grand 
old man of the left, now has a safe seat on 
the NEC—and he knows it. Speaking, as is 
his wont, to half a dozen fringe meetings a 
day, he lamented the fact that every party 

| in Britain was turning into a Tory party, 
and that Labour's policies were now 
"written by Dr Gallup". 

The policies have, as it happens, been 
written not by Dr Gallup but by Uncle 
Tom Cobbleigh and all. And they exhibit 
(| the elegant lucidity that comes from such 














authorship. Still, the policy review that 
has emerged from this two-year process 
did place new demands on the faithful. 
They had to agree to drop their commit- 
ment to unilateral nuclear disarmament, 
forget any thought of confiscatory tax- 
ation, welcome the market economy, and 
recognise that nobody is going to hand 
back to the trade unions the powers they 
had in the days before Margaret 
Thatcher. 

All this nasty medicine the party duly 
swallowed. Not only in the supposedly 
great set-piece debate on defence, but also 
in the debates on the economy, on trade- 
union rights and on industrial policy, the 
conference adopted the revisionist line of 
the policy review with hardly a murmur. 





Into the mainstream 


There are—to put it as politely as pos- 
sible— some areas where the new revision- 
ism is unclear. A left-wing supported mo- 
tion to reduce defence spending was 
carried (and within a minute of the vote, 
the public relations machine was briefing 
journalists that it would be ignored). The 
position on reforming trade-union laws 
remains far from satisfactory. Some union 
bosses think they can get more conces- 
sions from a Labour government than is 
now being publicly admitted, and there 
remains the suspicion that Mr Michael 
Meacher, Labour’s shadow employment 
spokesman, likes facing every possible way 
on the matter—a pragmatism that is more 
than is good for his party’s credibility. 

Yet the details of the policies—much 
though they will be pored over by Conser- 
vative politicians—are beside the point. 
There was a nagging emptiness in Brigh- 
ton, as if everyone was doing what they 
knew they had to do, but lifelessly, and 
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lovelessly. The new revisionism is sti 
in the head, not the heart. The all-i 
tant debate on the economy, wh 
John Smith, Labour's shadow.chanc 
set out his stall, was poorly à 
Managing capitalism does not sum 
up the Labour blood —at least, not i 
way that hammering capitalism does. 
even debating the question of represent: 
tion in the party for blacks and wome 
Labour still enjoys talking to an 
about itself. It has few individuals w! 
have a clear view of what a modern soci 
democratic party might look like. Mr P 
cott, for example, may have been the h 
of conference, but he is a hero out of th 
old Labour school of megaphone rheto 
Intriguingly, of those who are thinkin 
about the future, a disproportionate nüm 
ber have gained their wider vision b 
working with foreign parties or in the 
ropean parliament. 



















































From little pond to big one 


At the end of the week, the central enig 
remained the position of Mr Kinnock 
leader’s speech lasted an hour, and 
cheered to the echo. It was meant t 
statesmanlike; perhaps that is how it a 
peared on the television screen, which 
what seems to matter to Mr Kinnock. Bu 
in the hall it seemed far too long and d 
It lacked any original insights or even, 
times, simple coherence. The suspicion 
mains that he himself has not yet rea 
how much Britain has changed; hov 
much of the Labour party is archaic, h A 
little its selfabsorption appeals to th 
tenor of modern Britain. And if all this i 
true, the question of his fitness to be 
prime minister will — become—de 
servedly—a key issue in the run-up to th 
election. 
There are those around Mr Kinnoc 
who admit that he lacks the attention t 
detail needed to be a good departmen 
minister: mastering a brief, handling | 
of civil servants and all the rest of t 
Whitehall game. But they insist, passion 
ately, that he has what it takes to be- 
prime minister—albeit one more in 
collegial mode of Lord Callaghan tha 
Mrs Thatcher's presidential style. Th. 
say he can pick and keep good staff, slo 
the right person into the right job, forg 
consensus, and, having done so, see tha’ 
everyone sticks to it. ; 
It is Mr Kinnock's ability to be a leade 
of something bigger and more important 
than the Labour party which is now the 
issue. As a party manager, he ranks wi 
the best; he has as much dominance over 
his party as Mayor Daley had over Chica- 
go's Democratic machine. But Mayor Da- 
ley never ran for President. 











Business 


International 


GLOBAL BUSINESS INFORMATION AND ADVICE 


e 
China: What Now? 
A Seminar on Trade, Licensing and Investment Issues 
Beijing, China 


Diaoyutai State Guesthouses, Beijing 
12-16 November 1989 


presented by 
Business International Asia/Pacific Ltd 


in co-operation with 
The International Trade Research Institute 
of China's 


Ministry of Foreign Economic Relations and Trade 
(MOFERT) 


On the eve of the 1990s and in the aftermath of June's tragic events, senior executives responsible for 

China will want to hear from Chinese economic policymakers and implementers just where the 

country is headed, how they view its future course, and the role they foresee for foreign companies. 

The seminar comes at a critical time, a few weeks after the October-scheduled Central Committee 
meeting sets new policy directions. 


Business International's seminar will, in our company's tradition, be aimed at providing the best 

posible communication between policymakers and executives, a meeting among people searching 

or solutions — NOT an audience convened to receive the current conventional wisdom from high- 

placed authorities. Toward this goal, we'll live and work in a retreat-like environment where we can 

put detailed questions to the government speakers and offer opinions, options, and alternatives to 
problems and policies that emerge during the discussions. 


Who Should Attend? € The executive about to be or just recently put in charge of 

China ...@ The Vice President of International or the Vice President of the Far East with 

oe pied responsibility for PRC policy . . .@ The strategic planner figuring where China fits in 

overall corporate policy...@ The veteran China executive intent on gauging policy 
trends . . . € Anyone serious about China business prospects. 


Among the organisations that will send speakers to the seminar are several departments of 
MOFERT, the State Planning Commission, the State Council Office for Special Economic Zones, 
the People's Bank of China, and the State Administration of Exchange Control. 


For further information, registration form and seminar agenda please reply to: 


Mrs Lois Dougan Tretiak 
Vice President & Director, China Division 
Business International Asia/Pacific Ltd 
11/F Mount Parker House, Cityplaza, Taikoo Shing, Hong Kon 
“Tel: 5-670491 e Telex: 74364 BUSIN HX e Fax: (852) S 8853279 












European interest 


West Germany’s Bundesbank 
raised its official discount rate 
by 1 percentage point to 6%, 
its highest level in seven years. 
The central bank’s move trig- 
gered a Europe-wide round of 
interest rate rises. The Bank of 
England raised its lending rate 
by 1 percentage point to 15%. 


The Ec cleared a directive set- 
ting minimum standards for 
television programmes that 
can be transmitted in Europe 

` ffrom October 1991. The di- 
| | rective recommends—but 

| does not require—broadcast- 

ers to transmit mostly Euro- 

pean-made programmes. Fans 

of "Dallas" and “Neigh- 


'bours" were relieved. 


Bids and deals 


Another West German super- 
conglomerate looms. 
Preussag, a metals-to-engi- 
neering group, announced 
plans to acquire Salzgitter, a 
state-owned steelmaker. The 
merger, set to take place on 
January 1 1990, will create a 
firm with annual sales of 


"about $14 billion. 














< S.G. Warburg topped the 
league table of merchant 
bank advisers covering bids 
for publicly quoted British 
companies and British take- 
overs abroad in the first nine 
months of the year. The battle 
for B.A.T helped Warburg, and 
; also catapulted American 
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banks like Goldman Sachs 
and Bankers Trust into the 
top ten. | 


i 


Two big accountancy firms, 
Coopers & Lybrand and | 
Deloitte Haskins & Sells, — | 
announced they are to merge 
their British practices. 
Deloitte’s choice of a partner 
came as a surprise because its 
international network is al- 
ready tying up with that of a 
rival firm, Touche Ross. 





Malcolm Glazer, a New York 
investor, has taken a 7.3% 
stake in Harley-Davidson, 
one of America’s corporate 
legends. The firm, which sup- 
plies motorbikes to Hell’s An- 
gels and yuppies, was 
rumoured to be a target of 
both Japanese raiders and 
America’s Ford. 


New policies 


Having outgrown its domestic | 
market, an Antipodean insur- 
ance company, Australian 
Mutual Provident, launched 
a $1.8 billion hostile bid for 
the Pearl Group, one of Brit- 
ain's biggest insurers. Pearl 
vowed to fight off the "Aus- 
tralian freebooter’’. 





A West German insurance gi- 
ant, Allianz, is to pay $1 bil- 
lion for half of the insurance 
business of a French holding 
company, Navigation Mixte. 





Holland’s finance ministry 
said it would float part of its 














53.5% holding in the newly 
formed NMB Postbank, the 
result of a merger between 

Nederlandsche Mittenstands 


Bank and the state-owned 
Postbank. 


West Germany’s largest re- 
gional public savings bank, 
Westdeutsche Landesbank 
Girozentrale, is to co-operate 
with Britain’s Standard 
Chartered. Westi B will take 
over many of Standard’s of- 
fices in continental Europe 
and both will set up a mer- 
chant-banking joint venture. 


Bungling bankers 
DFC New Zealand, the 


country’s largest merchant 
bank, has collapsed. The bank 
never recovered from the 
1987 stockmarket crash and a 
slump in commercial-property 
prices. DFC's shareholders, the 
National Provident Fund and 
Salomon Brothers, refused to 
bail it out. 


Jordanian authorities have dis- 
covered a series of dodgy deals 
at the country's third-largest 
financial institution, Petra 
Bank. These include embez- 
zlement and violations of Jor- 
dan's exchange laws. 


In the spotlight 





Akio Morita, boss of Japan's 
Sony and co-author of a 
controversial new neo-nation- 
alist book “The Japan That 
Can Say No”, defended his 
company's $3.4 billion offer 
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for a Hollywood fil 
Columbia Pictures: 
told short-sighted Amer 
to look at the help Sor 
already given to CBS S 
viously.cBs Records. 


London’s Internatio: 
Exchange is to have a 
chief executive from next 
vember. Peter Rawlin: 
year-old former executive 
Sturge Holdings, a Lloy 
London underwriter, will | hav. 
a tough time reviving the © 
stock exchange’s flagging 
fortunes. 





The Commission des Opé 

tions de la Bourse, the Frenc 
stockmarket watchdog; also 
has a new boss. Jean Saint. 
Geours, a Nida den: forn 

banker, replaces Jean Farge 
a six-year non-renewable te 


ish entrepreneur, Richard 
Branson, announced he w 
sell 25% of his Virgin Musi 
company for $150m to Japan 
giant Fujisankei Communice 
tions, which, like Virgin, is 
privately owned, Virgin Mt 
and Pony Canyon, : 
Fujisankei's record and vid 
company, said they would 
velop a new record label ir 
Japan. 


Fishy 


Britain faces a haddock cri- 
sis, according to Scottish fish 
ermen. They reckon that Brit 
ain’s EC-agreed North Sea 
haddock quota will be ex- 
hausted within the next three 
weeks, forcing skippers to 
dump as much as 10,000 

tonnes of the fish at sea befor 
the end of the year. 






































12,075,000 American Depositary Shares 


Representing 


36,225,000 Ordinary Shares 


Goidman, Sachs & Co. 


- Merrill Lynch Capital Markets Prudential-Bache Capital Funding Bear, Stearns & Co. Inc. 
"Alex. Brown & Sons Cazenove Inc. Deutsche Bank Capital 


incorporated Corporation 












- Dillon, Read & Co. Inc. Donaldson, Lufkin & Jenrette Drexel Burnham Lambert ' 

: Hambrecht & Quist Kidder, Peabody & Co. Lazard Fréres & Co. Montgomery Securities 

Morgan Stanley & Co. PaineWebber Incorporated Robertson, Stephens & Company 

k Salomon Brothers inc Shearson Lehman Hutton Inc. Smith Barney, Harris Upham & Co. 

< S.G. Warburg Securities Wertheim Schroder & Co. Dean Witter Reynolds inc. y Advest, Inc. 

Allen & Company Arnhold and S. Bleichroeder, Inc. Baring Securities Inc. 
William Blair & Company J.C. Bradford & Co. Dain Bosworth A.G. Edwards & Sons, Inc. 

_ McDonald & Company Oppenheimer &Co.,Inc. Piper, Jaffray & Hopwood 
Prescott, Ball & Turben, Inc. The Robinson-Humphrey Company, Inc. Rothschildinc. ] 

í Tucker, Anthony Wheat, First Securities, Inc. ABD Securities Corporation 

Robert W. Baird & Co. Bateman Eichler, Hill Richards | Blunt Ellis & Loewi 
Boettcher & Company, inc. The Chicago Corporation Cowen &Co. 

. Daiwa Securities America Inc. . First Southwest Company .. Robert Fleming Inc. 
Furman Selz Mager Dietz & Birney Gabelli & Company, Inc. Gruntal & Co., Incorporated 

: Howard, Weil, Labouisse, Friedrichs Interstate/Johnson Lane Janney Montgomery Scott inc. 

Johnston, Lemon & Co. Ladenburg, Thalmann&Co.Inc. C.J. Lawrence, Morgan Grenfell, Inc. 

- Legg Mason Wood Walker Moran & i Associates, inc. Needham & Company, Inc... 
Neuberger & Berman The Nikko Securities Co. Nomura Securities International, Inc. 

- The Ohio Company . Ragen MacKenzie Raymond James & Associates, Inc. 


incorporated 


SBCI Swiss Bank Corporation Société Générale Stifel, Nicolaus & Company _ 
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The silvering of Japan 


TOKYO 


OBODY grows any younger. Not peo- 

ple; nor the big industrial countries, 
which all face a rapid aging of their popula- 
tions. This silvery-grey cloud has a lining of 
similar hue. Although a surfeit of elderly will 
bring problems, it will also create a huge 
market for businesses providing services and 
goods for the over-65s. 

Unlike earlier versions of the age-old 
market for the elderly and infirm, the new 

ne will differ in two respects: in absolute 
size it will be counted in trillions of dollars a 
year, and a large part will comprise healthy, 
wealthy and well-educated over-65s. This 
woopie market (woopie for well-off older 
people) will become too broad to be merely a 
niche. Shrewd companies know that, and 
are preparing for the dramatic change. Mak- 
ing woopie is already affecting everything 
from product development and design to 
marketing and advertising. 

The phenomenon will be most pro- 
nounced in Japan, and so already are some 
of the preparations. Between now and 2025 
Japan will switch from having the lowest ra- 
tio of over-65s to its total population (one in 
11) to the highest (one in four) among the 
leading industrial countries. The reason is 
that as well as its postwar baby boomers— 
which are common elsewhere—Japan faces 
a combination of great longevity and a fall- 
ing birthrate. This demographic change be- 
gan in the mid-1950s, but is only now mak- 
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ing itself felt (see chart). 

By 2025 it will create a market of 30m 
over-65s. Half of them will be between 65 
and 75. Many are likely to be relatively rich, 
having been earning when Japan's income 
per head was among the highest in the in- 
dustrial world. Without a touch of irony, 
over-65s are known in Japan as the silver 
generation, though many of its members dis- 
like the term. A politer name is jitsunen, 
which means the age of fruition—harvest- 
time for business. 

So far, wealthy elderly in Japan have not 
been as ready spenders of their savings as 
woopies elsewhere; there is as yet no Japa- 
nese equivalent of Florida. One explanation 
of this thrift is “the inheritance effect”. This 
holds that in a country where four in ten of 
the elderly live with their children and 
grandchildren (against one in 166 in Brit- 
ain) old people need to “bribe” their chil- 
dren to look after them with the promise of 
an inheritance, particularly a house. Thus 
they need to sustain their financial assets 
even after retirement. Average new savings 
by households headed by someone over 65 
are only a bit lower than those for all house- 
holds, according to an annual survey con- 
ducted by the Japanese government: 1196 
lower at Y239,589, ($1,870) in 1988. 

Some researchers, including Mr Isao 
Okamoto of the Mitsubishi Research Insti- 
tute and Mr Tsunemasa Oda of the Soft- 
































nomics Research Institute, think this 
saving by woopies is a passing fashion: j 
the accustomed frugality of those who gr 
up during the hard times after the second 
world war. When today's dish 20- 
and 30-year-olds approach retirement age, 
Mr Okamoto and Mr Oda believe that Japa- 
nese over-65s will be big dissavers like the 
elderly anywhere else—and then the silver. 
market really will take off. 
So far it is both small and hard to mea- 
sure. The Silver Service Promotion Associa- 
tion, a trade lobby organised by the Minist 
of Health and Welfare which now numbei 
more than 180 member-companies includ- - 
ing many of Japan's best-known firms, esti- — 
mates that the silver market is now wo 
Y20 trillion a year. Mr Okamoto disagrees, 
reckoning that it will total Y49 trillion next 
year and is growing half as fast again as the 
consumer market overall. Mr  Osani 
Inoguchi, an author of a book on the s 
ject, estimates that, though worth only ¥35 
trillion in 1990, the silver market will gi 
to ¥110 trillion (at constant prices) by di 
turn of the century. Y 
Much of the market, so far, is in provid 
ing pension and other financial services for 
those still to reach retirement. Japanese s 
pensions are modest. Company pension 
top them up, but often come as a lump-sum 
payment, so the recipient does not ' 
whether the lump must stretch over ten 
years or 30. All Japanese feel the need for 
additional saving for their old age, and one 
in four over-65s works. Through deregula- ' 
tion and an opening-up of the investment- - 
advisory business, the government is en- 
couraging a shake-up of the hitherto sleepi 
private-pensions industry. 
As in America, financial firms are start- 
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Silver selling 


NE lesson that Japanese export- 

ers have already learnt at home 
about silver marketing is that the el- 
derly want simple-to-use products, 
even when this means high-value- 
added ones. Canon was surprised to 
find that its autofocus cameras, which 
were designed with youngsters in 
mind, have been an even bigger hit 
with the elderly because they are 
straightforward to use. Sharp, which 
had an unexpected silver hit with a 
small microwave oven originally in- 
tended for young singles, is now 
developing a video-cassette recorder 
which talks users through the steps 
needed to programme it. 

There will be spin-offs. Many Japa- 
nese companies think their exports 
will gain from their expertise in mak- 
ing everyday consumer goods easier 
to use by the elderly, through inject- 
ing a dose of technology. And from 
their packaging skills to provide eas- 
ier-to-read instructions and graphics. 
And from the marketing strategy as- 
sociated with this. 

This year, for the first time, 
Honda used an elderly couple in its 
advertising in America—where the 
over-50s already buy one in two new 
American cars every year. The ad- 
verts stressed the car's silver virtues of 
room and comfort, rather than speed 
and performance. 

One pitfall to be wary of, however, 
is to label products too blatantly for 
the elderly. Kellogg's had a flop with a 
line of bran flakes that it promoted as 
specifically for over-40s. Some things 
consumers prefer to forget. 








ing to develop new services for the elderly to 
take advantage of their relatively large piles 
of financial assets. The Toyo trust bank is 

- just one that now runs an investment-man- 
agement service for its customers over 65. 
Yasuda trust bank has devised a scheme to 
unlock income from an otherwise illiquid as- 
set, such as a house. 

As the elderly have more free time as 
well as more money than other groups of 
Japanese, silver leisure services are booming. 
The elderly are beloved of the travel indus- 
try, as they fill rooms and seats at off-peak 
times. Travel agencies for over-65s are ap- 
pearing. Trips overseas are popular. So are 
trips in Japan to singing competitions, to 
play golf and gate-ball (a form of croquet), 
and to visit shrines and hot-springs. 

Educational and retraining services for 
the elderly are another growing market. De- 
partment-store chains such as Seibu and 
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newspaper groups like Asahi Shimbun are 
running "culture centres", which are recre- 
ational-cum-day-class clubs. These are not 
exclusively for the elderly, but are proving 
hugely popular with them. Big business is 
beginning to use these clubs as both a chan- 
nel and a marketing antenna into the silver 
market. Firms such as Nippon Steel, 
Toshiba and NEC are becoming involved 
with enterprises such as Well Aging Japan, 
which used to be run only by volunteers. 

Medical services and equipment, and 
medicines themselves, all expect a bumper 
harvest. Some analysts think Japan could be 
spending 4596 of its GNP on social and medi- 
cal services by 2025. On the basis of MF fore- 
casts of public-sector spending, the govern- 
ment will provide only about 6096 of that. 
The rest will be left to private firms. 

Medicine is already a largely private 
business in Japan, and a lucrative one. There 
is now a boom in building geriatric clinics, 
nursing homes and sheltered old people's 
homes, or "silver mansions”. Shimizu, a 
construction company which has a joint 
venture with Beverly Enterprises (an Ameri- 
can health-care group), has built a silver 
mansion in Yokohama. For a one-off pay- 
ment of Y80m it will provide accommoda- 
tion, nursing care and check-ups for life, at 
least until the old person is either bed-rid- 
den or critically ill. 


Toyo Menka, an Osaka trading house, 
has teamed up with Achilles, a Tokyo-based 
rubber processor, to develop an anti-bed- 
sores water bed. Already the Y98,000 beds 
are selling at the rate of 100 a month to hos- 
pitals and homes for the aged. The two com- 
panies plan to expand their range of goods 
for the elderly to include bath tubs and nap- 
pies. NTT, the domestic telecoms giant, and 
Toto, the market leader in bathroom fit- 
tings, are working on a diagnostic lavatory 
that can be connected via a telephone line to 
a local medical centre. 

Home services for the elderly are also ex- 
panding fast. One in ten Japanese over 80 is 
bedridden. A far higher proportion of the 
elderly in Japan are housebound than in 
other countries. Healthy Life Service offers a 
membership scheme under which a nurse 
visits members at home twice a month, with 
specialist consultants on call. Twenty-four- 
hour nursing and mobile bathing services 
are also expanding. So are dietetic busi- 
nesses. There is a home-delivery service of 
food for diabetics. 

Another area that seems bound to 
boom is cosmetics and other “wellness” 
products, including foods for the over-65s. 
As in America, it could be that anti-aging 
creams turn into the biggest sellers of all. 
Even the silver generation wants to stave off 
the inevitable. 





American department stores 


A New Year fire-sale? 


NEW YORK 


BIS plead with passers-by to enter 
Abraham & Straus's new store in mid- 
town Manhattan, to apply for a charge card 
and spend, spend, spend. The desperation is 
understandable, and not just because A&S is 
the first big department store to open in 
New York for more than 20 years. Many of 


America's most famous  stores—A&S, 








Bloomingdale's, Marshall Field and Sears, 
Roebuck among them—face the biggest up- 
heaval in their history. The challenge for 
each is to find a retailing role that it can per- 
form better than anybody else. Those that 
lack a clear purpose and identity, as Gimbels 
did, will go out of business. 

All of America's department stores are 
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gle pool of capital 


UPPOSE the world had a truly inte- 
grated market for capital. Savings 
would flow into this international pool 
and the money needed by investors would 
flow out, with little if any regard for na- 
tional boundaries, If, in any one country, 
"profitable investment opportunities ex- 
ceeded the savings available to finance 
them, the extra funds could be drawn 
from the pool. Equally, if the country 
saved more than it could profitably invest, 
] the surplus would flow through the pool 
‘to be profitably used elsewhere. 











Investment 
| as % of GNP 





At first glance, this seems to fit the 
` facts. Japan saves more than it invests; its 
© surplus savings flow to the rest of the 
` world, and especially to America, which 
invests more than it saves. That is the in- 
tegrated capital market at work. Studies of 
interest rates (suitably adjusted for infla- 
© tion, exchange-rate changes and so on) 
also suggest that the various national mar- 
‘kets have merged into one. Arbitrage 
keeps these rates of return together. If the 
markets were separated (for example, by 
capital controls), there would be persis- 
tent gaps between the rates of return. 
Now look closer: the idea of a single 
~ capital market does not really fit the facts 
at all. Savings rates ought to differ from 
country to country according to social 
| preferences (among other things); invest- 
ment rates ought to differ according to the 
opportunities for making money. There 
should, it seems, be no connection be- 
tween the two. Savings and investment 
should be uncorrelated. Plot countries in 
a diagram, with investment on one axis 
-and savings on the other, and you should 

















| A capital n mystery 


Every reader of the financial press has been told a thousand times that 
the world's ponds seperate financial markets have merged to form a sin- 
that case, my dear Watson, why does the world 

economy behave as though they hadn’t? 





ECONOMICS FOCUS 





see a more or less random scatter. 

Look at the left-hand chart. The sav- 
ings and investment rates are highly corre- 
lated. To put this another way, savings-in- 
vestment gaps (that is, current-account 
imbalances) are smaller than they should 
be. This suggests not a single worldwide 
capital market, but many self-contained 
markets. 

True, the points represent averages 
over the period 1965-86. The pace of fi- 
nancial change has quickened during 
these years. If you break the left-hand 
chart down into sub-periods, you find 
that the correlation between savings and 
investment was weaker in 1981-85 than in 
the 1960s and 1970s—but not much. So 
while changes in financial markets do ap- 
pear to have weakened the boundaries be- 
tween markets, they have by no means 
eliminated them. Countries that save a lot 
still invest a lot—though there is no clear 
reason why they should. 

This mystery is hardly new. Messrs 
Martin Feldstein and Charles Horioka of 
Harvard University first drew attention to 
it in 1980. Economists have been scratch- 
ing their heads over “Feldstein-Horioka”’ 
ever since. A new paper* by Mr Tamim 
Bayoumi of the International Monetary 
Fund offers some answers. 

First, Mr Bayoumi compares saving 
and investment by the private sector with 
saving and investment by the public sec- 
tor. He finds that the private-sector flows 
are not as closely correlated as the total 
flows, This rules out the possibility that 
the private sector is somehow tuning its 
investment decisions so that they match 
its saving decisions. 

That leaves two alternative explana- 
tions for the left-hand chart. One is that 
governments are deliberately filling the 
gaps between saving and investment that 
are left by the private sector. This would 
be the case if, for example, a government 
used its fiscal palicy to keep the country’s 
current-account deficit (the gap between 
total investment and domestic saving) in 
check. The other possibility is that, de- 
spite signs to the contrary, capital is im- 





*"Saving-Investment Correlations.” By Tamim 
Bayoumi. IMF Working Paper 89/66, August 1989. 


mobile aketa a ll—perhaps because et fac- 
tors such as lack of information about 
foreign borrowers and lenders, differences * 
between national legal systems, and so on. 

To decide between the two, Mr 
Bayoumi looks back to the pre-1914 gold 
standard. This was a tíme of little govern- 
ment intervention and few if any controls 
on international capital flows. The most 
striking fact in this | pe that external 
deficits were often : | 
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narrowed savings-investment gaps—and 
in so doing have created the appearance 
of a divided capital market. At any rate, 
the ability of massive amounts of capital 
to flow across the world in the nineteenth 
century convincingly scotches the notio 
that there is something intrinsically na- 
tionalistic about capital. 
However, there is another intriguing 
possibility. Perhaps the gold standarda 
system of permanently fixed exchange 
rates—is itself the key. Stable currencies. 
allowed borrowers and lenders in | 
nineteenth century to do business inter- 
nationally without ‘incurring currency 
tisk. In the 1970s and 1980s this has not 
been true. So today’s global capital mar- 
ket might be divided after all—not by fac- 
tors such as sovereign credit risk, legal di 
ferences and what have you, but by sheer: 
uncertainty over currencies. Govern. 
ments have boldly dismantled their capi- 
tal controls, but in tolerating exchange- 
rate volatility they may have left ; 
equally effective—and equally harmful— 
barrier in place. 
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ts-more choice and lower prices (such 
ays “R” Us and Radio Shack, a chain 
ialising in electronics), and on the other 
discount stores and European-style 
tmarkets with scant service but unbeat- 
rices. The squeeze is tightened for 
department stores by huge debts 
ed in leveraged buy-outs. 
Bloomingdale's is the outstanding case 
point. Its 17 stores are up for sale because 
Robert Campeau, the Canadian prop- 
y developer who acquired Bloomingdale's 
988, has run into cash-flow difficulties 
cing $11 billion of debt. A crunch 
ked likely when some factoring compa- 
ies told manufacturers that they were reluc- 
nt to purchase receivables on goods 
ipped to Bloomingdale's, Rich's, Bur- 
ine's, A&S and other Campeau-owned em- 
oria, Confidence and credit were restored 
when some rival Canadian property 
the Reichmann brothers of Olympia 
‘ork, lent Mr Campeau $250m. 


Attend to your identity 


jme department stores could go out of 
siness after the prosperous pre-Christmas 
riod. Bonwit Teller and B. Altman, two 
w York-based chains owned by Austra- 
’s-L.J. Hooker group, have already filed 
or protection from creditors under Ameri- 
s bankruptcy laws. Bloomingdale's 
jould survive. It has established a clear 
tity as a slick cosmopolitan store for for- 
ign visitors and for those rich locals who 
:| more comfortable in “Bloomies” than 
ivy league establishments like Brooks 
others (now owned by Britain's Marks & 
ncer) and Lord & Taylor. Department 
stores usually fetch about 70% of annual 
es but Mr Walter Loeb, a retail analyst at 
gan Stanley, expects the price for 
loomingdale's to equal its sales (around 
.2 billion). 
Like Mr Campeanu, Britain's B.A.T Indus- 
ties has also put its retailing jewel up for 
äle: Marshall Field, a Chicago-based chain 
whose tooled-leather guest book contains 
the signatures of Winston Churchill, Elea- 
or Roosevelt and President Taft. The plan 
‘o sell Marshall Field (as well as Saks Fifth 
Avenue and other American retailing prop- 
rties) is part of an effort by B.A.T to repulse 
$21 billion takeover bid from Sir James 
Goldsmith. The money raised would be 
ised to try to push B.A T's share price be- 
yond Sir James's reach by buying back some 
hares and massively increasing the divi- 
dend on the remainder. 
Mr Philip Miller, chief executive of Mar- 
hall Field, wants to arrange a management 
uyout of the store. Like Mr Edward 
Finkelstein, who in 1986 led a management 
buy-out of R.H. Macy, the owner of "the 
world's largest store", Mr Miller is regarded 
as a retailer of flair. When he looks at com- 
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ht in a vice: on one side they are 
ezed by speciality stores offering cus-. 








The art of the deal 
NEW YORK 

HOULD they slum it in Concorde or 
| fly in private jets? The dilemma is real 
| for a rich-as-Croesus bridge team from 
corporate America which has just ac- 
cepted a challenge to play duplicate 
| bridge against a team from Britain's Par- 
liament. The tournament will take place 
at Old Battersea House, the London 
home of Mr Malcolm Forbes. 

Two other members of the corporate 
bridge team are even richer than Mr 
Forbes, a magazine publisher who re- 
cently threw a birthday party for himself 
in Morocco and invited several hundred 
of his closest friends to celebrate with 
him. Mr Warren Buffett is worth $3 bil- 
lion-4 billion through the various invest- 
ments he has made via his Berkshire 
Hathaway company in Coca-Cola, Gil- 
lette, Salomon Brothers and other com- 
| panies. Mr Laurence Tisch, the chief ex- 
ecutive of CBS, weighs in at over $1 
billion. 

In this company Mr Alan "Ace" 








Greenberg, the chief executive of Bear 
Stearns, an investment bank, ranks low 
as a mere multi-millionaire. But he is a 
better card player than the billionaires 
(as well as, he says, a better archer, dog 
trainer and "expert magician’’). Another 
investment banker from Bear Stearns is 
the team's trump card: Mr James Cayne. 
He is a world-class player and captains 
another team which has won three na- 
tional bridge championships in the | 
United States in less than a year. | 
The charity tournament against the | 
politicians is pencilled in for February | 
next year. The tycoons hope that the 
British will prove worthier opponents | 
than their American counterparts. In 
May Congress’s best players were 
thrashed 54-39 by corporate America in 
a tournament in Washington. Sir Peter 
Emery, the selector with the Duke of 
Atholl of the parliamentary team, notes 
that the British politicians have played 
Congress twice—and won both times. 








puter print-outs of sales data he has an un- 
canny ability to sense which statistics to 
note and which to ignore. Both Macy's and 
Marshall Field have deliberately moved out 
of the market for cheaper merchandise, leav- 
ing it to the discount stores. 

The Miller-Finkelstein flair is missing at 
Sears, Roebuck. Its role as an updated ver- 
sion of the nineteenth-century general 
store—selling reliable but unstylish clothes 
and goods—looks increasingly antiquated. 
Speciality stores are luring away customers 
from even its renowned hardware depart- 
ments. Sears's share of the paint market has 
declined from 4296 to 1896; of the appliance 
market from 46% to 32%. 

Several other department stores have 
retreated from such unprofitable lines. A&s 
has only token furniture and electronics de- 
partments in its new flagship store in Man- 
hattan; Macy’s has all but conceded the 
camera market to speciality stores. Sears still 
tries to do everything and so does nothing 
very well. Its profits are stuck in a rut and it 
risks, like F.W. Woolworth, becoming yes- 
terday's store. 

J.C. Penney, once a near copy of Sears, 
has a much clearer direction in opting to be- 





come more like the American equivalent of 
Marks & Spencer. It is concentrating on 
fashionable mid-market clothes, especially 
women’s wear, and abandoning such rela- 
tively unprofitable lines as hardware. ar 
electronics. E 

Whatever their image, America’s de- 
partment stores also need to improve their 
service. The exemplar is Nordstrom, a Seat- 
tle-based chain that has in the past decade 
increased its annual sales tenfold, to $2.3 bil- 
lion, by earning an almost legendary reputa- 
tion for pleasing its customers. Nordstrom is 
a hard act to follow, especially in New York 
where shop assistants have elevated rude- 
ness to an art form. 

To try to mend their manners, many de- 
partment stores are following the lead of 
Bloomingdale's. and. paying sales commis- 
sions. That must be just about the oldest 
trick in the business. But then retailers 
doubt that some of Nordstrom's newer ideas 
would motivate New York. Its store manag- 
ers have been known to dress up as Kermit 
the Frog to grab their staff's attention when 
they deliver a pep talk. In New York, who 
would notice? 
























‘Europe's single market 


BRUSSELS 


At last, a merger policy for Europe 





MERGER CONTRO 


NTROLS 





AA 16 years of grinding painfully 
through the cogs of Brussels politics, a 
European system for vetting mergers is all 
but complete. Its final details are close to be- 
ing agreed by the European Council of Min- 
isters—if not at their meeting in Luxem- 
bourg in mid-October, then during 
meetings in November or December. 

The French government badly wants 
agreement before its presidency of the Euro- 
pean Council expires at the end of this year. 
Sir Leon Brittan, the commissioner respon- 
sible for competition policy, has also made 
merger control a priority. So, at some point 
next year, the new regulation should come 
into force in all 12 member countries. 
Thereafter, Europe's national trustbusters 
will tend to watch Europe's biggest deals 

rom the sidelines. 

The merger regulation is part of the Eu- 
topean Commission's blueprint for a single 
market. It thinks companies’ strategies will 
be distorted as long as they must submit pro- 
posed takeovers and mergers to one or more 
of a dozen national authorities. The com- 
mission wants to have a new system in place 
in the run-up to 1992, because it expects a 
boom in cross-frontier mergers as compa- 
nies start to tackle the single market. It fears 
that national authorities could impede the 
process by interfering on grounds other 
than competition—such as, heaven forbid, 
nationalism. 

The new regulation will simplify life for 

‘acquisitive European companies. The previ- 
ous commissioner for competition, Mr Peter 
Sutherland, dusted off articles 85 and 86 of 
the Treaty of Rome, which allow the EC to 

.take action to defend competition. He used 
< them to justify vetting some mergers, but 
not all, and without a clear criterion for 
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which to vet. When the British government 
waved through British Airways's bid for its 
rival British Caledonian, the commission 
stepped ín and forced BA to give up some 
routes. Companies planning large bids— 
such as GEC and Siemens when they eyed up 
Plessey—have learned to lobby the commis- 
sion before they attack. The commission 
now examines about 50 deals a year. 

The new system should resolve the cen- 
tral puzzle: should Brussels or national regu- 
lators tackle a proposed merger, and how 
can businessmen be protected from having 
to deal with both? The commission will get 
the job if a bid crosses each of three thresh- 


olds: worldwide turnover of the (woul 
combined companies to be more than. 
lion ecus ($5.5 billion); turnover in the 
be above 250m ecus and not i 











over 35-45 mergers à 
to mount a full b 
thorities would not g 
three thresholds w 
Settling the argi 
ers should be ve 
task. A form of 
allows Britain; West 
to proclaim to the 
competition will 
southern Europ 
quiet respect to: 
dustrial policy—have 
references to the.c 
tiveness in 


































in regions whichis. ate great 
restructuring". Brussels fudge. 
One problem with the rul 
fear that if a competent national au 
cleared a bid, a defendant might s 
to the courts to enforce articles 85'a 
thereby spoiling the idea of one-stop mi 
control. The commission has a new pk 
get round that one. The regulation t 
lows article 85 to be implemented-co 
repealed; and the commission will. 
that the new regulation subsumes ar 
Before the final text of the regu 
can be agreed, four disputes still neec 
settled. The biggest: West Germany w 
national authorities to be allowed to tà 
second look at a merger approved by 
commission. This has a lot to do wit 




































RANCE is also hurrying along a di- 
rective to ensure "good practice" 
during takeovers. This would impose EC- 
wide rules of fair play similar to those of 
Britain’s Takeover Panel, for instance by 
insisting that a 33% stake in a company 
should trigger a full bid, and by ensuring 
equal treatment for all shareholders. 
Britain is the member state most up- 
set by this draft directive, since it threat- 
ens the Takeover Panel's flexible and 
voluntary system of regulation. Britain 
has two chief worries. One is that a set of 
EC rules, however sensible, would be 
fixed. That would be incompatible with 
the panel’s abiliry to change its rules with 
the weather. Orher countries find such 
British flexibility hard to understand, 
but they respect íts position as host to 
9096 of the Community's hostile take- 











Last post for the panel 

















overs. So a possible compromise coul 
allow local bodies to write some of thei 
own, EC-directive-compatible rules. = 

Britain's other big worry is less ope 
to compromise. British law will be: ol 
liged to enforce the EC directive, wh 
would enable a party resisting a bid to 
sort to British courts when claimi 
breach of takeover law. Britain wo 
that such litigation could grind all th 
way through to the European Court 
Luxembourg, allowing a defendant in 
fect to block a bid. Britain has propos 
that courts should not be allowed to i 
tervene while a bid is in progress; oth 
countries view that as an infringement 
firms’ legal rights. Since the directive's 
nal wording will be decided by majori 
vote, the Takeover Panel’s days of | 
ing above the law look numbered. 









n government's recent over-ruling of its 
office, which had earlier vetoed a 
nerger between Messerschmitt-Bélkow- 
lo hm and Daimler Benz. That political de- 
ision proved unpopular and the govern- 
lent now wants to be seen fighting to 

E its cartel office's powers. But since 

est Germany is isolated in opposing the 

m top principle, it will have to give in or 

E branded a saboteur. 

- The rules would allow exceptions to the 
one-stop principle on grounds of national 
terest, so long as these are clearly defined 
nd do not thwart competition. The com- 
nission and member governments agree, for 
instance, that for a merger affecting defence, 

le media, or the fitness and properness of 

ir entity controlling a bank, national au- 

h orities should be allowed a second bite, af- 

fer commission vetting. 

The commission is adamant that finan- 
‘cial institutions should not be treated as a 
"special case. Few London bankers yet realise 
that the new merger regulation will pull 
down the “ring fence" that the Bank of Eng- 
‘land has placed around the City. The 
"Bank's policy has been that top clearing 
banks and merchant banks should not fall 
‘into foreign hands. Surprisingly for a sup- 
;posedly free-market government, the Trea- 
ry supports the Bank on this. But Sir Leon 
as no intention of allowing British authori- 
es to stop, say, Deutsche Bank from buying 
dland if it wished to. 
Still unsettled is how to change the 
_thres olds, once the new system is up and 
running. Most countries and the commis- 
sion would like, ultimately, to reduce the 
w vo E turnover threshold to 2 billion 
is (which would give the commission 
about 100 mergers a year to vet); they there- 
for support majority voting in the council 
of ministers on threshold changes. Britain 
Says it wants to avoid commitment to a 
low figure until it has seen how well the 
‘commission performs its new role; alone, 

- Britain proposes unanimous voting, which 
cm allow it to block change. But if West 
‘Germany gives way on the one-stop shop, 
Britain will probably bend to majority 
voting. 

Italy and most of the smaller states have 
‘no competition authorities and so are keen 
for the Ec to play as large a role as possible. 
Italy is therefore reluctant to accept an ini- 
Í tial figure as high as 5 billion ecus, pointing 

‘out that many mergers of European signifi- 
cance would escape even a 2 billion ecu 

E limit. One example: the merger earlier this 
— year of two Danish firms which dominate 

_ the European insulin market, Novo Founda- 
- tion and Nordisk Insulin, created a firm 
with a turnover of less than 2 billion ecus. 

} To keep Italy and the small countries 
— happy, the commission wants the right to 
- look at mergers of 2-5 billion ecus, even if 
| approved by national authorities. Britain 
balks at this two-stop arrangement, which 
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would last until the Brussels threshold was 
lowered. It would prefer another idea 
floated to tempt Italy. This would allow 
countries lacking a competition authority to 
mandate the commission to act as their 
agent. 

The final hurdle to agreement is 
France's wish to add a reciprocity clause. 
This would follow the wording of the Com- 
munity's second banking directive, so that 
the commission could open talks with out- 
side countries that blocked takeovers from 
EC companies. Sir Leon views this as unnec- 
essary but unobjectionable, since it could 
not be used against any particular foreign 
takeover of an EC firm. But Britain, backed 
by West Germany and Holland, regards it as 
a bad precedent and the wrong sort of signal 
to send to those fearful of "fortress Eu- 
rope". (Britain's own Banking and Financial 
Services acts contain similar provisions, but 





that is different, of course.) 

Britain would rather link the new regu- 
lation to action against European takeover 
barriers. Prompted by Britain, the commis- 
sion is about to publish a report on obstacles 
to takeovers in EC countries. This will argue 
that many barriers, such as West German 
banks' industrial shareholdings, cannot be 
realistically tackled because they are cul- 
tural. But others should be demolished: for 
instance, defences that are triggered when a 
bid is made (for example, sales of large 
blocks to friendly parties); different classes 
of share that allow a small group of investors 
to control a company; and the dubious prac- 
tice of trustee banks which cast proxy votes 
in their own interests. The commission is 
getting ready to unleash a salvo of directives 
against such internal barriers to the Euro- 
pean market. Once you start to build a sin- 
gle market, you never stop. 











Virgin territory 


ICHARD BRANSON, the owner of 

Virgin, a British records-to-airlines 
group, is an entrepreneur whose public- 
ity stunts—like crossing the Atlantic in 
speedboats or hotair balloons—ruffle 
sober-suited businessmen. lt was “pure 
luck”, they argue, that enabled Mr 
Branson to build a music business 
around the likes of the Sex Pistols and 
Boy George, and to launch an airline. 
But his luck has lasted a suspiciously long 
time. 

Mr Branson has just given a textbook 
demonstration of how to lend stock. In 
1986 he floated 37% of Virgin (minus 
the airline) for £90m ($130m). Disillu- 
sioned by the City, he bought the stake 
back again two years later for the same 
price. If Mr Branson had been greedier 
he might have been able to buy it back 
for less: the price set was at a 50% pre- 
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mium to the group’s languishing share 
price. But it now looks as if he bought 
Virgin back on the cheap. 

Following Polygram’s recent acqui- 
sitions of Island and A&M records, Vir- 
gin Records is the foremost (and thus 
most valuable) independent record label. 
On October 2nd Mr Branson announ- 
ced plans to retain that independence by 
selling a 25% stake in the Virgin Music 
group for £96m to Fujisankei Communi- 
cations, a privately-owned Japanese 
group whose interests range from televi- 
sion to newspapers, music and video. 

This is not the only music in Mr 
Branson's ears. When his Virgin Atlan- 
tic airline was born five years ago, its 
popular image was of a “rock 'n' roll" 
carrier crammed with students. Today, 
roughly a quarter of the seats on Virgin's 
flights to New York, Tokyo and Moscow 
are what it calls “upper class’’—its ver- 
sion of first-class. 

Virgin Atlantic has recently won sev- 
eral business-airline awards. Upper-class 
travellers get freebies, like a limousine 
ride from the airport. They are not 
wooed by the traditional first-class airline 
adverts that show businessmen reading 
reports and jaded American news maga- 
zines, and settling their paunches into 
ever wider seats while being pampered by 
pretty girls. In Virgin's television com- 
mercials a sleek woman traveller admires 
a cabin steward's posterior. What Virgin 
has homed in on so precisely is that fa- 
miliar marketing phenomenon: the 
yuppie. They may not be as wealthy as 
their Swissair-flying chairmen, but they 
still have sei accounts. 


es 
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Clearly the judges had no difficulty 


in voting Camus the best cognac in the world. 


In 1984, we at Camus 
decided for the first time 
to enter our 
XO Cognac in the 
International Wine and 


Spirits ¢ ompetition. 





Camus XO 
was deliberated upon 
by a collection of 
the most highly-qualified 
palates in the world, 
who duly pronounced 
the Camus XO 
a worthy winner of the 
gold medal. 
In 1987, we entered again, 
this time with 


Camus Extra. 





Not surprisingly it, too, 
won the gold medal, 
leaving Camus with the 
enviable record 
of two entries and two 
gold medals. 
Incidentally, no gold 
award was given in 1988 
Coincidentally, 
Camus did not enter 


that year. 


CAMUS 


COGNAC, FRANCI 








frequent flyer. 





Nothing is more costly for an airline than 
engines that can’t fly. Which is why no matter 
how else engine operation is measured, 
performance of duty, flight after flight, is the 
criteria that really matters. 

So among the high by-pass turbofans 
of the 60,000-pound-plus class, which has 
earned the accolade, “most reliable”? 

GE's phenomenal CF6-80C2. 

Derived from the turbofan technology 
GE pioneered, the -80C2 began commercial 
service with the reliability record of an engine 
at full maturity. 

It’s a record that’s only gotten better. 
Among its peers, the CF6-80C2 typically 
requires fewer spare parts, which lowers your 
inventory. It makes fewer shop visits, which 
significantly reduces your maintenance costs. 
And its in-flight shutdown and delay and 
cancellation rates are so low, it is the only 
engine in the class to make FAA 180-minute 
ETOP approval possible for the new 
widebody twins now entering service. 

GE's CF6-80C2, the industry's most 


frequent flyer with the bonus of lower costs. 





















NO ONE OPENS THE DOOR TO AMERICA 
LIKE NORTHWEST. 


What does service mean to Northwest? it means giving you more 
choices and options. From I2 cities in Asia we can take you through 
8 U.S. gateways and onward to over 200 cities across America. 
No other airline offers you this much choice. 

To the over 1,000,000 passengers that fly the Pacific with us each 
year, it means getting you where you want to go, when you want 
to go, as easily as possible. 

For reservations call Northwest Airlines or 
your travel agent. 

Who takes you right to America's doorstep? 
Northwest Airlines. 
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l s economy 


to the washing-machine age 


India is in the throes of a middle-class Pohon that could transform its 


attitude to business 


WE India won independence in 

1947, its middle class was a bare 10m 
and swamped by a total population of 350m. 
Today it accounts for some 125m out of a 
population of 800m—and is growing fast. 
The rise of the middle class has sparked a 
boom in consumer durables, once a market 
confined to a wealthy few. 

India's middle classes are hard to define. 
Depending on how you do your sums, their 
number could range from 50m to 300m. 
Some economists define the class in terms of 
purchasing power rather than occupation, 
*'nce—in India—the former is a better mea- 

ire of influence. Earlier only the salaried 
and business class could afford durables and 
convenience goods, like processed foods. 
But an increasing number of workers and 
farmers can now afford them too. Television 
is a useful yardstick: some 25m households 
now own television sets. With an average of 
five people per household, that makes a 
middle class of 125m. And the rate of new 
television sales suggests that the middle class 
is expanding by, say, 20m a year if replace- 
ment is allowed for. That extrapolation her- 
alds a new political era: the consumer as 
maharajah. 

In the late 1980s sales of durables have 
soared: a decade ago, televisions trickled out 
of stores at the rate of just 150,000 a year; 
last year 6m were sold. Annual production 
of motor-cycles, mopeds and scooters has 
risen tenfold to more than 2m. Sales of cars 
have quadrupled to 160,000 a year. 

In a country where rural wages rarely ex- 

*da dollar a day, manual labour might still 

m the obvious choice for household 
chores. But urbanisation and two-income 
families have sparked a demand for house- 
hold appliances. Sales of washing machines 
will rise from nothing in 1980 to a forecast 
$150m a year by 1990. Vacuum cleaners are 
becoming popular, and there is a boom in 
sales of everything from bicycles to refriger- 
ators, sewing machines and fans. 

The trend is not limited to consumer 
goods. India's stockmarket has boomed too. 
The country now has an estimated 6m 
shareholders, plus another 13m investors in 
mutual funds (unit trusts). These estimates 
exaggerate the true picture, since they blur 
multiple holdings by individuals. Nonethe- 
less, India's investors now willingly sub- 
scribe $4 billion a year to new capital issues, 
against only $300m a year in the 1970s. 
Even life insurance, run by an inefficient 
state monopoly, is growing at 40% a year. 

There are several reasons for the 
change. GNP growth has accelerated to an av- 
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erage of 596 a year in the 1980s, compared 
with 3.296 in the 1970s. Growth is now a 
little more widely distributed, so money 
trickles down from the rich to the poor— 
and on the way it irrigates the middle class. 
Anti-poverty schemes have provided in- 
come-earning assets, like cows and sewing 
machines, to 25m people in rural areas. In- 
dustrial growth and urbanisation have accel- 
erated in the 1980s. Rural roads and the 
green revolution have encouraged industry 
and services to spread to villages where only 





Cash and vols 


the land used to provide a living. That has 
boosted spending power. 

In the 1950s India went in for socialist 
planning in a big way, because the consum- 
ing class did not matter—or exist. Most of 
the population was desperately poor, and 
many (bonded labourers and subsistence 
farmers) were effectively outside the market. 
Government policy was aimed not at cater- 
ing to the needs of a few rich consumers, but 
at raising living standards of the poor. So it 
banned imports—and curbed the produc- 
tion—of most consumer durables, levying 
steep duties on those that were manufac- 
tured. Waste and corruption meant that, for 
a long time, socialism yielded neither rapid 
growth nor social justice. But in the 1980s 
economic liberalisation together with more 
enlightened anti-poverty schemes have ele- 
vated tens of millions of the poor into the 
middle class. 

It is no longer possible for even socialist 
politicians to claim that television sets are 
the playthings of the rich, or that all share- 
holders are fat cats. In consequence the gov- 
ernment no longer curbs but encourages the 
production of durables. So it is more open 























to technical collaboration between Indian 
and foreign companies and is willing to let in 
some foreign equity too. It no longer equates: 
the private sector with evil or profits with 
sin, and tax breaks are regularly announced 
to encourage the growth of shareholdi 

If Mr Rajiv Gandhi wins the cor 
elections convincingly, he will sell a mino 
chunk of India's state-owned companies 
the public. Most politicians (including thos h 
in Mr Gandhi's own party) still swear by so- 
cialism. But in a democracy voters matter, 
and an increasing number of voters want — 
consumer goods rather than high taxes. 
This is why some of the biggest international 
names are now attracted to the market for 
consumer goods—including a rash of Japa- 
nese companies, such as Honda, Suzuki, 
Sony, Hitachi and Toshiba. 

Consumer consciousness has not made | 
India all sweetness and light for the foreign: 
businessman. International brand names 
are usually banned because the Indian gov- — 
ernment reckons they give foreign compa- 
nies an unfair marketing edge over 
competitors. America’s PepsiCo was re- 
cently allowed to enter the Indian market, — 
but on condition that it did not call its prod- ` 
uct Pepsi-Cola. Many companies overcome 
the problem with a hybrid brand incorpo- 
rating the name of a joint-venture partner, | 
like Allwyn-Nissan or Swaraj-Mazda light — 
trucks. Multinationals are rarely permitted 
an equity stake of more than 4096 in joint - 
ventures. Red tape and corruption are still 
widespread. So although the inflow of for- - 
eign equity is rising, in absolute terms it is 
still tiny ($160m in 1988). 


“Red tape into the sunset 
Yet things are moving in the right direction. — | 
Licences are no longer needed for making 
certain products, including consumer goods _ 
like detergents. Small companies no longer 
need an industrial licence for investments 
up to 50m rupees ($3m). Some bigger invest- 
ments can escape licensing provided that — 
any new factories are sited in areas which — 
the government considers industrially back- — 
ward, and that they use imported raw ma- — 
terials and components which do not ex- ` 
ceed 30% of the value of production. Areas 
once reserved for the public sector—oil ex- 
ploration and refining, power generation, 
petrochemicals and telecoms equipment— - 
are open to private companies. 1 

India's new friendliness towards those- 
who please its consumers has less to do with — 
ideological change than with the govern- - 
ment's chronic shortage of money: the gov- 
ernment will have to let businessmen satisfy — 
the consumer since it cannot. The new 
trends are so deeply rooted that they cannot | 
easily be reversed, whoever wins the coming _ 
elections. Even the Marxist state govern- - 
ment of West Bengal is avidly wooing big - 
business and multinationals. 
















MANAGEMENT BRIEF 


still trying 


"N HIS book on advertising Mr 
David Ogilvy, founder of the 
Ogilvy & Mather agency, enti- 
ed one chapter "What little I 
now about marketing". Mr 
Ogilvy thought that most of the 
cademic writing on marketing 
was, unintelligible twaddle. 
here was no substitute, he reck- 
ed, for experience and com- 
on sense. Examples: Mr Ogilvy 
dvised the prospective 
narketeer to "check that a new 
oduct's name does not have an 
bscene meaning in Turkish"; 
r, "if it is important that the 
iame appears as big as possible 
n the package choose a short 
ne like "Tide" (the brandname 
f a washing powder), and not a 
ong one like "Screaming Yellow 
'onkers” (a brand of popcorn). 
| Common sensé and experi- 
nce remain the core of good 
arketing. Any attempt to teach 
narketing—perhaps more than 
ny other part of management 
lucation—suffers from 
se-study syndrome. The bril- 
ant marketing methods that 
ring success in case study A of- 
en prove disastrous in case 
dy B. Much the same could be 
aid for any one of the “I did it, 
o can you" books penned by 
ntrepreneurs. 
According to Dr Patrick 
Barwise at the London Business 
hool, marketing is about an- 
wering two basic questions. Is 
he product or service something 
that people want to buy? And 
vhat competitive advantage do 
-you have in supplying that prod- 
ct? Consultants spend millions 
of their clients’ dollars trying to 
decide whether , products are 
“dogs” or "stars" A and if a cus 
omer is an “ABCI” or “inner di- 
ected"'. Yet nearly all consulting 
ipcharts start with the "four 
Ps”: the product, its price, its 
harket position and promotion. 
It is now nearly 30 years since 
rofessor Theodore Levitt, a 

















‘Business School, declared that 
“the customer is king" and chas- 
ised companies for not looking 
at customers' needs first. Profes- 
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marketing expert at Harvard 


ompanies now take more care marketing their products. But the 
cent mania for buying existing brands suggests that they have 
ttle confidence in their marketing skills 


sor Levitt argued that companies 
who knew more than their rivals 
about their market were the 
most likely to survive. He cited 
the example of American rail- 
ways: they were so fixated by 
their product, trains, that they 
did not notice what the customer 
wanted, transport. 

Professor Levitt overstated his 
case: there were many companies 
that did take a “bottom-up” 
view of their world. But he 
touched a raw nerve. Industri- 
alists, like railway operators and 
carmakers, and service firms, like 
banks and insurance companies, 
barely gave marketing a thought. 
The supposed kings of market- 
ing, the big American consumer- 
goods companies, followed a lazy 
formula: wait until the boffins 
come up with a new product, 
then bombard the housewife 
with advertisements to buy it. 

That was not marketing; it was 
selling. As Mr Philip Kotler 
points out in the standard text- 
book on marketing, “Marketing 
Management”’: 

To many, marketing is seen as 
the art of finding clever ways to 
dispose of the company's prod- 
ucts... But authentic marketing is 
not the art of selling what you 
make so much as knowing what to 
make. 

In the late 1980s it is clear that 
most companies are following 
the advice of Messrs Levitt and 
Kotler. Japanese managers took 
the most notice and prospered 
accordingly: Olympus cameras 
















and Toyota cars were both de- 
signed and redesigned with fussy 
consumers always in mind. 

Europeans and Americans 
have been slower. But General 
Motors and Exxon now talk 
about brands as naturally as they 
do about engines and petrol. 
Heineken, a Dutch brewer, has 
boasted that it is "a marketing 
company with a production fa- 
cility”. Reckitt & Colman, 
British mustard-to-air-freshener 
consumer-goods firm, even has a 
marketing professor on its 
board. 

In this way marketing has cre- 
ated its own industry. No self-re- 
specting business school is with- 
out a marketing faculty. In 1970 
most big consumer-goods com- 
panies did their market research 
themselves: now they spend $5 
billion a year worldwide hiring 
outsiders to study advertising, 
markets and public opinion. 

Much of this effort goes into 
finding out what is already sell- 
ing. Nine out of ten American 
goods now have a Uhniversal 
Product Code (a block of black 
stripes otherwise known as a bar 
code). More than half of Ameri- 
ca's supermarket purchases are 
made at stores which have scan- 
ners that can read that code. 
Market-research companies buy 
the raw data, make it (vaguely) 
comprehensible and sell it to 
manufacturers. 

Once a red-eyed marketing 
manager has finished with his 
sales figures, there is a host of 
other things to worry about. 
Corporate design used to be a 
matter of painting the name 
above the door. Now big con- 
glomerates, like fading actresses, 
will change anything—their 
name, their shape, their busi- 
ness—to make themselves sexier 
to customers, employees and 
shareholders alike. A burgeon- 
ing industry of corporate-iden- 
tity, public-relations and inves- 
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cosmetic surgeons of business: 























































It’s tough at the top 


Two blurry categories of “mar- 
ket-oriented" company have 
emerged: "Megacorp Inc" and 
“Niche Ltd". Megacorp, which: 
tries to sell a wide variety of 
brands throughout the world, is 
preoccupied by the "global" as- 
pects of marketing. 

For Megacorp there are obvi- 
ous economic attractions in 
making the same product world- 
wide, then marketing it in the 
same way in every country. But it 
has discovered that, bar a few 
frequently cited examples (eg, 
Coca-Cola and Marlboro), its 
branded goods need to be tai- 
lored to local markets; otherwise 
they do not sell. 

As a result Megacorp's ma 
keting managers spend a lot c. 
time trying to "think global, but 
act local". Sometimes that 
means altering the image: 
Schweppes tonic water is adver- 
tised as a mixer for alcoholic 
drinks in Britain, but as a soft 
drink in France. Sometimes it is 
the product that changes: 
Timotei, Unilever's shampoo, is 
marketed with the same healthy 
image around the world, but the 
product is changed to suit the 
varying ways different national- 
ities wash their hair. 

Megacorp also has an 
organisational problem. It wants 
to have a structure that meets 
Mr Kotler's definition of mar- 
keting: one where brilliant ideas 
for products hurtle into its cen- 
tral laboratories from brand 
managers out in the sticks. The 
old-hat "national" system whi 
country managers each com- 
manded their own fief made this 
difficult. The alternative, a 
“product-driven” organisation 
where all sales are controlled 
from head office, allows country 
managers to draw on experience 
from other countries to boost 
their own sales. But a product- 
driven system can lead to head 
office foisting unpopular mar- 
keting campaigns on local 
offices. 

During the past decade most 
Megacorp-like companies have 
lurched from the national sys- 
tem towards the product one 
and then retreated a bit. The 
new Íashion is for "transna- 
tional" companies, mixing both 
approaches. This, too, has draw- 
backs. First, managers have to 


wear two hats at the same time— 
“a difficult way to do business. 






































































ll if there are as few a: as 
possible between a brand man- 
-ager in a particular country and 
his chief at head office, and if 
laboratories are near enough to 
the front line to produce prod- 
ucts that the market wants. Very 
few companies claim to have got 
it right. 

Niche Ltd and its kind face a 
far more simple challenge: to 
survive. These are small, flexible 
companies that live on the 
fringes of the Megacorps. Some 

“specialise in luxury markets 
which are so price-insensitive 

that the Megacorps' economies 
Of scale are irrelevant; others 
hide out in specialised industries 
where market-entry barriers are 
so high that the Megacorps 
reckon that it is not worth trying 

4bulldoze their way in. Nearly 
«Of Niche Ltd's energy is spent 
defending its market. 

Megacorp and its fellow giants 
fret about being "unbundled" 
into their constituent parts— 
something they should be able to 
prevent if they are efficient 
enough. Niche Ltd's biggest wor- 
ries are about things beyond its 
control: a takeover, a decline in 
its market or a chance discovery 
in a Megacorp laboratory that 
makes a Niche product obsolete. 








One in ten 


Despite all this fraught position- 
ing, marketing has not become 
any easier, nor have its practi- 
tioners become any more suc- 
cessful. Around 9096 of new 
products fail. A list of the best- 
selling brands today is a roll call 
of products that were invented a 

ntury ago—Coca-Cola, lvory 
pvap, Quaker Oats and so on. 
What has gone wrong? 

In the old days, a product with 
a clearly-identifiable technologi- 
cal edge—such as Ivory, a soap 
so pure that it floats (a techno- 
logical edge that customers can 
verify in their own bathtubs)— 
could usually carve out a domi- 
nant position for itself. Ivory's 
maker, Procter & Gamble, 
pulled off the same trick with 
Crest (the first toothpaste with 
fluoride) and Pampers (the first 

disposable nappy). 
-> Today, life is more difficult for 
the Cincinnati soapster and oth- 
ers. Because: 
@ That technological edge is 
¿more elusive. Washers now need 

.& microscope to tell whether 
P&O's soap powders are whiter 
than Unilever's. The only prod- 

















P&G's "pipeline that looks- 


an out-and-out technological 
first is Olestra, a fat substitute. 
P&G's advertisements, which just 
used to trumpet the technologi- 
cal edge ad nauseam, are now be- 
comíng subtler. 

e The time advantage a superior 
product wins has become 
shorter. Competitors usually 
have imitation products in the 
shops within months. 

@ International rivals have be- 
gun to invade P&G's American 
heartland. The latest are the Jap- 
anese. Big consumer-products 
firms like Kao and Shiseido 
reckon that they can repeat the 
success of Japanese carmakers 
and electronic firms. 

€ Markets are segmenting into 
ever smaller parts; P&G is being 
forced to develop a product for 
each segment. 

€ American supermarkets are 
beginning to use scanning tech- 
nology to pick out, and then 
push out, weaker brands. In the 
old days P&G's overall muscle 
used to give its weaker brands a 
helping hand: now there are so 
many competitors the supermar- 
kets are less subservient. 

€ Reaching the consumer is 
more difficult. Television ad- 
vertising is now much more ex- 
pensive. The housewife whom 
P&G wants to catch is now proba- 
bly spending her afternoons at 
work—not curled up in front of 
television. When she does have 
time to watch, as well as the tele- 
vision networks, there is a video 
in her supermarket, a radio in 
her car, and a specialist food 
magazine competing for her 
attention. 

What is true of P&G is also true 
of any of the big consumer- 
goods companies—and of car- 
makers and banks. It is also true 


of many other types of company. 
Marketing has got harder—so 
marketeers have to become 
craftier. 

How? Car companies, say, 
used to run adverts showing nu- 
bile models draped over new 
roadsters, together with a blurb 
boasting that their cars were 
faster and better built than their 
rivals. Now, as many cars have 
become indistinguishable, 
branding has become an impor- 
tant part of the automobile in- 
dustry too. The British Mini 
used to be sold as being the 
smallest, most economical car; it 
is now trumpeted as the most 
friendly. 

Even banks, whose traditional 
idea of brand image was a large 
number (say, an interest rate) 
against a white backdrop, have 
now begun to brand their prod- 
ucts, Merrill Lynch’s commer- 
cials focus on the bull that is its 
symbol; Morgan  Guaranty's 
newspaper advertisements talk 
about years of trust; Drexel 
Burnham Lambert's try to justify 
junk bonds by showing pictures 
of the children's playgrounds it 
finances. In Britain, even 
Cazenove, the snootiest of 
stockbrokers, has started to ad- 
vertise its performance. 


Something's gone wrong 


Perhaps the ultimate condemna- 
tion of managers’ marketing 
skills is the high price that estab- 
lished brands are now fetching. 
Managers have decided that it is 
Cheaper to pay astronomic prices 
buying in brands rather than 
building them. A more self-con- 
fident Nestlé would never have 
bid $4.5 billion to acquire 
Rowntree (five times the York 
chocolateer's book value) the 
Swiss firm would have spent the 
money developing Kit Kats and 
After Eights of its own. The 
same could be said for Philip 
Morris’s $12.9 billion bid for 
Kraft. 

So marketing seems to have 
become a more defensive art. 
That may seem sensible if your 
company is carrying several bil- 
lion dollars-worth of debt—as 
many of the new leveraged buy- 
outs are. But that is not the 
point: Megacorp's main defence 
against takeover artists is that 
only it has the marketing skills to 
keep its brands alive and invent 
new ones. 

This does not ring true. lt 
looks as if many modern compa- 
nies are really just sophisticated 
selling machines, rather than 





‘watch. The most advanced 








true marketeers. Why! B 
if they really were following 
Kotler's definition of marke 
then they would know 
products to make. Inst 
nine-out-of-ten — fa 
shows, they do not. . 

Part of the problem 
be market research. Despi 
pages of market data that | 
computers churn out, co 
nies still do not know en 
about their customer 
more likely, they know 
wrong things. 

Technology may be begiri 
to help. So far the scanners 
only been able to tell market 
managers how many prod 
they sell and where. The ni 
stage is to get some idea why c 
tomers are buying them.” 
ners can read credit cards as: 
as bar codes, so the customer 
be analysed as well as th 
uct. The more sophistica 
market-research companies 
adding "spies in the ho: 
clever televisions that nx 
which advertisements; pe 


























feed similar people different 
vertisements and then mo 
what products they buy throi 
scanners. 

This "marketing revolu 
has two hitches. First, the su 
markets, which have the sc 
ners, may well be able to re 
quicker than the manufactur: 
For example, one British dri 
manufacturer is proud tha 
can work out its retail sales in s 
weeks: J.Sainsbury, arguably 
world leader in own-label m: 
keting, knows the figure in fo 
hours. If American superma: 
kets ever learn how to use sc 
ners and to copy Sainsbury 
should be able to nab new 
ket opportunities well ahead 
the manufacturers. 

The second hitch ist 
knowing what your custom 
buy today is only a partial gui 
to what they would buy tomo: 
row if it was available: 
more than a decade ago, ma: 
research "proved" that de 
sonal computer would never s« 
More awareness of the limit 
tions of marketing technolog 
a first step towards overco 
them. At the very least, techno 
ogy can cut the risk of innov 
tion by testing new products in 
trial markets. But for the foresee 
able future marketing will ti 
main an inexact science, whe 
common sense and vision € 
for a lot more than theory. 














This advertisement appears as a matter of record only 


E.I. Du Pont de Nemours & Company : 

and | 
Fuji Photo Film Co., Ltd : 
. have completed the acquisition of. 4 | 

Crosfield Electronics Limited _ | 
from 
The De La Rue Company PLC 
for £235 million 





Baring Brothers & Co., Limited advised 
Du Pont and Fyji 
on this cross-border acquisition 
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Another piece of 
the puzzle 


TOKYO 


AKEN singly they are just pieces of cut 
E wood; together they lock into structures 
> of great strength. Putting together the bits 
*' and pieces of wholesale merchant banks is 
*. the way Japan's finance ministry looks likely 
“to bridge the legal separation of the banking 
' and securities industries enshrined in Arti- 
* -cle-65, Japan's clone of America’s Glass- 
Steagall law. These new banks will also be at 
e heart of Japanese financial institutions’ 
„vbal businesses. 

The new merchant banks would be 
wholly owned subsidiaries of big financial 
firms, including commercial banks and se- 
curities houses. They would be free to offer 
the sorts of corporate-finance and institu- 
tional-investor businesses that are the daily 
round of London's merchant banks and 
New York's investment banks, but which in 
Japan have been carefully divided up since 
the.second world war among the myriad 
sub-species of financial institutions. 

One of the most important pieces still to 
be slotted in is mergers and acquisitions 
(M&A). This is now enjoying a resurgence of 
interest in Japan not seen since the bloody 
hostile takeovers of the 1950s. Today, Japan 
has yet to be caught up in a Wall Street-style 
frenzy of takeovers and is unlikely to be. But 
the signs are that M&A activity, albeit mostly 
friendly, will increase greatly. 

Stockbrokers, ever keen to find a new 

use to sell shares, latched on to a Tokyo 
iacrict-court decision in July that prevented 
two supermarket groups, Chujitsuya and 
Inageya, from selectively issuing cut-price 
new shares to friendly investors as part of a 
defence against a hostile raid by Shuwa, a 
property developer. This has been trum- 
peted as a sign of official blessing for hostile 
M&A. 

The rampers have not been deterred by 
a more recent decision by the same court 
that undercut much of the precedent it set 
in July. The court ruled in September that 
the managers of Miyairi Valve Manufactur- 
ing, which is being stalked by another, 
smaller valve-maker, Takahashi Sangyo, 
could issue new shares to its pick of friendly 
business partners and creditor banks, pro- 
ding it did so at no more than a 1096 dis- 
count to the market price. 






















assembling and training specialists. Take the 
banks first, which have long experience of 
overseeing takeovers when their corporate 
customers are in financial distress. Sanwa, 
perhaps the most aggressive bank in M&A, is 
creating a database of 80,000 companies to 
enable a quick response to buying and sell- 
ing inquiries. 

Japan's trading houses (sogo shosha) 
have also had a traditional role in M&A. This 
has been formalised in the past two years 
with most trading houses setting up their 
own in-house M&A teams. Mitsubishi Cor- 
poration led the way in 1987. They are likely 
to specialise in cross-border M&A, however. 


Tokyo tie-ups 

Then there are Japan's securities companies. 
Of the big four, Yamaichi Securities has 
been the leader in domestic M&A, setting up 
a specialist department in 1973. Yamaichi, 
Nomura Securities and Nikko Securities 
have all linked up with American M&A bou- 
tiques—Lodestar, Wasserstein Perella and 
Blackstone respectively. 

To the Japanese, the success of these tie- 
ups does not just hinge on the fee income to 
be earned. Japanese brokers also hope to 
learn the tricks of the trade. Nomura has 40 
professionals being taught by three Tokyo- 
based Americans. In return the Americans 
get unrivalled access to the brokers’ domes- 
tic clients and money. The odd Japanese 
M&A boutique is appearing. Last year a few 
ex-Yamaichi employees set up RECOF, with 
the aim of filling a niche as an independent 
adviser. 

RECOF’s opportunity lies in the current 
constraint on the big four—that they have 
to be careful not to upset their lucrative un- 
derwriting relationships with companies. In 
August alone Nomura earned ¥20 billion 
($140m)—or 70% of its worldwide commis- 
sion income that month—issuing warrants 
in Europe and selling them in Japan. 

The securities companies can be ex- 
pected to charge into M&A as.soon as they 


decide it is in their interests to do so. Tha 
could be when fixed broking commiss 
are scrapped, possibly as soon as the ea 
1990s as part of the general deregulato 
shake-up. Nomura’s planning departme 
had just such a consideration in mind w! 
it dreamt up Nomura Wasserstein Perella, 
which Nomura has invested $100m. 
With local bankers and brokers increa: 
ingly enthusiastic for M&A in Japan, how 
will the market develop? One reason that 
will be different from the American versio: 
is Japan's widespread interlocking 
shareholdings. At least 70% of the shares o 
the Tokyo Stock Exchange are owned þ 
lockaway holders who keep the shares fo; 
other than investment reasons—such as loy 
alty to fellow members of Japan's big indus- 
trial groups. de! 
Such cross-shareholdings have slo 
the assault by an American investor, Mr 
Boone Pickens, on Koito Manufacturin 
car-parts maker under Toyota's sway. 
Pickens is now the largest single sh 
holder, with a 26% stake, but he cannot: 
a seat on the board. Some American tra 
warriors want to turn this into anothe: 
in their battle with Japan, which may le 
some erosion of the defensive power 
cross-shareholdings, as peripheral compa 
nies switch groups as a result of acquisitions 
However, cross-shareholdings are a long w: 
from disappearing. Mr Michael Freedman 
of Nomura Wasserstein Perella recalls th 
president of one Japanese company sayin 
that talk of selling a subsidiary company was 
akin to a proposal to sell one's children. ^ 
In one sense, the new acceptability 
M&A might prompt an increase in interlo 
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ng shareholdings to avoid (to the Japanese) 
the sort of embarrassing nightmare now fac- 
in g Toyota with Koito. Mr Andrew Ballingal 
of Barclays de Zoete Wedd notes that there 
are several companies where valuable busi- 
ness relationships exist which are not sup- 
ported by sufficiently strong interlocking 
» areholdings, say 20-3096, to deter would- 
greenmailers or other raiders. He argues 
th at it would be logical for such companies 
to top up their mutual shareholdings. 
4 ns secular trends will determine how 
^ develops in Japan. First, and probably 

nos! significant, will be the continuing re- 
organisation, mostly through friendly 
merger and share swaps, of Japan's sprawl- 
ing distributive industries, such as banking 
(hence the announcement of the Mitsui 
Taiyo Kobe merger in August), retailing, 
ind transport. Industrial groups operating 
thin these sectors are also likely to prune 
their own, often unwieldy, internal struc- 
ures. An example is the Seibu Saison retail 
g oup, which plans to halve the number of 

ts group-company members to 50 by the 
ce 's end, mostly via mergers. 
Outright acquisitions will tend to be 

co confined to smaller companies operating in 
















IGWIGS at Lloyd’s of London have 
liveried “waiters” to open and close 
|| doors for them and brew the tea. When 
| Mr Ian Hay Davison arrived at Lloyd’s as 
chief executive in 1983, he brought with 
him his personal assistant from Arthur 
1 





Andersen, a big auditing firm. After ex- 
piinine his job in great detail, the PA 
eard a not very bright Lloyd's man bel- 
|| low: “Oh, I see. You're Davison’s waiter.” 
| As Lloyd's soon discovered, Mr Peter 
Rawlins, who was this week named as the 
new chief executive of the International 
|| Stock Exchange (Ise), was much more 
| than a tea-boy. He was Mr Davison's 
|| right-hand man and one of the Untouch- 
| ables who helped clean up those who were 
-| illegally cleaningup at scandal-ridden 
Lloyd's in the early 1980s. As the isE's 
chief executive, his task will be to modern- 
ise, not, as at Lloyd's, to deodorise. The 
going, though, will still be tough when he 

| joinson November 27th. 


1 Ever since Big Bang in 1986, the ex- 
|| change has found it hard to establish a 

role for itself in the City of London after 
.| losing much of its regulatory clout. The 
— ||. ISE first tried to impose technical systems 


upon its member firms which they did not 
: particularly want. The cry then went up 
E | that the exchange needed a more techni- 
| cally minded executive, which is ostensi- 
bly why Mr Rawlins is now replacing the 

| back-stabbed Mr Jeffrey Knight. The 
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niche markets. They would be considered 
fair game for predators because they are not 
part of the cross-shareholding system. There 
are also those companies which have be- 
come vulnerable because they have issued so 
many convertible bonds and warrants 
which can be turned into equity. Baring Se- 
curities estimates that there are 94 compa- 


New boy at the exchange 


irony is that City opinion is now forcing a 
hugely demoralised exchange to relin- 
quish control of many of its functions— 
such as vital but bogged-down plans for a 
paperless settlement system. 

What qualifications does Mr Rawlins 
have for running the third most impor- 
tant securities market in the world? On 
the face of it, few. After his stint at 
Lloyd's, where, like Mr Davison, he never 
really got on with the Lloyd's establish- 
ment, he returned to Arthur Andersen 





Why me? 
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nies where conversions of equity-linked pa- 
per would let a predator corner at least 20% 
of the outstanding equity. 

The second long-term trend that will in- 
creasingly promote M&A is the likelihood 
that increasing competition in the money- 
management business, and particularly 

ing pension funds, will make institu- 
tional shareholders less willing to sit on low- 
yielding equities. One way to express this 
concern could be to press companies to pay 
higher dividends than the stockmarket's 
current average yield of 0.496 and to become 
more vocal about such matters as dilution 
via share issues and voting rights. 

Another change, more likely if there is a 
fading of the traditional Japanese preference 
for capital gain rather than dividend in- 
come, would be for investing institutions to 
adopt money-management techniques com- 
mon elsewhere, like selling blocks of shares 
to would-be predators. That would mean 
more liquidity in financial assets, probab 
the biggest single obstacle to M&A activi., 
inside Japan. In this sense, the development 
of M&A and of investment management is 
likely to advance hand in hand. 





and quickly became a partner. From there 
he joined Sturge, a biggish Lloyd's insur- 
ance broker, a job which he has wanted to 
leave for the past year. He is well-regarded 
in the City, and those who know him 
reckon he is objective, tough and can 
quickly get to grips with issues of strategy. 
With the exchange needing to decide how 
it will retain its role as the central market 
for equities in London (and the dominant 
one in Europe), he will need all of those 
qualities—and then some more. 

As the exchange's new boy he will 
need to tread carefully—if only to protect 
the skin of his chairman, Mr Andrew 
Hugh Smith, himself in the job for less 
than a year. Mr Hugh Smith riled many of 
his staff when he got rid of Mr Knight at 
the insistence of the heads of the City's 
biggest firms and of Mr David Walker, the 
chairman of the Securities and Invest- 
ments Board (sis). Mr Walker is, in effect, 
Mr Rawlins's political godfather; the 
Bank of England, whence Mr Walker orig- 
inally came, also backed the appointment. 

Some members of the isE's council and 
staff mutter that Mr Hugh Smith relies 
too much on the advice of a kitchen cabi- 
net, and even warn of the dangers of a 
council revolt to unseat him. High drama? 
A skilled writer who has greasepaint in his 
blood (his mother was an actress), Mr 
Rawlins will need more than a good script 
to deal with this lot. 
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| A billet doux for the Euromarket 


More borrowers are becomin ng enamoured with the growing Euro me- 


dium-term note market. Wil 
crumbles? 


ONDON'S medium-term note (MTN) 
s market has always paled in compari- 
son. with its counterpart in America. 
There, pioneered in 1978 by General Mo- 


.tors Acceptance Corporation (GMAC), 
- the motor giant’s financing arm, medium- 


term notes have swollen into an $80 bil- 


“clion market. 


In Europe, MTNs were launched only in 
1986. After borrowers issued $500m in 
the first year; the pace quickened. Last 
year $5.6 billion of paper was pushed out; 
for the first eight months of 1989 volume 
stood at. $7.9 billion (see chart). By the 


'end of this year the market will probably 
have doubled in size compared with 1988. 


The banks which deal in Euro-MTNs guess 
that the market will reach $20 billion-30 
billion in 1990. That would allow the 
Euro-MTN market to sit more proudly be- 
side its American neighbour. 

GMAC first launched its medium-term 
notes to plug a gap in America’s capital 
markets between short-term commercial 
paper and long-term bonds. Most of the 
loans which General Motors issues to the 


^ dealers and clients who buy its cars have 


maturities of about five years. Since the 
capital markets lacked an instrument to 
match these assets, GMAC invented one. 
Today, MTNs have much more flexible ma- 
turities, ranging from nine months to 30 
years, 

This year a new clutch of borrowers 
has come to the Euro-MTN market. They 
include Electricité de France, the Council 
of Europe, McDonald’s, a big American 
hamburger chain, and Aegon, a Dutch in- 
June an old hand, 
Oesterreichische Kontrollbank, gave 
Euro-MrNs a big boost. It launched a 
$130m. programme, one of the biggest- 
ever single lumps. In August Volkswagen 
mandated Deutsche Bank to arrange a 
DM300m ($161m) Euro-MTN programme. 
And last week Fiat gave its blessing to the 
new market with a $300m programme ar- 


ranged by Bankers Trust. 


" Euro-MtN folk hope to gain at the ex- 


: ‘pense of the Eurobond market. Advo- 


cates of notes like to sum them up as being 
everything Eurobonds are not: liquid, 
flexible, easy to issue—and profitable. 

A typical Euro-MTN programme will 


~have four or five dealers. Importantly, 
“these are not also underwriters; and 


thanks to the cartel of ten or so invest- 
ment banks which hog the market, deal- 


|. ing commissions are fixed. Commonly, 


they be happy if the commission cartel 





these range from 10-15 basis points (hun- 
dredths of 1%) for one-year issues to 50 
basis points for ten-year tranches. Euro- 
MIN fans argue that this cartel keeps deal- 
ers committed to the programmes, thus 
ensuring their liquidity. 

Compare this to the Eurobond mar- 
ket, where underwriting fees usually dis- 
appear as soon as the bonds begin trading. 
And often, less than six months after an 
issue has been launched, the big syndicate 
backing it has disappeared, leaving only a 
couple of banks making a market of sorts 
in the bonds. Seasoned — - 
Eurobonds, with only a 
couple of years to run 


Euro medium-term notes 
Total to October 1989, investor profile ; 


Other financial 
institutions 
20% 





Corporations 
6% 
Insurance 
8% 





Government agency & = 
supranationals 10% 


Sources: Merrill Lynch; J.P. Morgan 


until maturity, are notoriously illiquid 
and hard to pick up in large amounts. 
Euro-MTNs are a much better alternative 
for investors looking for instruments in 
the two-three year range. 

The Euro-MTN market is unusual for a 
Euromarket: there is a shortage of supply. 
Many of the bluest-chip companies in the 
market have not issued as large amounts 
of paper as they have mandated. Yet more 
fund managers and trusts are coming into 
the market, along with other traditional 
Eurobond investors such as central banks 
and Japanese institutions. 

Perhaps Euro-MTNs' best selling-point 
is the range of gizmos they can offer. Note 
programmes carry all sorts of options for 
issuers. Sophisticated Euro-MTN pro- 
grammes allow borrowers to issue zero- 
coupon, floating or fixed-rate debt. And 



































































maturities can be tailored more precise 
to match borrowers' assets at any give 
moment. 

Programmes allow borrowers to issu 
in a range of currencies too. Earlier this: 
month Mitsubushi Finance arranged 
dollar programme which included an op- 
tion to issue in yen. Other programme 
such as Fiat’s, allow borrowers to sell dua 
currency notes. Any number of differen 
amounts can usually be issued by 
borrowers. : 

The public Eurobond market is far 
more rigid about size and maturity. Doing. 
a $15m Eurobond issue would be laugh- 
able; a Euro-MTN that size would not raise 
even a snigger. And notes are handy for 
acquisitions, giving companies quick fi 
nance for hostile raids. Swap opportuni- 
ties can be quickly grasped: around 5096. 
of issues in the Euro-MIN market are 
thought to be swapped. 

Given the size of the American MTN 
market, why have a European: version? 
One reason is that domestic American in 
vestors are parochial. Even : 
ranked non-American names p 
a premium over the best hom 
borrowers if they want to issue 
the American capital market. The 
commercial paper of some top 
American companies trades a 
finer levels than the issues of 
some European governments. 

The benefit for American. borrowers. 
in the Euronote market is that they can 
tap pockets of investor interest in Europe 
which give better terms than they cou 
have got at home. European investors will 
not buy domestic American issues, be- 
cause the paper (and thus its owner) is reg- 
istered by the Securities and Exchange 
Commission. They prefer anonymous’ 
“bearer” instruments. 

Despite its recent sprint, the Euro-MTN © 
market has a long way to travel. It badly | 
needs many more issuers. Compared to 
the Eurobond market, with $165 billion 
of new issues so far this year, Euro-MTNs. 
are still small. And the American MTN 
market can still handle bigger issues, in 
the $200m range. 

What is to stop Éarcanediumder 
notes going the way of illiquid and (for i 
vestment banks) unprofitable Eurobonds? 
Already, there are rumblings of discon- 
tent in the note market. In May, when the 
New Zealand Dairy Board was organising 
a Euro-MTN programme, some pushy deal- 
ers insisted on an all-in price structure, 
which would include their spreads. Be- 
cause of the squabble, Merrill Lynch and 
S.G. Warburg dropped out of the pro- 
gramme. Ás competitive pressure builds, 
fixed commissions—and a clutch of will- 
ing dealers—could quickly become à fond 
memory. 
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(CXENTRAL bankers and finance minis- 
XX ters of the Group of Seven are pleased 
with their latest efforts to drive the dollar 
dc from above DM2.00 to around 
DMI1.90. On October 5th, West Germany's 
Bun desbank backed the G?'s recent inter- 
vention in the currency markets by raising 
the country's key discount and Lombard 
rates by one percentage point, to 6% and 
8% respectively. Other European central 

banks fell in line. 
Central banks have spent an estimated 
$45 billion this year to hold the dollar down 
‘in the belief that it is overvalued. Are they 
right? The standard argument is that if ex- 
change rates stay at their current levels, then 
most economic models suggest that Ameri- 
B. s current-account deficit will start rising 
again next year. The IMF forecasts that it will 
rise from $125 billion this year to almost 
4 on billion in 1990, while Japan’s surplus 
es from $72 billion to $90 billion. Conclu- 

: the dollar must fall. 

The London economics team of 

h oldman Sachs, an American investment 
, disagrees. lt expects the American 
E deficit to continue to narrow next 
yea , for two reasons. First, domestic de- 
mand in America is expected to continue 
grov ing by one percentage point a year less 
an in Europe and by three percentage 
points less than in Japan. This will help to 
sustain the improvement in America’s trade 
by more than most forecasters allow for. 
Second, despite the 12% rise in the dollar 
since early 1988, Goldman Sachs believes 
that it remains competitive. Indeed, the 
team reckons that the dollar is undervalued: 
at today’s exchange rates American goods 
and services are much cheaper than those in 
. other countries. 

Goldman Sachs has just updated its esti- 
‘mates of purchasing-power parities (PPPs) for 
the dollar—ie, the exchange rate which 
- would equalise the prices of a basket of simi- 
lar tradable goods and services in different 
countries. These suggest that the dollar is 
about 2596 below its PPP in trade-weighted 
‘terms, and well below its rPPs of DM2.36 
and Y204 against the two other main cur- 
. rencies. Mr Ronald McKinnon, of Stanford 
University, a leading proponent of PPPs, has 
. estimated similar rates of DM2.10 and ¥182 
. using a different method. Interestingly, the 

McDonald's hamburger standard, which 

. The Economist uses as a ready reckoner of 

whether curencies are at their correct rates, 

- suggests PPPs of DM2.13 and ¥1.83. Perhaps 

= the experts could save themselves much 
time and trouble with a Big Mac. 

The problem with most economic mod- 

els such as the IMF's, claims Goldman Sachs, 

is that they consider only the effect of 
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changes in competitiveness on trade flows, 
and ignore the absolute level of competitive- 
ness. An improvement in competitiveness is 
usually assumed to work through in about 
two years. This means that since the dollar is 
no lower now than it was at the beginning of 
1987, all the favourable trade effects must 
have been exhausted. The obvious conclu- 
sion is that the trade deficit will not shrink 
any more unless the dollar falls much 
further. 

Goldman Sachs believes that if the dol- 
lar is below PPP (thus giving America an ab- 
solute price advantage) then trade improve- 
ment may continue over a longer period 
The cost advantage will encourage foreign 
and domestic firms to expand capacity in 
America and so help American output to re- 
capture home and overseas markets. If this 
is right, there is still a good deal of trade ad- 
justment to come. 

Goldman Sachs's currency forecasts are 
certainly brave. While many people think 
the dollar will fall, it expects it to rise over 
the next 18 months to DM2.30 (against the 
current rate of DMI.89), to Y174 (Y141) 
and to $1.13 ($1.60) against the pound. This 
implies that the dollar will move closer to its 
ppp, while the pound, on the other hand, 
will move further away from it. At first sight 
this looks inconsistent. Sterling's trade- 
weighted value is already 7% below PPP, ac- 
cording to Goldman Sachs (it estimates its 
PPP against the D-mark at an astonishing 
DM3.41). So why should sterling's trade- 
weighted value fall by a further 1696, as the 
bank says it will? 

Whereas Mr McKinnon argues that cur- 
rencies gravitate towards their PPPs, 
Goldman Sachs says there is no reason for 
them to get there except in the very long 
run. You might think otherwise, to judge 
from the headline in the bank's latest 
monthly bulletin: “The Dollar—Powering 
its Way to Purchasing Parity”. 

Again unlike Mr McKinnon, Goldman 
believes that changes in exchange rates can 
reliably alter a country's competitiveness 


The dippy dollar - 
Purchasing power parity=100 


and thus have a clear effect on trade. But it 
stresses that competitiveness is only one fac- 
tor. Trade deficits can be reduced either | 

squeezing domestic demand or by changir 

relative prices. The gap between the growth 
in domestic demand in America and else- 
where is, Goldman argues, sufficient at cur- 
rent exchange rates to ensure a further fall 
in America’s trade deficit. In contrast, Brit- 
ain’s deficit is so big that unless the govern- 
ment is willing to accept many years of slug- 
gish growth, it can be reduced only by 
letting the pound fall even further below 


PPP. 

If Goldman Sachs is right, sterling will 
fall 30% against the dollar by the spring of 
1991. Are its currency forecasters paid in 
dollars or pounds? 





British life assurance 


Antipodeans 
ahoy 


RITAIN'S cosy life-assurance industry 

is being rudely shaken—by buccaneers 
from down under. On October 2nd Austra- 
lian Mutual Provident (Amp) bid £1.1 bil- 
lion ($1.8 billion) for Pearl Group, of which 
AMP already owned 18%. It is the biggest bid 
for a British insurance company. Pearl’s 
chairman, Mr Einion Holland, derides the 
“Australian freebooter" and defends his 
firm's independence. He may well be forced 
to look more kindly upon one of the British, 
continental European or American institu- 
tions discreetly offering to rescue Pearl from 


The bid for Pearl marks a new tack for 
what was long Australia's most stately cor- 
porate vessel. For many of its 139 years, Syd- 
ney's AMP has dominated Australia’s life-as- 
surance industry and stockmarkets. Now, 
the company's presence in its home market, 
with A$35 billion ($27 billi billion) in assets and 
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TRUST THE HALIFAX 
TO FIX THE INTEREST RATE 
WHATEVER THE CLIMATE. 


The financial climate is often unpredictable, 
Which is why you should invest wisely and not just 
settle for any port in a storm. 

The new HALIFAX FIXED RATE INTERNATIONAL 
is a safe haven for investment and a guarantee against 
unstable interest rates. 

It's a Jersey-based sterling deposit account, 
open solely to those people not ordinarily resident in 
the UK. The kind of people who want a guaranteed 
fixed interest rate and who are willing to leave their 
investment untouched for a period of 12 months. 

There is a minimum investment level of 
£10,000 and the interest rate on your account is fixed 
on the day that we receive your funds. 































time, you can call our Halifax Jersey Helpline now 
on (0)554 59840 for information on today’s current 
fixed rate, 


a highly competitive rate. And being offshore, you can 
expect high interest with no UK income tax deducted, 

You can take your interest at the end of the 
term. Or opt for a monthly income, with which you 
can pay bills and set up standing orders and direct 
debits via our variable rate account HALIFAX DEPOSIT 
INTERNATIONAL, 

Alternatively you can have your monthly 
interest paid directly into your UK or Channel 
Island bank account. 

Send in the coupon now for more detailed 

- information and conditions of issue, and we'll help 
you weather any storm. 


Ingouville House, Ingouville Lane, St Helier, Jersey, C. Islands. | 
Please send me details of HALIFAX FIXED RATE INTERNATIONAL O 
| HALIFAX DEPOSIT INTERNATIONAL O 
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THE WORLD'S N° I 


By opening a deposit account you become a depositor with the Society. Depositors are not members of the Society and Halifax Building Society, International Investment Unit, 
only certain members can vote on resolutions. Only members can attend at meetings of the Society. Copies ofthe most — Ingouville House, Ingouville Lane, St. Helier, Jersey, Channel Islands. 
recent audited accounts are available on demand. Halifax Building Society's principal office is in Halifax, UK. Fax No: (0)554 59280 Telex No: 4192584 
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But as interest rates can vary from time to — 


Being Halifax Building Society, you can expect 









Seven Banks, one network 
This is the MPS 


The advantage of belonging to a group is that each component benefits from the different skills anc 
strengths of the others. They are separate entities and as such meet the needs of their particula 
markets in their different ways. The end result is more flexibility and versatility for the group — « 
whole and a wider range of services for its varied clientele. The MPS Banking Group is such a group. | 
has continued to expand in Italy and throughout the world, to renew and develop its activities and, a: 
a result, to achieve positive financial results year after year. Monte dei Paschi di Siena, Banc: 


z-—— 





ve -— 


or worldwide coverage. 
Banking Group. 


oscana, Credito Commerciale, Credito Lombardo, Banco Valdostano, Istituto Nazionale di Credito 
er il Lavoro Italiano all'Estero, Italian International Bank, seven banks of different sizes, in 
i ent places, with different strategies, but equally committed to one programme, one network. - 
IPS Banking Group has branches and representative offices in New 


ork, London, Paris, Frankfurt, Brussels, Moscow, Singapore, Cairo, Sáo 3 
aulo and, by the end of 1989, also in Madrid, Beijing and Tokyo. 
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A classic is always a classic--- 


Aged 12 Years 


De Luxe 
Scotch W hisky 
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You recognize it with each sip. That extra something. 
That special, timeless quality that remains unchanged generation after generation. 
OLD PARR. The classic premium scotch in Asia. 
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ube UNITED DISTILLERS GROUP 


3-4% of the stockmarket, is be- 
coming unwieldy. Amp feels it is 
too big to grow by much at home 
where, gallingly, its age-old do- 
mestic rival, National Mutual 
Life, is breathing down its neck. 
Last year National Mutual 
pipped AMP for the first time in 
new premium income. 

After a management shake- 
up two years ago, AMP resolved 
to push into international wa- 
ters. Earlier this year, it bought a 
tiny British mutual assurer, Lon- 
don Life. AMP's aim is to have 
nearly 596 of Britain's life-assur- 
ance market by 1991, says Mr 
lan Salmon, head of interna- 
tional operations. If his compa- 
ny's bid for Pearl succeeds, that 
target would be in sight. Luckily 
for AMP's management, policy- 

lers are not required to vote 

he purchase. If they were, 
they might balk at an investment which 
would then be worth nearly one-tenth of 
their assets. 

Mr Holland does not like such quests 
for market-share. No wonder: one of the 
criticism's AMP levels at Pearl is that its share 
of annual new life premiums has slumped— 
from 6% to 2.4% in the past ten years. In the 
five years to 1988, new annual premiums 
have grown at Pearl by just 496, against an 
industry average of well over 1096. 

Irrelevant, retorts Mr Holland: what 
matters is the quality of business Pearl has 
written, and its skills in investing the premi- 
ums. In the past decade, Pearl's post-tax 
earnings and dividend growth averaged 
1896 a year, about three percentage points 
better than the life industry's average. Pre- 
tax profit in 1988 was £66.2m. 

Pearl entered the 1980s with the anach- 
ronism of an army of door-to-door agents, 

nsively trawling through Yorkshire col- 
uery towns for penny-a-week savings. Then 
the 1988 Financial Services Act forced life 
salesmen to decide whether to be agents tied 
to just one firm or to be independent finan- 
cial advisers selling the products of many. 
Since the act, financial-services firms have 
appreciated the boon of controlling a sales 
force—particularly one that knows its cli- 
ents well. Pearl reckons it has successfully re- 
trained its 6,500 force to sell snazzier prod- 
ucts for ever-richer people. In personal 
pensions, it is now the third or so biggest 
supplier. Elsewhere, caution has served 
Pearl well. The cult of cross-selling led many 
rivals to buy up chains of estate agents—just 
before the housing market collapsed. In Sep- 
tember Britain's biggest assurer, Prudential, 
said it lost £25m last year from its estate 
agency. 

AMP's bid might be exceptional for its 
size; it is not for its lack of a European di- 
mension. Talk of Europe's single market is 
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And a real bid from AMP 


scarcely to be heard among Britain's life as- 
surers, while their continental counterparts 
create a cat's cradle of new stakes and cross- 
shareholdings. The latest move, also an- 
nounced on October 2nd, was the purchase 
by Allianz, West Germany's insurance gi- 
ant, of half of the insurance activities of 
France's Navigation Mixte. The deal follows 
Groupe Victoire's purchase this summer of 
West Germany's Colonia Versicherung— 
before itself falling to Suez, a blue-blooded 
French banking group. 

Britain's lifers consider themselves 
above this rush towards European consoli- 

















dation. Pointless, they say, trying. 
to sell life policies in a single Eu- - 
ropean market before a single 
European currency exists; cur- - 
rency fluctuations would other- 
wise play havoc with actuarial a 
sumptions. For years Pearl has 
had a committee to look at conti- 
nental Europe. The outcome of. 
such deliberation has so far been - 
a fat zero. ^ 

Continental firms, though, 
might begin to think otherwise 
about Britain's life industry, 
which is temptingly ripe for | 
consolidation. In the ten years to. 
1987 individual life assurance 
doubled its share of Britain's | 
personalsavings market, to 
26%, according to Lloyds Bank; 
real premium growth averaged - 
6.5% a year. Yet the industry is, — 
for Europe, unusually frag- 
mented: even the jumbo Pru 
cannot manage 10% of the life market, such 
is the competition. 

Competition has also bred product-in- 
novation, which is a further appeal to com- 
panies from less developed markets. When 
France's Compagnie du Midi (now part of 
AXA-Midi) bought British expertise two 
years ago with its bid for Britain's then 
twelfth biggest assurer, Equity & Law, it 
paid 55 times Equity's earnings. On that 
measure, Pearl's shareholders might have | 
few qualms in turning down AMP's offer— 
pricing Pearl at "only" 25 times 1989's esti- 
mated earnings—for something tastier. 
rr — Mà (a: 





Crédit Agricole 


Divided against itself ; 


France's Crédit Agricole, the only non- Japanese bank in the global top ten, D 
great ambition. Political in-fighting at the top is holding it back 


HE world's eighth biggest commercial 

bank ranked by assets, Crédit Agricole, 
should be a force to be reckoned with out- 
side France as much as within it. One in 
three Frenchmen bank with it, as do one in 
five French companies. It has over FFr1 tril- 
lion ($210 billion) of assets, and last year it 
clocked up a pre-tax profit of over FFr6.5 
billion. These sound like impressive statis- 
tics, until you start to examine them closely. 

Actually, Crédit Agricole's profitability 
is lousy. IBCA, a London- 
based credit-rating agency, 
makes it only the 103rd 
bank in the world if ranked 
by real profitability. The 
bank’s operating costs have 
been far above those of big 
French competitors like So- 
ciété Générale and Banque 
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Nationale de Paris (BNP). Both of these — 
earned almost twice Crédit Agricole’s re- 
turn on capital. 
Crédit Agricole's traditional customers, — 
France's farmers, are disappearing fast. Ag- - 
riculture accounted for just over 396 of | 
French opp in 1988, down from almost 5% 
in 1979; and the number of people em- — 
ployed on French farms fell by some 3.596 in — 
both 1987 and 1988. Farmers’ deposits now — 
account for just 1596 of the bank's total as- 
sets, against 25% in 1983. 
Even more important, 
the bank's monopoly on 
state-subsidised loans to ag- 
riculture will end next New 
Year's Day. So Crédit 
Agricole can no longer rely 
on its reputation as la — 
banque verte—the green 
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bank—to bring in business. It faces this 
challenge with quite the wrong management 
structure. It is not simply one bank, but an 
unwieldy federation of many. At provincial 
level, there are over 3,000 local offices 
grouped under 92 regional banks, which 
cover France. 

All of these are essen- 
tially retail institutions. 
Above them lies the Caisse 
Nationale de Crédit 
Agricole (CNCA), set up by 
the government in 1920 to 
exercise control over the 
bank. CNCA acts as a kind 
of central bank for the pro- 
vincial network. It handles capital-market 
business, supervises the international 
branch network and sets group strategy. 
Well, in theory, it does. 

In practice, the chief executive of 
CNCA, who is also the boss of the 
Crédit Agricole group, has a struggle 
to get his own way. The struggle be- 
came harder in April 1988, at the 
time of CNCA's “mutualisation”. As 
part of the Chirac government's pri- 
vatisation binge, the centre bank was 
sold to its regional banks. They paid 
FFr7 billion for a 90% stake. The 
bank's employees took 796, leaving 
the government with the rest. 

The sale brought into the open 
the long-running feud between the 
centre and the provinces. Now that 
they own 9096 of CNCA, the farmers 
and agri-businessmen that dominate 
the regional banks want an even 
greater say in the way that Crédit 
Agricole is run. Some powerful re- 
gional barons, like Mr Lucien 
Douroux, boss of the Ile de France re- 
gional bank in Paris, always wanted to 
be chief executive themselves. 

Amid plotting and counter-plot- 
ting, the bank has stumbled through 
three bosses in six years. The present 
incumbent, Mr Philippe Jaffré, a 44- 
year-old former Treasury official, 
plays down the tensions that exist be- 
tween the Parisian pinstripe brigade at 
CNCA and the regional bankers; but he still 
spends at least one day each week wining 
and dining in the provinces. Mr Bernard 
Auberger, Mr Jaffré's predecessor, refused 
to do so and tried to boss the regional banks 
about. Last November he was sacked by the 
bank's board of administrators, many of 
whom are from the regions. 

If Crédit Agricole can get its act to- 
gether, other financial folk could tremble. 
The bank's branch network ought to give it 
a formidable advantage, as was shown when 
it decided to enter the life-assurance busi- 
ness in 1985. The bank set up a subsidiary, 
Predica, to market policies to its 17m cus- 
tomers. Within three years, Predica had be- 
come France's sixth biggest insurer and its 


94 





second largest life assurer. Last year, it 
earned FFr17:2 billion in premiums. Crédit 
Agricole has also scooped up a chunk of 
other French savings. Ségespar-Titres, the 
bank's fund-management arm, looks after 
nearly FFr180 billion of sicAvs (mutual 
funds), or about 1796 of the 
total French market. 

The bank is now dis- 
tancing itself from its rural 
roots. Loans to the agricul- 
tural sector, once Crédit 
Agricole's bread and but- 
ter, increased by barely 596 
last year, while loans to 
other types of businesses 
rose by nearly 5096, to FFr14.5 billion. 
Rather than shop for clients among already 
heavily cut-throat blue-chip companies, 
Crédit Agricole has wooed small- and me- 





Jaffré: neither pinstripe nor gumboot 


dium-sized firms. Loans to these businesses 
shot up by 80% last year. 

As it came to the international scene 
late, Crédit Agricole has shunned the over- 
banked multinationals mar- 
ket. Instead it has concen- 
trated on riskier, but more 
profitable, merchant bank- 
ing. It has invested in lever- 
aged buy-outs in both New 
York and London, though 
it is coy about its exposure. 
It steers clear of junk bonds, 
preferring to take a portion 
of the senior debt on offer. It has also 
plunged into project finance, investing in 
the beleaguered Eurotunnel venture and the 
more promising Euro-Disneyland. Critics 





charge that it is going too far, too fast. But 
with its strong balance sheet, Crédit 
Agricole can afford to take a few knocks if 
risky deals turn sour. 

In another attempt to boost fee income, 
Crédit Agricole’s merchant-bank subsid- 
iary, Union d'Etudes et d'Investissements, 
has set up a mergers-and-acquisitions divi- 
sion. It is specialising in the food, communi- 
cations and leisure industries. The subsid- 
iary has a 20% stake in Cofi, an Italian 
merchant bank, and is co-operating with Ja- 
pan's Daiwa Securities on cross-border ac- 
quisitions. Crédit Agricole has a lot of 
ground to catch up. A mere 1596 of its assets 
are invested overseas compared with nearly 
50% for Société Générale and BNP. 

The bank's strategic review, published 
on October 5th, addresses this problem. 
There is talk of further European expan- 
sion, via alliances in the north and ac- 
quisitions in the south. The bank is 
still dithering about which route 
take. In London, it considered buy.ug 
Guinness Mahon, a merchant bank, 
earlier this year, and it has run a slide- 
rule over several building societies. So 
far, though, it has wisely resisted the 
temptation to splash out. 

Mr Alain de Truchis, the boss of 
Crédit Agricole's London branch, 
frets that the bank does not have 
enough experienced senior bankers 
to guide it. He has a point. Below Mr 
Jaffré, who spent a mere three months 
at Banque Stern, a Swiss-owned mer- 
chant bank, before joining Crédit 
Agricole, there is a dearth of talent. 
Why? Because, says Mr de Truchis, 
internal politics dictated that key po- 
sitions went to parochial regional 
bankers and time-servers, rather than 
to seasoned professionals. That seems 
to be changing. Miss Monique 
Bourven, the widely-respected haad 
of Crédit Agricole's capital-mar 
operations, was recently made a dep- 
uty chief executive. 

This vacuum is all the more wor- 
rying because Crédit Agricole's chief 
executive, whoever he is, has to spend so 
much time guarding his back and pressing 
the flesh in the provinces. A cut in the num- 
ber of regional banks through mergers—as 
proposed in the strategic re- 
view—would help make the 
present incumbent's life 
more comfortable. 

However, Mr Jaffré still 
seems far from his goal of 
welding Crédit Agricole 
into a go-getting mutual 
bank along the lines of, say, 
Holland’s Rabobank. With- 
out new blood at the top to help him, Mr 
Jaffré will continue to sit on one of the most 
uncomfortable thrones in banking. 
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SCIENCE AND TECHNOLOGY 


The cost of Freedom 


Y SETTING America new goals in 
space earlier this year, President Bush 
threw NASA into a tizzy. The space agency 
had spent almost two decades learning to 
think small in every department except its 
budget. It slowly built up the shuttle fleet, 
then began work on designing a manned 
snace station to be built in the 1990s. Now it 
1s itself asked to contemplate manned in- 
«planetary flight, outposts on the moon 
and Mars, and the destiny of humanity. The 
NASA staff are like climbers reaching the 
summit they have aimed at only to find 
themselves confronted with 
far greater peaks. From the 
foothills, the mountains 
look inspiring, bur also 
intimidating. 

Faced with this oppor- 
tunity, NASA might be ex- 
pected to be thinking big 
again. However, the agency 
is currently engrossed in 
cutting back the plans for 
its space station, Freedom, 
to a degree that has irri- 
tated its international part- 
ners. The proximate cause 
for this rethink is money. 
President Bush's enthusi- 

for space has yet to 
imunicate itself to Con- 
gress. From a total budget 
of $12.3 billion for 1990, up 
1096 on 1989, NASA asked 
for $2.05 billion to spend 
on the space station. The 
Senate proposed cutting 
that to $1.85 billion; the 
House of Representatives 
proposed a cut twice that 
size. The two houses are 


grinding towards a 
compromise. 
NASA's Langley Re- 


search Station has been 
finding ways to live with a 
cut of around 2096. The 
ideas floated include keep- 
ing the crew at half 
strength—four people, not 
eight—until quite late in 
the project. Another idea is 
to Aah the full deployment 








l; give up, where is sid 


of Freedom's power system, so that the re- 
duced crew would make do with only 38 
kilowatts rather than the full 75, which 
could hamper experiments. The amount of 
“extra-vehicular activity” might be limited. 
Freedom's completion could be delayed un- 
til the edge of the next millennium. 

Suggesting changes of such scope may 
seem an over-reaction to a trifling cut of 
$400m in a project that will cost America 
something over $19 billion, to say nothing 
of the $8 billion or so committed by its part- 
ners, Japan, Western Europe and Canada. 
However, the budget cut is 
seen by many as a pretext 
for a fit of caution. NASA 
wants to be sure that once 
the space station moves out 
of development and into 
construction it can proceed 
according to plan—even if 
that means reducing the 
project's scope. 

This has not pleased 
America's allies. America 
will provide a crew module 
and a laboratory for the sta- 
tion: Japan will provide an- 
other laboratory, Europe a 
third. Canada will provide 
some robotics, and Europe 
will also provide a free-float- 
ing laboratory which will 
hang in space near the sta- 
tion, checked up on inter- 
mittently by the crew mem- 
bers. This was all agreed in 
a memorandum of under- 
standing last year. In the 
face of the Langley propos- 
als, Europe and Japan now 
do not know for sure when 
they can expect to get their 
laboratories into place, or 
how many people will be 
available to tend the experi- 
ments. They have managed 
to get assurances that there 
will be adequate power for 
them to run their experi- 
ments and keep the lights 
on at the same time, 
though. Relations between 
the partners are not as 
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warm as they could be. 
There may be more arguments in store. 
The Langley proposals, for all their seeming 
severity, are not designed to cut the to 
sum required, simply to stretch it out for 
longer. If the overall budget is rdi 
later years, desperate measures will be ca 
for, including further delays. At the sa 
time other parts of NASA's budget will have 
to increase if Freedom is to get into orbit. — 
Building and supplying the station will 
require dozens of shuttle flights. Since o 
of the changes on the cards is to do without. 
oxygen recycling on board, more shuttl 
flights may become necessary. Even with the 
improvements made since the Challenger 
disaster in 1986, the space shuttle is 
completely reliable. Estimates put 
chances of a shuttle failure at around one in 
50. Failure does not necessarily mean a fire- 
ball in the sky, just irreparable damage. — 
At present there are three shuttles, wi: 
a fourth, Challenger’s —replac 
Endeavour, due in 1992. According to 
congressional Office of Technology A 
ment, NASA's present launch schedule g 
a 50% chance of losing a shuttle before 
space-station construction starts in 1995, 
and of losing another before it is over, which. 
would throw the schedule into disa Q 
Even without disasters, the delays to which 
the shuttle programme is prone could drag 
out construction time. : 
To deal with this, NASA’s 1991 budget 
may well ask for a fifth shuttle, an upgrading 
of the existing shuttles and the development 
of an unmanned shuttle, shuttle C, to lift 
heavy cargoes into orbit. Shuttle C, or some- 
thing like it, is a sine qua non for building a 
moonbase or a Mars-ship. Money will also. 
be needed for space-station lifeboats, li e 
capsules which, in an emergency, would al- 
low the crew to get back to earth. : 
Further problems (or opportunities) | 
may be supplied by the space station's role | 
in the greater scheme of things, as a sup 
camp for assaults on the lunar and Ma 
peaks beyond. When the National Sp 
Council presents its plan for turning 
Bush's dreams into affordable—but still 
inspirational— reality, Freedom will play a 
part in it. It is no longer an end in itself; it is - 
part of a larger programme. It must go from | 
being a laboratory-cum-symbol to some- 4 
thing of practical use, some sort of entrepot - 
for moving cargo from earth-to-orbit shut- - 
tles to orbit-to-moon ferries, or even Mars- 
ships. That means flexibility and the capac- 
ity for expansion. Some of that is built in; 
more may be needed. 
The greater plan will add to the space 
station in some ways; it may diminish iti in 
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others. When Freedom was the only thing 
on offer, NASA sold it to Congress on the 
basis that it would provide magnificent 
opportunities for American business, espe- 
cially in the creation of new materials in the 
“microgravity” conditions available in 
space. If America is going to stay in space 
anyway, this (always slightly spurious) justifi- 
cation may be dropped, allowing the empha- 
sis of space-station science to move from the 
material to the biological. 

The study of life-in-space is crucial to 
any attempt to maintain a presence there. 
At the same time, a commitment to main- 
taining that presence means that the oppor- 
tunities for materials research will be around 
whenever anyone wants to take advantage 
of them. The strong case for leaving it to in- 
dustry, as and when industry decides that it 
would be economic to try, is further 
strengthened. And there is a practical ad- 
vantage to reducing materials work. The 
kilns and other apparatus draw heavily on 
the station’s power supply. If the power sup- 
ply is reduced, doing less materials research 
would be the easiest way to cut demand. 

A slimmed-down space station is not a 
bad thing in itself. If it meant more flexibil- 
ity, more scope for growth and less expense, 
and it can be done without irretrievably tar- 
nishing America’s reputation as a reliable 
partner in space, it would be a good idea. 
But if it meant curtailing the possibilities for 
research for the sake of little real saving, 
with the addition of soured relations and a 
sense of failed nerve, it would not be. NASA’s 
success or otherwise in dealing with Free- 
dom will show the world whether or not it is 
capable of bringing America’s aspirations in 
space to fulfilment. At present, there is 
plenty of room for doubt. 





Mayan art 


Lord Kilroy 
was there 


N THE post-Renaissance world the no- 

tion of an artist signing his work is a com- 
monplace. It was not always so. In most an- 
cient traditions the work of art swallowed 
the individual; there was no signature. Until 
recently, artists’ signatures were unknown 
in pre-Columbian cultures of America. Now 
Mr David Stuart, a young scholar of Mayan 
writing, claims to have deciphered the signa- 
tures of Mayan painters and sculptors, rais- 
ing new questions about the structure of 
their society. 

Although Mr Stuart graduated only this 
June from Princeton University, he has for 
some time been recognised as an expert in 
deciphering Mayan hieroglyphs. He won 
one of the five-year MacArthur Fellowships 
—the so-called "genius awards’’—while still 
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in his teens. He is one of a small group of 
epigraphers and archaeologists who have 
been puzzling out the Mayan inscriptions 
painted on pottery, carved in stone and writ- 
ten in bark-paper books. 

The starting-point of Mr Stuart's work 
was a set of hieroglyphs known as the pri- 
mary standard sequence. That sequence, a 
painted inscription commonly found on the 
rims of ceramic vessels, was identified by Dr 
Michael Coe of Yale University in 1973. Dr 
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Note the patrician nose 


Coe concluded from the accompanying 
painted scenes that the standard sequence 
was largely religious or mythological. 

Mr Stuart and others have recently 
shown that the standard sequence is rather 
more mundane: it often includes a pair of 
stereotyped phrases specifying the owner of 
the vessel and its contents (“‘cacao”’, for ex- 
ample). Mr Stuart has now found a third 
phrase that seems to name the artist who 
painted the inscriptions and scenes on the 
pot. This phrase includes the hieroglyph 
that stands for “u ts'ib" (“his painting") fol- 
lowed by a name. 

Mr Stuart exploited his translation of 
the “u ts'ib" phrase to identify the painter 
of a vessel from the city-state of Naranjo as 
"He of Maxam." A subsequent portion of 
the painted text identifies the artist's father 
as the ruling lord of Naranjo. Scholars had 
suspected that some Mayan artists were of 
noble birth, but it was still striking to find a 
king's son inscribing his name on a pot; 
rather like finding a queen's son dabbling in 
architecture. 

Painters were not the only ones to sign 
their work. From carved stone lintels at 
Yaxchilan in Mexico, Mr Stuart has picked 
out the names of two stone carvers: "Hun 
Witsil Chaak," and "Ts'ibal Chaak." These 
artists carved adjoining lintels on the 
Yaxchilan ceremonial compound. Mr Stu- 
art points out that although similar scenes 
are depicted in the two panels—triumphant 
lords and kneeling prisoners—the carving 
styles are quite different. This may be the 
first time that differing styles in pre-Colum- 
bian art have been linked to specific people. 

The names allow scholars to put Mayan 
writing into its social context. The evidence 
shows that there was little distinction be- 
tween the rulers who called for the texts to 
be written and the scribes who composed 








them. The ability to write and make art may 
have been part of what it meant to be a Ma- 
yan noble. But Mr Stuart is wary of 
generalising: the signatures he has deci- 
phered all appear within a period of about 
150 years near the end of the Maya Classic 
Period, which ended around 950 Ap. Fur- 
thermore, the signatures have been found 
only in the western part of the large area in 
Mexico, Guatemala and Honduras that the 
Maya once ruled. 

The appearance of artists’ names late in 
Mayan civilisation seems to have been part 
of a larger pattern of change at the end of 
the Classic period. At about the same time 
Mayan texts first begin to mention com- 
moners, not just rulers; there also seems to 
have been increased warfare among the rival 
city-states. The fact that the signatures ap- 
pear only in one small place and for a short 
time makes them more interesting, not less 
so. After the one brief appearance of signa- 
tures, for 150 years in a small corner of 
Mayan realm, anonymity prevails again. L.. 
derstanding why that is so should shed light 
on the most complex of all the native cul- 
tures of America. 





Custom chips 


Exchanging ideas 


SUNNYVALE, CALIFORNIA 


Tus the first are seldom last, they 
often end up somewhere in the middle. 
In high-technology industries, commercial 
breakthroughs tend to come not to those 
who first think of an idea, but to those who 
add that little something—either by bring- 
ing down costs or souping up performance 
(or both). A good example is Actel, a small 
chip company in Silicon Valley. Actel did 
not invent the idea of chips that can be ' 
signed and made at a desk. But, using 
technology, it has made them more power- 
ful, which is enough to make industry ana- 
lysts enthusiastic. 

Actel is in the business of making cus- 
tom semiconductors. Custom chips can do 
jobs which would normally require many 
different off-the-shelf components, while 
taking up less room, consuming less power, 
working faster and being more reliable. The 
best custom chips are made from scratch to 
meet a customer's particular needs. But 
there are drawbacks to building from 
scratch. Totally new chips take a long time 
to design and test—anything up to two 
years. When product lives are short, that 
can be too long. And design costs a lot, so 
custom chips are viable only when large 
numbers of them are needed. 

To get around these problems, custom- 
chip makers have two ways of sacrificing a 
little freedom to make a “customised” prod- 
uct that is cheap and quickly available, even 
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rom the moment it was introduced in 1939, the 

Wilshire “City Edition” became an instant suc- 
cess. Its unique shape, intricate design and unu- 
sually careful attention to detail enchanted 
everyone who saw it. And while many owned it 
then, today the original Wilshire is highly sought 
after but nearly impossible to find. 


It is for this reason that the Hamilton Watch Com- 


pany is offering you the special opportunity to own 
this investment in time and beauty. The Wilshire is 
the fourth in a series of reproduction timepieces 
presented by the Hamilton Watch Company. The 
previous series sold out shortly after they 

became available. 


ap^ 


A PERFECT REPRODUCTION 


Because of the outstanding success of the Wilshire 


in the 40's, the original toolings were worn away 
during its first issuance. In order to perfect a truly 
faithful reproduction, Hamilton has recast the dies 
from the original watch. 

Each Hamilton watch is carefully handcrafted 
in Lancaster, Pennsylvania today, in the same way 
that the originals were. The Wilshire is an accurate 
design replica of the original 1939 Hamilton model. 
Each watch is individually stamped with a registra- 
tion number and certified as to its authenticity. 

The elegantly rounded case is fitted with curved 
swinging hinges to conform comfortably to your 
wrist. The white face and “Paris Antique" numeruis 
are bordered by a distinctive closed minute track. 
The men's model includes a separate second dial 
at 6 o'clock. 

The Wilshire ladies' model has been for 
the feminine wrist in the style of the original Wilshire 








"PEMIEION CLASSIC EDITIONS 
PROUDLY PRESENTS 


THE WILSHIRE 





Each timepiece is shipped in a deluxe presenta- 

tion box. A very special value, this distinctive watch is 
offered at just $295* each, payable in convenient 
monthly installments. 


THE HAMILTON GUARANTEE 


Since its inception over 95 years ago, Hamilton has 
set the standard for design and technical excellence. 
And while foreign competition grows, styles change 
and traditions die—our standards for excellence 

have never varied. It is with great pride that we offer 
you the Wilshire City Edition. If for any reason you are 
not delighted with your acquisition, you may return it 
within 30 days in the condition in which it was received 


p-— — ——V€— 
Hinges swing freely from rounded, thin case for maximum comfort. 


for a full refund. In the event that the Wilshire City Edi- 
tion sells out prior to the time we receive your order, 

we will notify you immediately and promptly issue you a 
full refund. Because orders are filled on a first come first 
served basis, for fastest service call 1-800-367-4534. 
Call Mon-Fri 8:30 am- 10 pm, Sat 9 am-5 pm eastern 
time. Or, return the coupon below. Orders processed 
immediately. Phone orders will be shipped in 

5-7 business days. 


*Plus $3.50 shipping handling. 
©1989 MBI 





Shown actual size. 


aone cance 


404-8397 





i 47 Richards Avenue 
į Norwalk, Conn. 06857 


| For Fastest Service Call Toll Free: 1-800-367-4534 * 


Y l Please send v wow pA erri is Š 
as a companion to the men’s watch. enti me : 
{tas tobe engraved on back] C] C] 
| Name - 
TRADITIONAL QUALITY cmt fe 
Just as engraving initials was the tradition 
in times gone by, Hamilton is pleased to con- City/State/Zip 
tinue this tradition today by engraving the Mm 
gnature 
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Engraved with up to 3 initials 
number. 


plus registration racy and dependability. 





initials of your choice on the case prior to its 
The case is richly finished with 5 microns 


(All orders subject to acceptance) 


Charge each of 8 equal monthly $3731 installments to my credit card: 





of 18 karat yellow gold. The Wilshire City Edi- C MasterCard VISA [Diners Club [American Express 

tion introduces one significant Exp. 
Credit Card # Date 

over the original watch—a precisely accurate 

Swiss Quartz movement for far greater accu- D poten i fe eM a cd card Od dl Bj By cir aci 


deposit of $99 50* for each watch. | will pay the balance in four 
monthly installments of $49.75 each. ET 
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SCIENCE AND TECHNOLOGY 


if it is not quite as efficient or elegant. The 
first has been to make a chip covered with 
standard logical elements (or gates) but 
without any connections between them. 
The particular connections, which deter- 
mine the chip's function, can then be made 
to the customer's specifications. Such chips, 
called gate arrays, are the largest part of the 
custom-chip market. 

The second approach is to make pro- 
grammable logic devices (PLDs). These also 
have standard gates; but rather than having 
no connections these have all possible con- 
nections built in. Unwanted connections 
are got rid of when fuses embedded in them 
are blown—something which can be done 
by the customer, rather than at the factory. 

Gate arrays allow more complexity. 
They can have up to 1,000 times as many 
logic gates as PLDs. On the other hand, PLDs 
are quicker to make and cost less. Actel has 
found a halfway house—the field-pro- 
grammable gate array (FPGA). The customer 
programs it, and though it does not contain 
as many gates as sophisticated arrays, it can 
have many more than a PLD. 

The secret lies in a new type of fuse. Part 
of the size difficulty in PLDs stems from the 
fact that their fuses take up a lot of space 
that otherwise could be given over to gates. 
Actel uses something many times smaller 
than the normal fuse: an "anti-fuse", so 
called because blowing it makes the connec- 
tion, rather than breaking it. Ten times as 
many anti-fuses can fit on an FPGA as fuses 
on an equivalent PLD. 

In PLDs each wire is committed to carry- 
ing information from one particular gate to 
another. That means a lot of wiring, rather 
as if every telephone in a system had inde- 
pendent connections to all the others. Anti- 
fuses allow the FPGA to be wired more clev- 
erly, more like a real telephone network with 
an exchange. Programming the chip is like 
dialling a number which, once connected, 
cannot be changed. 

There are many advantages. As the 
number of gates on an FPGA goes up, the 
number of wires increases more slowly 
(though the number of anti-fuses goes up 
quickly). As the number goes up on a PLD, 
the number of wires goes up with it, as does 
the amount of power consumed and space 
wasted. The limits of complexity and power- 
consumption for a PLD are soon reached. 
Another advantage of anti-fuses is that only 
396 of them need be blown, rather than 9796 
for fuses. This makes programming reliable 
and quick—about ten minutes from design 
to completion. 

At the moment Actel can get 6,000 
gates on to a chip. By 1993 it should be able 
to squeeze on 12,000. It will then be selling 
into a market worth $500m a year—a mar- 
ket in which its only competitor is Xilinx, 
another Californian company with a slightly 
different technology. The design fee for a 
gate array is $15,000, or more if early designs 
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do not work. FPGA design can be done for 
the cost of a designer's salary once the 
equipment and software have been bought 
for around $25,000, and any number of de- 
signs is possible. For small product runs, 
that makes it ideal—even if it is unoriginal. 
n 





CFCs in cars 


How to keep cool 
in Vermont 


DETROIT 


A SMALLISH metal box con- 
taining a combustion engine 
and several people does be- 
come uncomfortably hot at 
times. So it is hardly surprising 
that Americans, who do not 
like discomfort, have air-con- 
ditioning in over 9096 of their 
cars. There are, as every green-minded 
schoolboy now knows, drawbacks to this: 
most cooling is a bad thing, because it uses 
chlorofluorocarbon (CFC) gases which harm 
the earth's protective ozone layer. Air-con- 
ditioning in cars is perhaps the worst sort 
(the gases are forever leaking out and need 
to be topped up). It is also proving to be one 
of the hardest to replace. 

A few years ago the car industry seemed 
ready to switch from a CFC refrigerant called 
Ri2 to a hydrochlorofluorocarbon which 
does far less damage. Unfortunately it is also 
much less efficient. And it still contains 
ozone-gobbling chlorine, so some carmakers 
feared it too might be banned one day. The 
latest alternative is HFC 134A, which has no 
chlorine. It cannot work with the lubricant 
used with R12, which means that the moving 
parts in today's air-conditioners would need 
to be replaced before it could be used. 

Researchers at Du Pont, America's big- 
gest maker of CFCs and their replacements, 


Running down the dream 


claim that HFC 134A has about 90% of the 
cooling power of R12. But car-industry engi- 
neers say that since they still are not sure 
how to get the most out of the new com- 
pound, the first air-conditioners to make use 
of it could be 4096 less efficient than today's. 
Since it will almost certainly require the use 
of larger compressors and heat exchangers, 
that will rob the engine of horsepower, and 
mean a battle for space in engine compart- 
ments already crammed with turbochargers, 
electronic ignition systems and pollution- 
control devices. 

The conversion of air-conditioning sys- 
tems may also affect car stylists. Making the 
most of the new equipment will require 
more airflow under the bonnet—just the op- 
posite of the aerodynamic shapes that are all 
the rage. Designers have also been making 
more and more use of glass, exacerbating 
what the salesmen might call your very own 
in-car greenhouse effect. 

Most of the big American and Japan 
carmakers say they will make a compl 
switch to HFC 134A, or at least begin phasing 
in the new systems, by the autumn of 1994. 
That will cause problems for drivers in the 
state of Vermont, where CFC car air-condi- 
tioners will be illegal from 1992 onwards. 
Some other states may copy Vermont. 

The typical passenger car or light truck 
stays on the road for around ten years, so 
even after the new HFC 134A systems go on 
sale it will take at least a decade more for the 
last of the old ones to reach the scrapheap. 
During that time CFCs might be banned, or 
cuts in production might leave too little of 
the chemicals for wasteful cars. There are 
several possible fixes. General Motors plans 
to require its dealers to use a special “vam- 
pire" recovery system that will capture and 
recycle CFCs during services. And Du Pont 
is working on a blend of three other refriger- 
ants that can work—albeit not very effi 
ciently—in existing systems until, like CFCs 
themselves, they are retired. 
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Still crazy, after all these years 


THE Rise AND FALL OF FLEET STREET. By Charles Wintour. Century Hutchinson; 271 pages; 


£16.95 


ayy ERS as diverse as Evelyn Waugh 
and David Hare have portrayed Fleet 
Street publishers as megalomaniacs. They 
may have been kind. Perhaps the greatest 
press baron of this century, Alfred Harms- 

th (or Lord Northcliffe, as he had then 

»me) spent his last few days in a hut on 
top of the Duke of Devonshire's house in 
Carlton Gardens, issuing mad instructions 
to his editors in Fleet Street. In 1968 Cecil 
Harmsworth King tried to persuade Lord 
Mountbatten to stage a coup to overthrow 
the Labour government. Lord Beaverbrook, 
the legendary publisher of the Daily Ex- 
press, operated a travelling court of flunkies 
and moved his mistress into his own house. 
Lord Kemsley demanded that the lift at his 
private entrance to Kemsley House was 
open five minutes before he arrived. 

The new media barons—all sane men, 
no doubt—have some of the same charac- 
teristics. The publisher of the Daily Mirror, 
Robert Maxwell, also has a private lift, as 
well as a battalion of secretaries 
to match Beaverbrook’s. Mr 
Maxwell once promised his 
wife that he would win an MC 
(he did), he would recreate a 

ly (he did) and he would 
~me prime minister (he 
hasn't—yet) Even Rupert 
Murdoch, more reticent about 
seeing his own name bandied 
around in print, seems to 
thrive on a level of risk that 
many other businessmen 
would find unacceptable. 

Against this background it 
is hardly surprising that 
Charles Wintour calls Julius 
Salter Elias “the most ordinary 
fellow to run a large newspaper 
empire". Elias, the proprietor 
of the Herald and the People, 
eventually became Lord 
Southwood, in keeping with 
Beaverbrook's idea that “the 
House of Lords is the real and 
rightful Newspaper Propri- 
etors’ Association". But Elias 
never looked the part. He 
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rarely drank wine, was shy of women and his 
idea of fun was a four-week holiday with: his 
wife at a hotel in Eastbourne. 

If all the other proprietors had been like 
Elias, then Mr Wintour, himself a former 
editor of the Evening Standard, would have 
had a difficult job. Instead, their eccentrici- 
ties mean that his book rarely becomes bor- 
ing; indeed, it often seems more like a family 
saga than a business history. Even Mr Mur- 
doch's current empire was started with a 
£5,000 loan to his father from Northcliffe. 
Messrs Maxwell and Murdoch have clashed 
swords more times than JR and Sue Ellen; 
Mr Maxwell once described Mr Murdoch as 
a "moth-eaten, empty-pouched kangaroo”. 

With such larger-than-life figures domi- 
nating the foreground, it was perhaps inev- 
itable that the dull parts of Fleet Street—the 
boring technicalities of running a newspa- 
per—went so far astray. Profit was often less 
important than political power. Indeed, 
Northcliffe told Beaverbrook that he would 
"lose all his money in Fleet 
Street". During the 1930s the 
Herald and the Daily Express 
waged a circulation war which 
The Economist of the day de- 
scribed as "competitive insan- 
ity", where the Herald was 
paying £1 for each new reader. 

The real problem, how- 
ever, was overmanning. In 
1977 Victor Matthews, newly 
installed as proprietor of the 
Daily Expres, decided to 
stand up to the unions with a 
front-page editorial declaring 
“We shall not be moved.” His 
“victory” extended to securing 
"no unauthorised tea-breaks, 
no absence from work without 
authority, no chapel meetings 
during working hours.” 

In the end, the publishers 
could win only by leaving Fleet 
Street. The turning point was 
Mr Murdoch's secret move to 
Wapping—a gamble so auda- 
cious that the unions failed to 


comprehend it. Around 5,000 
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of Mr Murdoch's “workers” lost their job 
and virtually every other newspaper has fol- 
lowed. When the Daily Telegraph moved to 
the Isle of Dogs, it discovered that it nee 
only 54 composing-room staff—a tenth of 
the number it had employed in Fleet Street. 
In August the Daily Mail, the last to leave 
Fleet Street, moved to Kensington. 
Mr Wintour gives only stray clues to th 
most difficult question of all: how to publish 
successful newspapers. The men he has win 
ied were not reticent or humble; they were 
“fired by a divine spark". He judges Lord 
Northcliffe “the most brilliant of them all”, 
and Mr Murdoch "the most complete news- 
paperman of them all". Reading beu 
the lines, the key to success seems to be 
knowing your market and never overesti- 
mating it. Northcliffe, “a man who pos- 
sessed the common mind to an uncommon 
degree", demanded ' ‘larger headlines, small- _ 
er stories." Cecil King's litmus test of good 
Daily Mirror journalism was whether it v 
intelligible to a bus driver's wife in Sheffield 
Mr Murdoch's Sun has built up its lead over 
the Mirror by plumbing new depths. Now ` 
the Sunday Sport, a new "Woman gives 
birth to Dog" comic, makes the Sun seem. 
upmarket. 
The way ahead just might be different. - 
Because the old Fleet Street barons threw 
everything at circulation and disregarded 
costs, it was important to pile on the read- 
ers. Now, with technology bringing down. 
the costs every day, publishers can aim at 
more selective audiences. The outstanding — 
success of the past few years has been the - 
Independent, a new quality daily. The break- 
even point for the new Sunday Correspon- 
dent is a mere 300,000 readers. If it improves 
its slightly dull editorial content, it is in with — 
a chance. 








BOOKS AND ARTS 
Old age 


Being useful 


A FresH Map OF Lire. By Peter Laslett. 
Weidenfeld & Nicolson; 213 pages; 
£16.95 

Workers Versus PENSIONERS. Edited by 
Paul Johnson, Christopher Conrad and Da- 
vid Thomson. Centre for Economic Policy 
Research; 204 pages; £22.50 


ANKIND stands on the threshold of a 

new world, in which between a quar- 

ter and a fifth of the human race will be 65 

or older. Some developed countries—West 

Germany, Switzerland—will enter it in the 

first decade of the next century; others—the 

United States, Ireland—not until mid-cen- 
tury. But all travel in the same direction. 

It is this world that Peter Laslett wants 
to map. His book is both an attempt to set it 
in an historical context, and a plea for a new 
attitude to the old, especially to those in 
what he calls the “Third Age"—the period 
between employment (the "Second Age") 
and final decline. To the first task, he brings 
the skills of the historical sociologist; to the 
second, he brings all the passion of an artic- 
ulate 74-year-old. 

Britain now belongs to a continent with 
roughly double the world's average propor- 
tion of old, and to a region of that continent 
with 2!2 times the world average. America 
has gone less grey but worried about it more: 
"perhaps natural in a country so very anx- 
ious to be young,” says Mr Laslett waspishly. 
The most striking novelty is the rise in life 
expectancy. In the early 1880s, Mr Laslett 
points out, life expectancy for both sexes in 
England was 43. Only three or four third- 
world countries today have such a low 
figure. 

Neither society as a whole, nor individ- 
uals, have really grasped this change. Society 
has long admired youth, and felt embar- 
rassed by old age. Poets offer little inspira- 
tion, although Mr Laslett quotes with ap- 
proval Robert Browning's "Rabbi Ben 
Ezra": "Grow old along with me; The best is 
yet to be.’’) The elderly themselves have no 
role models. In some ways, their lives are 
more similar to those of their ancestors than 
they may think: the English have never 
tended to live in extended families. In other 
ways, their lives are traumatically different. 
People today lose almost all their friends in 
the final quarter of their lives. Up to the 
middle of the nineteenth century, those in 
their 30s and 40s lost their contemporaries 
as fast as those in their 50s and 60s. Now 
“those in the Third and Fourth Ages", says 
Mr Laslett, “do almost all the dying." 

People find it hard to plan for old age 
financially, and harder still to plan to keep 
busy. Mr Laslett deplores the indolence 
forced on the old by lack of education and 
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Back to work for you lot 


lack of opportunity. He wants society to take 
seriously the need to give the old a chance to 
work, and the old to take seriously their con- 
tinuing responsibilities to society. 

"Workers Versus Pensioners”, a less 
emotional book, tells much the same tale. 
David Thomson describes how the "welfare 
generation", a broad age group that reached 
adulthood during and just after the second 
world war, secured for itself in many indus- 
trial countries the main benefits of the new 
welfare state. When their families were 
young, these people enjoyed subsidised 
housing, child benefits and education. Now 
that they are reaching the Third Age, they 
enjoy large state pensions. Meanwhile, 
young families are getting poorer; and at the 
same time governments have been redraw- 
ing the rules of state pensions to make them 








less generous in future. Young adults may 
become increasingly reluctant to pay for “a 
lifetime welfare state which they themselves 
will never inhabit”. 

Add to that dilemma the growing short- 
age of young workers, and the economic 
pressures to find ways of bringing older peo- 
ple back to work seem unstoppable. It 
not be easy: a study by Francoise Cribie 
two generations of retired old people in 
Paris shows how quickly the old have come 
to take for granted a long and affluent pe- 
riod of retirement. The old folks that Mr 
Laslett wants to educate and motivate may 
turn out to have been the lucky scions of a 
golden age of pensions. Their children may 
pass, as their grandparents did, quickly from 
the Second Age to the Fourth. 











HROUGHOUT its past long decade 
of decline, the hard left of the British 
Labour party has suffered from a dearth 
of serious economic thinking. BEYOND 
THE CAsiNO EcoNOMY* helps to fill that 
gap, assembling the best arguments for 
an alternative to market-based econom- 
ics. The arguments remain unconvinc- 
ing, but the book's merit is to question 
many ideas currently fashionable on the 
left and centre of British politics. 
"Post-Fordism", the theory that 
modern production is increasingly aimed 
at specialised markets and based on flexi- 
ble small units, is boldly challenged. In 
many growth industries, such as telecom- 
munications and electronics, the compa- 
nies are getting bigger—which, for the 
authors, makes them riper for state inter- 
vention. They float a number of new 
ideas, such as the provision by a 
renationalised British Telecom of a sin- 
gle, national grid of fibre-optic cable to 
handle Britain's telecommunications 
and broadcasting. This universal service 
would prevent the creation of informa- 
tion-rich and information-poor classes. 
Too much of the book, however, is 





Not the Free Market 


unadventurous, rehashing the early 
1970s strategy of nationalisation, plan- 
ning and import controls. Old-fash- 
ioned, to be sure, but in how many other 
countries with an annual trade deficit of 
$40 billion would pleas for import con- 
trols be confined to an insignificat 
fringe of one party? Since one of the au- 
thors is a senior official in the European 
Commission, the book's nationalist em- 
phasis on the need for each country to 
foster its own set of core industries is sur- 
prising. Britain's export of capital in the 
1980s is seen as a bad thing, yet the cur- 
rent-account surplus made it inevitable. 
The chapter on the City highlights 
the authors'—and the hard left's—in- 
comprehension of private firms and mar- 
kets. In their confused belief that the 
Euromarkets are to blame for currency 
instability, the authors propose closing 
them down and abolishing the City's in- 
ternational role. While the hard left 
preaches such job-destructive policies, its 
continuing decline is assured. 





*By Nicholas Costello, Jonathan Michie and Seumas 
Milne. Verso; 303 pages; £24.95 and £8.95 (paper) 
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The future of business communications 
lies along the highways of high speed digital 
services. Timeplex, the innovator in data 
communications for more than 20 years, can 
provide you with a gateway to the integrated 

ommunications highways 

Timeplex is committed to your future 
with our philosophy of Systems Connectivity 
Architecture to allow transparent connection 
of diverse devices - within hybrid networks 
of public and private services - to fully 
integrate all your data, fax. voice, video and 
image communications. SCA also provides a 
clear migratory path from local to wide area 


networks, allowing your Timeplex network to 
grow with your business 

We invest heavily in Research and 
Development to bring you new products and 
systems - always compatible with existing 
Timeplex products and other manufacturers 
systems - to protect your investment and 
help you stay ahead 

Our renowned training and 
maintenance programmes keep your 
Timeplex networks running at their most 
effective and we assign your own Account 
Manager to provide a single point of contact 
with Timeplex 


With an international network of 
Timeplex offices and distributors, you can 
be sure of our full support wherever you are 
Call your nearest Timeplex contact for your 
gateway to the communications future 

United Kingdom (0753) 43559 
Brussels (32) 273 49703, Australia 
(61) 2 957 1660, Hong Kong (852) 583 36848 
USA (201)391-1111 


Timeslex< 


YOUR GATEWAY TO COMMUNICATIONS HIGHWAYS 





TIMEPLEX. YOUR GATEWAY TO THE 
COMMUNICATIONS FUTURE 





When things are difficult, 
we simply practice until they’re 
second nature. 








In today's overcrowded skies, pilots cannot afford 
to get into difficulties. 

Therefore, we firstly practical all new — as well as 
critical — situations on the ground. In the flight 
simulator. Until everything runs smoothly. All 

174 airports to which we fly are stored in the simu- 
lation computer. We have simulators for all types 
of aircraft in service with Lufthansa. On average, 
each simulator is in use for over 4,000 flying hours 
every year. Because, as we said, we simply prac- 
tice until coping with difficult situations is second 
nature. And that's something you can count on. 


McCANN-ERICKSON 


© Lufthansa 










-BERNARD SHAw. THE Pursurr or Power 
1898-1918. By Michael Holroyd. Chatto & 
Windus; 422 pages; £18. Random House; 
| $24.95 


N THE first volume of his enormous bio- 
A graphy, Michael Holroyd took George 
Bernard Shaw from his Dublin cradle to 
_ London. There, building on a family inheri- 
. tance of eccentricity, Shaw became a literary 
_ figure noted more for what he did and said 
_ than for what he wrote. Mr Holroyd's sec- 
. ond volume sees him set in a conveniently 
symbiotic marriage, barely obtruding on 
other liaisons, while he becomes pre-emi- 
< nent asa playwright and political theorist. 
^. Shaw. was all brain. His plays are in- 
éd By, and express, cerebral concepts, 
flesh and blood; his socialism smacks 
more of intellectual symmetry than of feel- 
ings for people; even his attitude to music is 
schematic rather than aesthetic. “When 
William. Archer first noticed Shaw in the 
Reading Room of the British Museum", 
"writes Mr Holroyd, "he observed how the 
young Dubliner was balancing Deville's 
_ French translation of ‘Das Kapital’ against 
the orchestral score of ‘Tristan und Isolde’.” 
Such qualities made Shaw at once fasci- 
, nating and off-putting. A compelling, pro- 
‘vocative speaker, he became a kind of one- 
, man political cabaret, never failing to draw 
_ large audiences and appealing, it seemed, es- 
< pecially to clever but otherwise under-devel- 
oped young minds. A prolific and discursive 
letter-writer, he once challenged Tolstoy 
about his views on God; Tolstoy was infuri- 
ated by his "intelligent stupidities”’, a phrase 
which may hit at the essence of Shaw. Dur- 
` “he first world war, when the press was 
: ' thear Shaw's views (they tended to 
' tne pro-German), he obliged with advice to 
soldiers of the opposing armies to "shoot 
their officers and go home”. Henry James, 
who had just become a British citizen, 
Claimed that he had not been able to read 
Shaw's. "Common Sense" (his views on 
: war) because “his horrible flippancy revolts 
qne". 
~- There were other sides to Shaw. He was 
tourageous and tenacious; he had a kind of 
< perverse consistency that enabled him to 
tide out all adversity; and, surprisingly, 
„alongside an “Everest of Vanity" (in 1906 
_ Shaw sat for Rodin to make a bust of him), 
“he could show great kindness. It remains 
doubtful whether this essentially superficial 
‘tan deserves two thick volumes of biogra- 
"phy with another to come; but when done 
-bya masterly biographer, making analyses of 
both Shaw and his work that are invariably 
intelligent, the answer is probably yes. 
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WASHINGTON, DC 


UFFETTED in the past few months as 

never before, freedom of artistic ex- 
pression in America now seems to be safe: or 
safe for a bit. An amendment introduced 
last summer by Senator Jesse Helms of 
North Carolina, seeking to ban financing by 
the National Endowment for the Arts for 
what the senator calls “immoral trash", was 
mostly rejected on September 29th by a con- 
ference committee of the Senate and the 
House of Representatives. The committee, 
after a “most acrimonious” session, unani- 
mously agreed to place a temporary restric- 
tion on NEA financing for art determined to 
be obscene; but it rejected Mr Helms's pro- 
posal to ban the financing of any art consid- 
eted indecent, or offensive to one group or 


-another. Even the definition of “obscene” 


was a kind one, taken from a 1973 decision 
of the Supreme Court: according to this, 
even a “patently offensive portrayal of spe- 
cific sexual conduct” may be redeemed if it 
has “serious literary, artistic, political or sci- 
entific value". Under that broad brush, art- 
ists-should be able to get away with most 
things. 

The works of art that revolted Mr 
Helms, and others, included a photograph 
by Andres Serrano of a crucifix submerged 
in the artist's urine, entitled “Piss Christ”, 
and the homoerotic photographs of the late 
Robert Mapplethorpe. Mr Serrano had re- 
ceived a fellowship award from the South- 
eastern Centre for Contemporary Art; the 
travelling exhibition of Mapplethorpe's 
work, organised by the University of Penn- 
sylvania's Institute of Contemporary Art, 
had been partly financed with money from 
the NEA. If the NEA wants to give grants to 
the SCCA and the Ica in future, it will have 


Art and outrage in the nation's capital 


No sex please, we're American 
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to clear them with Congress: an outrageous 
power-play on Congress's part, bu 

than the alternative, which was to lose ti 
money entirely. SEND 

The conference committee's decis 
got past the House easily on October 
but nobody cared to predict how it wou 
fare in the Senate. Arts financing, despite 
tiny budget, has become a bloody battl 
ground between competing ideologies, wi 
art caught in the middle. And yet it migh 
never have happened; both th 
Mapplethorpe and Serrano works had been 
exhibited across the country without in 
dent or complaint, until the Rev Donald 
Wildmon (who also organised protests 
against "The Last Temptation of Christ") 
began a letter-writing campaign against the 
use of tax dollars for the Serrano after the 
exhibition had closed. 

It was this curiosity of timing, more the 
anything, that trapped Washington's Co 
coran Gallery of Art. The Corcoran ha 
booked the Mapplethorpe exhibition í 
1987; when the rumblings from Congr 
became thunderous this summer, the exh: 
bition was cancelled. This show of spineless- 
ness (dressed up by the new director, Ch 
tina Orr-Cahall, as "maintaining an 
apolitical position") made matters much 
worse. Artists’ boycotts of the museum hà 
forced the cancellation of at least two ex 
bitions; one artist, Lowell Nesbitt, has writ- 
ten the Corcoran out of his will; and to date 
three members of the staff have resigned, i 
cluding the highly respected chief curator. 
Last week, despite a series of fence-mending 
measures, the Corcoran’s staff by a show of 
hands called for the director’s resignatio 
A commission is to report on her fate witht 









BOOKS AND ARTS 
four months. 
What thinks the man in the street? 
When the Corcoran cancelled the 
Mapplethorpe exhibition, the tiny Wash- 
ington Project for the Arts took the show 
on; by the time it closed, in mid-August, 
more than 48,000 of the curious had trailed 
through. Despite that, and despite the tem- 
porary reprieve for the NEA, there are clear 
‘indications of a growing intolerance for 
“sexually offensive” things. This summer 
“about an inch” was cut off the exposed pe- 
iis of a sculpture in a park in Arlington, 
Virginia, by a project director for the coun- 
ty's Sculpture in the Parks programme. 
à e was no way the Arlington commu- 
would accept obvious male genitalia", 
was the excuse. In the past week Senator 
William Armstrong, a Republican from Col- 
-orado, has urged the White House to make 
an even unkinder cut: to ban the sale of 
“Playboy” and "Penthouse" in American 
military bases. 

"People are questioning the morality of 
the nation", says the executive director of 
the American Arts Alliance, “and a lot of 
the concerns about the endowment have 
- nothing to do with the endowment. They 
have to do with society in general." As if re- 
discovering its puritanical roots, the country 
seems to be gathering its skirts and, with a 
cry of indignation, squealing: “No sex, 
please. We're American." 
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Damned if they 
Bb 5. 


COPENHAGEN 


HE Swedish Academy, which awards 

the Nobel prize for literature, appears to 
have made literary merit only one of the two 
chief criteria to be judged when choosing 
the winner. The other is political insipid- 
ness. So afraid is the academy of compromis- 
ing its impartial reputation that, last spring, 
it could not even bring itself to issue a clear 
statement condemning Ayatollah Khomei- 
ni's call for the murder of Salman Rushdie. 
The strongest wording the 18 members 
could muster was a mumble that it ought to 
be obvious that the academy “cannot accept 
attempts to suppress freedom of speech”. 

This wording has now proved too bland 
for some members, too, and it has sparked 
off one of the worst disputes since the acad- 
emy was established over 200 years ago. 
Three members have resigned: Kerstin Ek- 
man, a novelist and one of the two woman 
members, Professor Lars Gyllensten, a nov- 
elist and former secretary of the academy, 
and Werner Aspenstróm, a poet. The other 
15 members of the academy, however, have 
told the three that the statutes do not allow 
them to resign. The deviant three remain 


listed as "non-attending members", a device 
that spares the academy the tricky job of 
finding replacements. Several possible can- 
didates have expressed the opinion that, as 
things stand, no honourable person could 
accept an invitation to join. 

Academic quarrels often boil down to 
personal grudges, but Mr Gyllensten will 
have none of this. It is, he contends, a policy 
problem. The conciliation and appeasement 
which, in his view, marked the academy's 
statement on the Rushdie affair are incom- 
patible with the best traditions of the acad- 
emy. As he put it in a letter to the press, 
“Most authors are politically engaged or can 
be seen as being so—many strongly and 
controversially. It will be impossible to make 
good Nobel awards if the academy, out of 
fear of being regarded as political, imposes 
on itself an attitude which is so cautious as 
to be meaningless.” 

Of course, the academy can show Mr 
Gyllensten’s fears to be misplaced by n 
ing a politically controversial choice for .... 
1989 prize. But if they do, the assumption 
will be that they are thumbing their noses at 
those who have resigned; few will think it is 
because they like an author's books. If they 
make the usual “safe” choice, on the other 
hand, they will be condemned as a bunch of 
boobies. No wonder candidates for mem- 
bership of the academy are rushing to say 
they are not available. 





The hyping of Kenneth 


ONSPICUOUS achievements of the 

young English actor Kenneth 
Branagh (are there any, one wonders, that 
are inconspicuous?) include a BBC televi- 
sion series, “The Fortunes of War”; 
highly acclaimed performances of Hamlet 
and Henry V; the title role in a new film of 
“Henry V", opening this week; and a pre- 
sumptuously titled and hastily written bio- 
graphy, “Beginning’’*, out last week. In 
1987, rejecting early fame at the Royal 
Shakespeare Company, he founded the 
Renaissance Theatre Company, his own 
unconventional assembly of the foremost 
Shakespearean actors; the company has 
given Judi Dench and Anthony Hopkins, 
among others, their first stab at directing. 
All in all, the Branagh list is remarkable, 
even sickening. He is still not 29. 

Now that he is a pin-up, with glossy 
magazines elbowing to interview him, it 
may be time for a pause. He admits that he 
has overstretched himself. For two years 
he has held down three full-time jobs— 
managing, acting and directing—simulta- 
neously. His company is short of money. 
It was this that impelled him into writing, 
for a £50,000 advance, an impetuous tor- 





Just a reminder 


rent of anecdote that conveys brilliantly, 
if none too smoothly, the pace and des- 
peration of a young actor's life. The im- 
pression Mr Branagh gives his readers is 
that good luck and a good nerve are the 
foundations of his talent. Playing Henry V 
in 1984, Mr Branagh was bold enough to 
ask Prince Charles to illuminate the feel- 
ings of a prince. His subsequent perfor- 
mance was a triumph, and Prince Charles 
is now patron of his company. 


If Mr Branagh is to be the next Olivier, 
as critics have already suggested, he now 
needs to concentrate his energies. This is 
easier said than done; he is fast becoming 
an institution. “Napoleon”, for example, 
an immensely witty and superficial one- 
man play that is just transferring to the 
West End, boasts that it is “Directed by 
Kenneth Branagh” in letters every bit a° 
high as those for the star, John Session 
Mr Branagh admits that his role was lim- 
ited to toning Mr Sessions down, “playing 
the thick fourth-former"', in effect, “to 
John's PhD”. 

Mr Branagh is well aware of the dan- 
gers of name-merchandising. “It is clear to 
me in retrospect”, he writes, 

that my success has not been accompanied 
by any real sense of sustained enjoyment or 
achievement. | have never given myself a 
chance to make any serious assessment of my 
work, and I have thus denied myself many 
chances to improve as an actor, which now 
stands as my primary concern. 


Can he keep it so? Adrian Noble, a direc- 
tor at the RSC, once warned Mr Branagh 
in rehearsal "to try less hard to be liked". 
Being liked, however, is what makes ac- 
tors tick. 





PENN STATE UNIVERSITY 


Department of 
Economics 


The Department invites applications for tenure-track positions to 
be filled beginning Fall Semester, 1990. We will consider highly 
qualified candidates in all fields of economics. All candidates 
should have a strong interest in research and a commitment to 
excellence in teaching. Responsibilities include teaching at the 
"undergraduate and graduate levels, research and publication, 
supervising dissertations, and advising students. Applicants who 
“will complete ail requirements for the doctorate before the 
| effective date of appointment will be eligible for consideration for 
. appointment at the rank of Assistant Professor. Salary:dependent 
on qualifications and experience. 


~ Send curriculum vitae and a sample of your recent research. 

` Please arrange to have letters sent to us by three references. 
The application deadline Is December 18, 1989. Contact James 
_D. Rodgers, 613 Kern Graduate Bullding, Box K, The Pennsylva- 

“nla State University, University Park, PA 16802. An Affirmative 
Actlon/Equal Opportunity mers Women and minorities are 
encouraged to apply. 


v. FOOD STUDIES GROUP 
I S€ INTERNATIONAL DEVELOPMENT CENTRE 
QUEEN ELIZABETH HOUSE 
OE UNIVERSITY OF OXFORD 


Economist for Link Programme 
with the Economics Faculty, 
Eduardo Mondlane University 


FSG is recruiting an Economist to play the central role in a 
newly established link between FSG and the Faculty of 
Economics, Eduardo Mondlane University, Maputo. The aim 
of the link is to support the development of institutional 
capacity in Mozambique to carry out policy related research in 
food and agriculture. This is a challenging opportunity as 
‘Mozambique is currently in a period of rapid economic 
change. The Faculty's expanding research programme is 
likely to reflect important current issues both at macro and 
micro levels. 


The Link Programme also involves short term specialist FSG 
support for research and training. The successful applicant 
will be-based in the Maputo Faculty and will be required to 
provide on-site liaison between FSG and the Faculty. 


Candidates should have a good academic background, 
university teaching experience, well-developed quantitative 
Skills and a proven and relevant research record. A second 
degree in Economics or a related subject is essential and 
doctoral qualifications desirable. Fluency in Portuguese 
bii hed a major asset though most work will be carried out in 
Englis 


The successful candidate will receive a three-year contract 
with Oxford University in the first instance. Salary will be 
according to age and experience within the academic-related 
scale RSIA £10,458-£16,665. In addition free accommoda- 
tion and a generous living allowance will be provided in 
*. Maputo. The Food Studies Group is prepared to offer 
1 Portuguese language training if required. 


For further details, please telephone (0865) 27026172. "Ma i 
to the Group Director, Food Studies Group, Queen E 

House, 21 St Giles, Oxford OX1 3LA, with CV and ie names 
of three referees, by 10 November 1989. 


AN EQUAL OPPORTUNITY EMPLOYER 


"OCTOBER 73889 


APPOINTME J 


CHIEF EXECUTIVE'S DEPARTA Fe 
ECONOMIC DEVELOPMENT IN WALSALL 

Following o teview of is economic development activities Walsall 
Council s undertaking a major expansion of its. Econ Development 
Unit to meet the opportunities and chollenges of the 1901 
of 20 professional stoff and substantial budgets ro m 
is determined ro make o significant impact on rec 
unemployment. : 
The main priorities of the Councils strategy ore to 

people by helping local businesses to develop € 
assisting disodvontoged groups to fund employm 
and other meues "ee Unit also r d maip Exe 


ond research octivinies of the pa and for he develo ias 
economic policy initiative: The major tasks of the teo: 


database of local companies, oversee rhe productior 

bulletin, undertake the development of key policy in 

those relating ro 1992, and develop the Unit's computer systems. 
You should possess, at least. a fist degree in economics oro rel loed 
subject. Several years experience of economic research; policy 
development. relevant computer applications and/or project: 
monogement is essential 


TRAINING INITIATIVES TEAM 


ECONOMIC DEVELOPMENT — 
OFFICER (TRAINING INITIATIVES) 


Ref: CE.159 
Up to £16,745 + essential car user allowance 


You will be responsible, to the ream leader, for rhe development of the 
Councils training strategy and for the esrablishmenr and suppor of 
training initiatives designed to meer rhe needs of local employers and 
disadvantaged groups. You will also have o major role in the co- 
ordination of the Councils ESF submissions. 

Appropriate experience and achievement is more important than 
formal qualifications. You should hove a deor understanding of current. 
training issues ond experience of identifying training needs and 
translating them into practical solutions. 


Persons wishing ro Job Share either of the above vocancies will be 
given positive consideration. 


Walsall is a thriving centre of activitiy. with o wide range of housing 
schools. award winning shopping developments and leisure facilities. 
Add to that o rood and motorway network that allow easy access to. 
any area of the country, with miles of open countryside and greenbelt | 
surrounding the rown. ond you'll find Walsall. with irs sense of history: 
ond plons for rhe furure. an ortractive place to borh live and work, 


Lost dore for the receipt of completed applications 
23rd October. 1989. 
Application forms and further details from: (CVs will not be — 
accepted) Personnel Dept., P.M.S.U., Civic Centre, Darwall Street, 
Walsall W541 1TP, quoting job title and reference number. 
Tei: Walsall (0922) 652202. 


VALS/AL L MBC 


working towards equal opportunities 









PPOINTMENTS 














qu University of Surrey specialisations will be considered. 
THE AMERICAN UNIVERSITY IN CAIRO y l y Informal enquiries may be made by 
E 3 F lt Department of Economics contacting Professor Graham Bird on 
conomi cs a cu y LECTURER IN ECONOMICS ‘Guildford (0483) 509325. Further par- 





, ticulars are available from the Academ- 
The Department has a vacancy under ic Registrar (AA). University of Surrey, 
the NAAS tenable from 1 January ^ Guildford GU2 5XH, or by telephoning 
1990. The Department is looking foren Guildford (0483) 509279. Applications 
enthusiastic person who will makea fom men and women, in the form of a 
strong contribution to teaching and curriculur vitae (twò copies), including 
research. the names and addresses of three 
Teaching specialisation should ideally referees, should be sent to the above 
be in the area of business and financia! address by Friday, 27. October, 1989, 
economics but applicants with other quoting the reference number 88BE. 


wo openings for Assistant, Associate, or Full Professors to teach, in English, 
A and MA-level courses. One would teach such courses as intermediate 
acro and micro, agricultural economics, econometrics, mathematical eco- 
omies, public finance, project evaluation, research methods, applied econo- 
metrics; and the other, methodology in economics, economic philosophy, 
omparative economic systems, and current macroeconomic issues. Teaching 
jad is three courses per semester. PhD required. Two-year appointments 
renewable} begin September 1990. Rank. salary according to qualifications 
ind experience. For expatriates, housing. roundtrip air travel, plus schooling 
ir two children included. 

(rite with curriculum vitae to Dean George H. Gibson, The American 


University in Cairo, 866 United Nations Plaza, Suite 517, New York, New 
ork 10017, before 1 December 1989. 






















exciting time to join us 


Forecasting Analyst 
BRIGHTON To £19,500 


Seeboard supplies electricity 24 hours a day to nearly two 
million customers in South East England. With the 
forthcoming privatisation of Electricity supply, we have set up 
a Forecasting Group in our Corporate Strategy Directorate. 


The group is responsible for forecasting and analysis of 
electricity and energy markets both nationally and regionally. 
The forecasts it produces will be used in the Board's day-to- 
day operations and in its planning. 

The Forecasting Analyst will play an important part in this 
exciting and challenging work. A good Honours Degree in 
Economics, Mathematics, Engineering or a similar discipline 
is essential and experience in Forecasting and Analytical 
techniques would be an advantage. The post provides an 
excellent career move with the prospect of future 
development either in Forecasting or in other areas of the 
Board's activities. 

In addition to an attractive salary, we offer many other 
benefits including a very pleasant coastai location in which to 
live and work. Assistance with relocation may be available for 
the successful applicant. 


Please apply in writing giving full career details to the Administra- 
tion Director & Secretary, Seeboard, Grand Avenue, Hove, East 
Sussex BN3 2LS, quoting vacancy no. 2579. Closing date: 24th 
October 1989. 


SEEBOARD 


Doing a power of good. 












There couldn't be a more 















































Research 


k DIRECTOR 
- MANUFACTURING 
.. .FORUM 
| National Academy of 
Engineering & —.— 
National Academy of 
Sciences 


The NAE and the NAS are 
seeking a Director of the 
Manufacturing Forum 
which will promote interac- 
tion. among . the highest 
levels of Corporations, gov- 
ernment and universities on 
matters of importance to the 
manufacturing sector. Re- 
sponsibilities. include: plan- 
ning and supporting Forum 
work, preparing reports in 
conjunction with experts, 
and. dissemination activi- 
ties. Requires demonstrated 
ability to review and ana- 
lyse technical literature and 
data and excellent commu- 
nication. skills. Unique op- 
portunity to participate. in 
creating and building an ac- 
tivity of national visibility 
and importance. Candi- 
.dates should have a PhD or 
equivalent with at least 6-10 
years of experience in in- 
dustrial management, man- 
ufacturing planning and 
analysis, or economic or 
policy analysis with a focus 
on- production. systems or 
technology policy, We offer 
a salary commensurate with 
experience: and an excep- 
tional benefits package. 
Send résumé in confidence 
qie Director, NAE Program 

Office (NAS 304-BG), 2101 
4 itution- Avenue; NW, 
hington; "DC “20418. 







































| APPOINTMENTS 


: University of London 
The London School of Economics and Political Science 


| INSTITUTE OF MANAGEMENT 
Chair in Management 


jd Applications are invited for the above newly established Chair at the London 
School of Economics. The holder of the Chair will act as: Director of the School's 
new Institute of Management and will be expected to play.a key role in the setting 
up and development of the Institute. Drawing on the School's strengths in the 
social and human sciences, che aim of the Institute is to provide a focus in the 
;;, School for the careful. and serious study of management, with particular emphasis 
being given. to its international aspects. The Institute will undertake and co- 
© ordinate undergraduate and postgraduate teaching, research and short courses in 
the area of business and management studies. Applications are welcome from 
candidates in.the social sciences with interests in any area of management who 
“would be interested in leading this new initiative. 


Further particulars for this post are available from the Staffing Officer, The 
London School of Economics and Political Science, Houghton Street, 
"bo London WC2A 2AE. Applicants should submit eight copies of a full 

|. curriculum viate together with the names of three referees to the Staffing 
Officer, London School of Economics and Political Science. Closing date 































for applications 20 November 1989. 


. TERNATIONAL 


MAGNIFICENT 1BEDROOMED FLAT, 
i tree-lined street, near centre of 
'"London. Available immediately. Mini- 
< mum:2 months. Call (201) 944-8076. 


















4 Mf you wish to buy an excellent 
wE property (farmhouse or manor) in 
Normandy, Perche or Touraine 
‘and wish for a personal guided 
“tour over. a weekend, plus a 
native to negotiate for you, look 
(| after your interests through all the 
: | legal procedures, why not contact 
me on 010-33-1-3451-4478. 

















SPAIN 
COSTA DEL SOL 


EXCELLENT 
OPPORTUNITY 


[A luxury. villa in prime position 
_] with fantastic sea and mountain 
views. Two minutes from the vil- 
lage. of Mijas, and 30 minutes 
from the Malaga Airport... 
Big entrance, lounge/dining room 
85 square metres, study, big ter- 
face, kitchen, laundry, maids 
room/bathroom own entrance. 
3 bedrooms, 2 bathrooms, guest- 
Toon own entrance. 
Swimming pool, double built in 
«garage, alarm system. Plot 1,500 
“Square metres, built 400 square 
: metres, 
| Residence Vastgoed. Interna- 
tional Commercial and Residen- 
tial Realestate. Bergstraat 135 
$6811 LG, Arnhem, Holland. Tel: 
1031-85420475. Fax: 427629. Ap- 
partado 6 Mijas (Mala), Spain. 
Tek 34-52485834. Fax 485470. 
Contact Roland Wortelboer. 
























































NUFFIELD COLLEGE 
OXFORD 0X1 INF 


PRIZE 
RESEARCH 
FELLOWSHIPS 


Applications are invited from graduates wish- 
ing to undertake research in some aspect of 
Economics, Politics, Sociology (including some 
aspects of Social Psychology), Recent Econom- 
ic, Social or Political History, Industrial Rela- 
tions, Management Stadies, Public and Social 
Administration, or ‘International Relations. 
Candidates must be not more than five years 
beyond first graduation or at a comparable 
stage in their academic career, The Fellow- 
ships will be for three years subject to comple- 
tion of a doctorate in an approved period; and 
will provide accommodation and a salary or 
grant. Particulars from the Admissions Secre- 
tary. Applications by 28 October 1989. 
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POLYTECHNIC 
ECONOMETRICS 


OF ECONOMICS 


being sought. 


An Equal Opportunity Employer. 


G 


gy LEICESTER 


LEICESTER BUSINESS SCHOOL 


MN 









US CORRESPONDENT 
Airline Business, the authoritative international 


business journal for the World's airline industry, is 
seeking a Washington DC based Correspondent. 


Initially, you will be based in the UK for 


approximately six months, during which time you | 


will be given the opportunity to research and 


write news and features stories on all sectors of 


the industry. 


You will ideally have at least three years 
business writing experience, strong 


communications skills, and the commitment and t 
dedication to make a success of this key position. : 


For further information, please telephone 


Richard Whitaker, Managing Editor — Airline’ ^ 


Business on 01-661 3758. 


Applications should be sent to: 
Marian Rutley 


Personnel Manager 


Reed Transport Magazines | 


Quadrant House 
The Quadrant 


REED BUSINESS surrey 5M2 5As. 


PUBLISHING 
GROUP 





Salary up to £18,549 p.a. (under review) 


The Department of Economics conducts a well-established BA in Economics. — 
A vacancy has arisen for an experienced econometrician to teach courses at 
second and third-year level. The successful candidate will also have the 
opportunity to contribute to the various economic specialisms offered by the 
Department. Applicants with teaching experience and research potential are 


Informal inquiries may be directed to Dr. P. A. Riach, who is Head of 
Department, on Leicester (0533) 551551 ext. 3712. 


For further details contact: The Personnel Department, Leicester Polytechnic, 
PO Box 143, Leicester LE1 9BH. Telephone Leicester (0533) 551551 ext. 2593. 


Closing date: 20th October 1989. 

















‘SENIOR LECTURESHIP IN DEPARTMENT 
















TTOLNTMENIS 


SENIOR FORECASTER 
ECONOMIC AND SALES FORECASTING 


MAIDENHEAD, BERKSHIRE 
SALARY £19,000 - £23,000 PER ANNUM 


Southern Electric serves 2.4 million 
customers in an area of 6,550 square miles 
with an annual turnover of £1,300 million. It 
is one of the largest Electricity Boards and 
will be privatised under the legislation 
recently passed in Parliament. 


To help meet the opportunities and 
challenges this will bring, we require a Senior 
Forecaster to work as part of our Economic 
and Sales Forecasting Team based at our 
"Head Office near Maidenhead. The main 
duties will be in the field of electricity sales 
and energy demand forecasting. 


Candidates should have a degree or 
equivalent in Economics or Mathematics 


and as a senior meiiber of the team will be 
expected to have experience in the field of 
energy forecasting. 


Please reply by sending a current C.V. 
including present salary quoting 53/89 to | 
Toria Bennett, Personnel Section, Southern 
Electric, Littlewick Green, Maidenhead, 
Berkshire, SL6 3QB by no later than Monday 
October 30, 1989. 


As the local electricity business serving over 
5.3 million people living in central southern 
England, all of us at Southern Electric have 
a tremendous responsibility to our 
customers. 


Could you play a vital role in our team? 





P uu < 


UROMONITOR 


EUROPEAN/UK-BASED 
INDUSTRY ANALYSTS 


Required for expanding European research net- 
work. Applications are invited from analysts ex- 
perienced in consumer research to conduct trade 
interviews/desk research and prepare market re- 
ports. Languages essential. Numerous full time 
and freelance opportunities available. 


Apply with CV to Wendy Brooke, Euromonitor 
Publications Ltd, 87-88 Turnmill Street, London 
EC1 5QU. 


ww" SOUTHERN 


S DELECTRIC 


KENYA AIRWAYS LIMITED — NAIROBI 
ADVERTISEMENT FOR THE POSITION OF 


GENERAL MANAGER FINANCE 
Nairobi Attractive Package Company Car & House 
Kenya Airways, the national airline of Kenya, seeks a General Manager 
Finance as part of its programme to strengthen its senior Management. 


The successful candidate will bea graduate with accounting and finance 
qualifications, aged between 40 and 50, with proven experience of at least 10 


years in the fields of planning, budget and financial management of an : 


international airline. 

Piease apply in strict confidence, enclosing a detailed CV to: 

Joseph W. N. Nyagah, Managing Director, PO. Box 19002, 
Nairobi, Kenya: 


APTO IMENT, WANTED | H 


BA (hons), MBA, MIPM 


Male, aid 3 32, Seeks challenging role as: internal consultant or assuPA to” : 
Chief Executive of med/lg international co. Please reply to: PO Box 38, | 
Brentford, Middlesex ngland, : 









The Oxford 
Senior Managers 
Development 

. Programme 


7 January - 9 March 1990 










The Oxford Senior Managers Development 
Programme is a nine-week residential 
programme for a limited number of 

“experienced managers who are expected to 
make significant contributions to their 

;; organisation's future success. 

. They come from a wide range of institutions and 
from many different countries. Particular care is 

_ exercised in choosing an appropriate spread of 

. international participants to give the course a world 
view. The programme is unique in the flexibility it 
affords participants to shape and manage their 
own learning. 





' Seminars and Tutorials 


The nine consecutive weeks begin with a five-week 
CORE period which.deals with a broad sweep of 
general management topics set in an international 
context. The OPTIONS period of four weeks 
enables participants, with the help of a tutor, to 
design timetables and patterns of work to suit 
individual needs. 









L4 The Oxford University Certificate In 
RESI] Management Studies 


x Completion of the Senior Managers 
Development Programme entities participants to 
apply to the University to undertake a 
management project and to submit their report for 

examination for the Oxford University Certificate in 
Management Studies. 





Price: £9,750 + VAT residential, all materials 
included. 


Directors: Rosemary Stewart and Roger Undy 
Enquiries to: Elaine Pullin 


Telephone: (0865) 735422 
Telex: 83147 attn TEMCOL 
Fax: (0865) 736374 


Ref: M620 











7? FRENCH 66 IN PROVENCE 


l| and FRENCH, DUTCH or $ 
in the ARDENN 
| The advantages of the "CERA 
with residential cou 
| 1. intensive study (Minimum 38 lessons per 
2. Plus the constant practice of what you ha 
from 8 a.m. to 10 p.m., with teachers cons 
times, breaks and in the evenings. 
3. A total of 66 hours per week of full immersion 
Ceran is a top class school for leaders in busi 
and government. Our clients since 1975 include Ak 
Canon, Deutsche Bank, Dow Corning, European Pe 
man Foreign Office, Honeywell, Lufthansa, 
Benz, NATO, Philips, SHAPE, Siemens, Toy 


We also run holiday courses in French for young pe 


CERAN 66 bed d 
Language courses for motivated people | 
`N CERAN ARDENNES 
V | 290. Avenue du Chateau, 8-4880 SPA 
F-30130 PONT-SAINT-ESPRIT BELGIUM Tel: (+32) 87/87 71 64 
FRANCE - Tal. (+33) 66 39 38 38 FAX (422) 87/77 36 29 
AN FAX (+93) 66 3997 20 NEEE PAIN, Toler 49650 ceras t 


in U.SA.: Languagency - Tel: (203) 287-1699 - FAX (203) 284-1827 







\NISH 66 - 
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Evening Programme 
STARTS 24 OCTOBER 1989 


This programme enables investment professionals to acquire. 
a fuller understanding of modern portfolio techniques. The 
three terms cover (1) equity portfolio management (2) bond 
portfolio management, and (3) new financial instruments. 

Tuition on the Investment Management Programme is 
given by Dr. Elroy Dimson and experienced members ofthe 
School's internationally renowned Institute of Finance 
and Accounting. 

Dates: Tuesday evenings, 24 October 1989 —5 June 1990. - 

Fee: £3,000 (dinner and all tuition materials included). 

Enquiries and applications should be made to: Candida Niman, 


London Business School, Sussex Place, Regent's Park, London NW14SA, UK 
Telephone: 01-262 5050 (ext. 400) Fax: 01-724 7875, : 


MM TRA MM —À eR V — M —À—— Semin UN M Hama 


| Please send me details of the IMP, 1989-90 

























| Name Position 
Company 
Address 








| Tel. 


SP LONDON BUSINESS SCHOOL 





INTERNATIONAL 
RELATIONS 


Oxford —— AND DIPLOMACY 
Execulive BA AND MA DEGREE PROGRAMS 


Seminar Schiller International University offers graduate and 
undergraduate degree programs preparing students 
27 March - 5 April 1990 

















for rewarding careers in government, finance, 
business and many other fields. An experienced 
Faculty following the American higher education 
system provides the essential knowledge and 



























"My objectives in joining the seminar were 
: d 

threefold: Firstly a change of pace and understanding of intemetann scie M 
environment; secondly an opportunity to study NEGO UNES OPER 
and discuss themes which are not given enough aii interna onm classes: = 
attention amid the usual short term pressures x Entry into BA program with high school diplama 

y a : P j * Two-semester MA program for undergraduates í 
and thirdly to gain an insight into the key issues x Location in Central London 
likely to affect the business environment in the x Programs also offered in Paris and Heidelberg 


1990s. There was a high score of achievement x Language of instruction—English 
on ail three counts - | came with high x Programs begin Fall, Spring and Summer 


expectations and these were amply fulfilled". SCHILLER INTERNATIONAL UN ERSITY 

(Dept MIR3), 51 Waterloo Road, London SE18TX 
Tel: (01) 928 8484 Telex: 8812438 SCOL Fax: (01) 620 1226 .. 
(Accredited member AICS, Washington pC, USA) 


















This seminar offers an annual opportunity for 
senior executives from various organisations and 
countries to raview developments throughout the 
world with the help of eminent academic and 
business specialists in presentations and 
discussions, and with men and women of similar 
status, but different backgrounds, in syndicate 
and plenary sessions. 























THE HAWKSMERE MANAGEMENT DEVELOPMENT PROGRAMME 


Current developments to be discussed will 
include: 


Developing the high 


performance Meee 


e Implications of the greening of contemporary 
politics; 


e The effect on business opportunities with the 
Soviet Union of Gorbachev's continuing wlll Od 
reform programme; THE 5-DAY MBA! p h 
1992: the challenges and the opportunities 
as the starting date for the "single market" 
approaches. 







À one-week intensive course to 
shape future senior and top management 










Seminar Director: 





Bob Vause 
Fellow in Accounting 


Price: £4,000 + VAT - Residential 


Enquiries to: Mrs Dorothy Cooke 
Seminar Co-Ordinator 


25 Feb - 2 Mar 1990 * 17-22 June 1990 


Careys Manor Hotel 
Brockenhurst New Forest Hampshire 













Telephone: (0865) 735422 For further information please contact 
Ms ie ats ale Ms J K van Wycks on 01-824 8257, or write to 
Hawksmere Limited 
W Templeton College Ref: M620 12-18 Grosvenor Gardens Belgravia London SW1W ODH 


war Oxtord Ox! SNY - Fax 01:730 4293 Telex 8956658 TPS G 
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~~ BACHELOR, MASTER, DOCTORATE] 
EARN A DEGREE. Use your gs tbxperiente as 







redit d i- e z z h p: 
zumo. | All Constants Institute Von a toreiga 
i HENCE, aoed. E 
ume For No Cost Evaluation Learn how easy it is to become a Certified ag 
Professional. Consultant (CPC) im your language? 












own field. Write for free catalogue, 






q : With Audio Forum's intermediat mé iate 
The Consultants Institute j " : ee rei 
Dept EE, 640 South Washington : E. i pen Langage. skills, 





Boulevard, Sarasota, FL 34236 USA 





and advanced audio- 


LEARN TO SPEAK FRENCH BY cassette courses - most developed for he U- 


























































































The most renowned school for French e d PME 
or fr TOTAL NATURAL IMMERSION Koen ree : 
INSTITUT DE FRANCAIS with French participants for 7 Beginning courses fr adus and fr can 
Overlooking the Riviera's most beautiful bay intensive days in the DORDOGNE 
MAKES LEARNING FRENCH Chateau LA VALOUZE 
A WONDERFUL AND UNIQUE EXPERIENCE J.L. Lefevre CIEL.BP.180 
For adults. 8,30am-5pm. 8 levels: inner | to Advanced H LAIS, France 
LODGING IN PRIVATE APTS. ANDE MEALS INCLUDED SUMA nocne RANG, P 
Next 2-, 3- or 4-week immersion course starts 30 October, 27 November 1989 and ail year Tel: 5391 44 28 
20 years of research and experience in the effective teaching of French to aduits. — 
INSTITUT DE FRANCAIS — EJ7 The foreign language RESOURCE LANGUAGE 
mee K j for professionals who have to 
eeemnt Av. Gén-Leclere, 06 VILLEFRANCH UNE. T- 9301.88 ^ k mors EE cone unicate in the real world: LE RNI N G 
j UNIVERSITY DEGREE | NOVA Ge 
| For Life, Academic & Work Experience | 
| Degrees for people who want to be more effective and | er d 
| secure in their Jobs or Professions. nte 
Eam a BACHELOR'S MASTER'S or DOCTORATE Degee o | USA ~ call: 
| filizing your lite and work experience t credis are | MSA Car” 
given for your job, company training, industrial courses, 7 S 
| matter when tak No residency mao ji | a EXT 
| Our graduates roca Tt Der achovameits ntusinessand | Self-instructional cassette programsin . 
| without formal classes or seminars at your own pace and time | 50 languages: from Albanian to Hindi, k 
| ia Dep Send detailed résumé on work He and academic experience for a no | Italian to Welsh (plus English for business). 
! PACIFIC WESTERN UNIVERSITY | USA TeleFAX: [^| A mr (Og 29 Lexington Rd. 
s i 010- 1-508 j Concord 
i oe Phone: 2134710306 Relea: T8206 ar se 219471456 ^ [ CALL NOW! Mass 01749 Us A: 
GRANTS & SCHOLARSHIPS ` 
FOR STUDY/TRAINING IN USA 
UNDERGRADUATE, GRADUATE POST 
DOCTORAL i 
eeccee 
Anse! comprehensive Handbook of | Graduate degrees from one of £urope's to lead and innovate in business. 
Qopenuntes Awards | from 53000 : io | most innovative and outstanding AYS Full-time, part-time and distance 
contents of the latest edition wrie fo OF | business schools. Warwick Business learning courses. 





E School is research-led ond outward- A 
i MERIGAN COLLEGIATE SERVICE J looking, maintaining close Jinks with A H E A D I. MSc Management Science and 


international, national and local Operational Research 


























; Develops analytical ond quantitative: 
> Wm ‘a a 
Taking 1e GMAT Or GRE ane approaches to problem solving and 
We CAN help W MBA Moster of Business Administration decision making in industry, commerce * 





-Course-details from: A broadly based foundation for top 
f : GTAC Associates, business careers. The MBA provides 
FREEPOST, London W5 4BR. the tools 
Tel: 01-993 3983/5380. and skills 
For GMAT texts, contact: 
necessary. 


PasTesi Service, FREEPOST, Knutstord, 
Cheshire WA16 7BR. Tel: 0565 55225. 


and government. 









W MSc Business Management 
Systems (BMS) 
A part-time, post-experience course ^ 
for working systems professionals, 
specialising in the application of IT^ 
methodologies and techniques as ai kay 
function in wider business 
‘management. 



















WARWICK 


BUSINESS SCHOOL 











Further information from: Amanda Kerry (quoting 

MBA, MSc or BMS), Warwick Business School, 
University of Warwick, Coventry CV4 7AL, U.K, 
Telephone: (0203) 523922 Fax: (0203) 523719 


tern BP IN. Linens Mb onal l 1 m WARWICK BUSINESS SCHOOL 
france. Tel: 31.31 22 01. I 
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- INVESTMENT-GRADE 
REAL ESTATE 


We advise foreign institutional 
Investors on prime Florida 
properties 


iss Consultant Group (USA) 
inc. Fax: +813 254 0013 










(rubis) 


DMI.75? 


3t was rà n to be bullish of the dollar for 
URRENCY BULLETIN was. But is a right 


A best advice on currencies you can M 
.' Send today for your free to CR d i 
ji London SWI, England. Fax: {+441} 839 

















































WILLETT HOTEL 


32 Sloane Gardens 
London SW1W 8DJ 
Tel: 01-824 8415 
Fax: 01-824 8415 
Telex: 926678 
“Small character town house off Sloane 
Square. All modern facilities. Full English 
breakfast inclusive of very modest rates. 


ALINBAR EXCLUSIVE HOTEL 





| EXECUTIVE HOTEL 


57 PONT STREET 
KNIGHTSBRIDGE 
LONDON SW1X 0BD 


Tel: 01-581 2424 
Fax: 01-589 9456 
Telex: 941 3498 EXECUT G 


Single bedroom £49.95 + VAT 
Double or Twin £74.95 + VAT 


_ Elegance, privacy and exceptional 
‘value in one of the world's most 
fashionable neighbourhoods. 
Buffet style Engli breakfast 
included. 


:ALINBAR EXCLUSIVE HOTEL 


OFFSHORE 
COMPANIES 


BRITISH VIRGIN 
ISLANDS 





















FULL NOMINEE, MANAGEMENT, 
ACCOUNTING AND ADMIN 
SERVICES TES 

FOR AN EXPLANATOR 
DISCUSSION AND BROCHURE CALL 
COLIN FOSTER 

OVERSEAS COMPANY 

REGISTRATION AGENTS LTD. 
COMPANIES HOUSE 

TOWER BREET 

RAMSEY 


ISLE OF MAN 


TEL: 1 800 2834444 (TOLL FREE IF 
PHONING FROM USA). 


i reseh 
'AX 0624 8 
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JUSINESS & PERSONAL 


Self catering apartments, 
| serviced, T.V., telephone, telex, | 
| fax, short or long rental 











LONDON 
ENGLAND 


Traditional iuxury at off-peak rates in the heart of 
London. A wide selection of superb self- -catering 


- studio, 1, 2 and 3 bedroom apartments from 


per person per day. 
British Breaks Lid (inc in the USA). UK 


de 27 Rabans Close, Ayl 
shire HP19 3RS, England’ Tel: (0296) 


AUTHORS WANTED 
BY NY PUBLISHER 


Leading subsidy book publisher seeks 
manuscripts of all types, fiction. non- 
fiction, poetry, juvenile. scholarly and 
religious works, etc. New authors wel- 
comed. Send for free booklet, 

$92, Vant Press, 516 W, 34th 
Street, New York NY 10001 USA 


SELLING SKILLS 


For high value, complex services: 
consultancy, technology, research 
etc. Individual and group coaching. 
intensive, professional, ethical and 
powerful 


Kendall-Sleath 


Tel 0742 581571. 
Fax 0742 751071. 





CUT THE COST OF 
YOUR STAY IN LONDON 


Take a furnished, self-contained service 
apartment in Knightsbridge, near Harrods 
Fully equipped kitchen-dinette, bathroom, 
dep colour TV, centra! heating, elevator. 
uit 1-2 persons. Brochure by airmail. 


a Service Apartments 
Ennismore Gardens, LONDON SW7 
ret. 01-584 4123. Telex 295441 (Ref KSF) 





LONDON 
South Kensington 


Luxury fully furnished one and two bed 


flats in quiet cul-de-sac off Ce ens Gate. 


Resident manager, direct dial telephones, 
video security and colour TV. Weekly 
rates from £266 to £560 plus VAT. 


FULL DETAILS: TEL 01-225 0184, FAX 
01-225 0280. TELEX 893095. 





. VISITING 
LONDON? 


Forget hotels 


tel: 01-835 1144 
fax: 01-373 9693 


SERVICED 


APARTMENTS LTD | 
26/27, Collingham Gardens 
: London. 5W5 5 OHN 





















fully j 








US IMMIGRATION 


Licensed attorney. 


Practice limited to US immigration law. 


125 Mais St, Westport, C "0600 
n 
Tel: (203)226-1223. Fax: (203)454-7890 


NAURU BANK FOR SALE 
Central Pacific. No experience re- 
quired. Bearer shares. No taxes. Full 
powers. US$7,500. Nauru internation- 
al Services, 16929 E. Enterprise. 
Drive, Ste 201, Fountein Hills, AZ 
85268 i Fax: (602) 837-2643. Tel: 
(602) 837-7988. 


LUXURY SERVICE APARTMENTS 
CENTRAL LONDON 


Well sited for theatres, business and late night 
shopping. Individually furnished studio and 
one bedroom apartments for rental from £220 
10 £550 per week; Minimum stay one month. 
Letting Office, Nell Gwynn House, 
Sloane Avenue, London SW3 3AX 
Tel: 01-584 8317. 
Telex: 916358 NGHLDNG 
Fax: 01-823 7133 


ral Hedez. 
Sarah Hodge Recruitment Consultants 


Need a Top Secretary? 


Call (01)434-0030 
215-217 Oxford St London W1R 1AH 













BUSINESS VENTURES 


COMMERCIAL DEVELOPMENT MINING 


EASTERN BLOCK 
COUNTRIES 


MINETEC FINANCIAL 
SERVICES CORPORATION 


Place, 666 
irem BC. Canada Voc vec iu 
Tel: 604 685 4335 Fax: 604 585 3353 
Telex: 04 54654 VER Code: MFS Corp 


THE 
ECONOMIST 


For information about 
classified advertising 
contact 
Elizabeth Bisson 
The Economist Newspaper Ltd 
25 St James's Street 
- London SWIA1HG - 
Telephone: 01-839 7000 
` Fax: 01-839 4104 
Telex: 24344 ECON G 






New York, NY 10020 
Telephone: 212 541 5730 - 
Fax: (212) 541 9378 
Telex: 148393 











NEW. YORK TIMES Sun. ed. on Mon. 
in London: Deliv- + Subs. 0225 335 
378. 
nA————— 
EXPATRIATES—FREE: copy, unique 
expat newsletter. Write: Expatworld, 
box 1341 Falfies. City, Singapore 9117. 





2ND PASSPORT/DR LICENCES. Any 
country, idee) reports on how to 
obtain them. INI, 26 Kleomenous, Ath- 
ens 10675, Tas 
ananena a eima 
START an Import/Export Agency. No 
capital or risk. Immediate access to 
profits in world trade. FREE booklet. 
Westlink (CY; 55 Constitution Street, 
Edinburgh EH6 7AY, Scotland. 





SERIOUS CAREER CHANGES can 
be resolved with assistance from top 
consultant, an expert in psycho-astrol- 
ogy. Confidential. G. DeMarlo, Midtown 
Manhattan, 212-246-6308. 





SHIRTS FOR THE CONNOISSEL, .. 
Made to measure: and hand. cut.from 
fine, fabrics. Details. arid. free sample 
materials from Seymours Shirts, Free- 
post; Dept 29, Bradford BD1 IBR. 





WANTED: FUNDING. Energy Concern 
seeks funding for purchase and devel- 
opment. of oil and gas properties (mid- 
Cont. US) currently generating income. 
For details: Garry Crain (405) 755- 
8292. Fax: (405) 755-8398. 





OVERSEAS POSITIONS. Hundreds of 
top-paying positions, All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7. 





EXPORT. SALES TO USA? We'll buy 
your commodity—oil, marble, minerals, 
ete—and pay in any currency, any 
bank. Also provide marketing expertise 
for direct US sales. Contact: GEOS, 
4401-134 Connecticut Avenue; Wash- 
ington DC 20008. Tel: (202) 547-54 





‘PANAMANIAN CORPORATIONS pro^ 
vide complete confidentiality and zero 
tax liability. We offer company formation 
services on a fast, reliable and competi- 
tive basis: H. |. Darlington, POB 1327, 
Panama 9a, Panama. Tel: 23-0834 or 
23-4819 (evenings 23-6779) Fax 
234936. 























Readers are 
recommended 


to make appropriate enquiries and 
take appropriate advice before send- 
ing any money, incurring any ex- 
pense or entering into a binding 
comritment in relation to an adver- 
tisement. The Economist Newspaper 
Limited shall not be liable to any 
person for. loss or damage. incurred 
or suffered as a result of his/her 
accepting or offering to accept an 
invitation contained in any advertise- 
; ment published in The Economist. 
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SONOMIC AND FINANCIAL INDICATORS 







OUTPUT, DEMAND AND JOBS Japan's industrial production rose by 6% in the year to August; in 
August its jobless rate was 2.3% (down from 2.7% last year). West Germany's industrial 
production was up by 2.1% in the 12 months to August; in September its unemployment was 7.8% 
(down from 8.6% in September 1988). America's retail sales climbed 2.8% in the year to August; 


British retail sales rose by 1.0% in the same period. Canada’s industrial production increased by 
1.1% in the year to July. In July Dutch unemployment stood at 5.8%, down from 6.3% a year ago. 


















% change at annual rate 
industrial production retail sales [volume] unemployment % rate 
3 mthst 3 mthst 1 year latest year ago 
Australia ~ —02 485€ Ap 070 —— 

































































COMMODITY PRICE INDEX . 
i Australia, the world’s third- 
biggest sugar exporter after 
Cuba and the EC, has signed a deal to sell” 
1.5m tonnes of raw sugar to Russia over the 
next five years. Australia last sold sugar to. 
Russia—193,000 tonnes—in 1987. The new 
contract is Russia's first long-term one with 
a country other than Cuba, which supplies it 
with around 4m tonnes a year, some 28% of - 
Russia's consumption. Russia normally tops 
up supplies by buying white sugar on the - 
spot market. Some 16% of Australia's sugar 
exports are tied up in long-term contrac 
the Russian deal will bring the total to 25%, 
This year's Australian crop will be nearly 4m - 
tonnes; 31m tonnes will be exported, earning. 
around A$1.2 billion. 




































































































































1985-100 % change on 
d i Sep 26 Oct3 t one one 
A ES ak 1 B w month year 
wue index deflated by CPI. * * New series Dolwlndex o o^ —— 7 CDS TE Ne. 
nr A A All items OV NDA 1306 — 1320  — ARR 
PRICES AND WAGES Japan's 12-month rate of consumer-price inflation fell to 2.6% in August, a | Food i te OOD 998. 08 
decline from July’s 3.0%. The annual rate of increase in West Germany’s consumer prices edged sr waa 
up from 2.9% in August to 3.1% in September. Italy's consumer-price inflation stood at 6.6% in Chu aee 7 
J k 3 6, H OL 3 ENDS S5 I LE E Roi T RE IN 
the year to September, down from August’s 6.7%. Canadian wages rose by 5.0% in the year up to Metals ees 
July, while its wholesale prices increased by 1.9% in the year to August. Sterling index 
% change at annual rate All items 103.2108 
* consumer prices* wholesale prices* wages/earningst Food 790 — 
a Er industrials 
"ues $mthst — — year 3mthst —  1year E A 135 
out T8 May 7A sm "Nai 1088 
ETA tin I s IB Be 
+19 ag Same tt 
index 
+ 85 0 All items m 
+ 30 Aug Food 
t oA a ARE industrials 
+ 6.8 un i At l 
+ 3.0 sug Nia tt 
+ 43 wt sa SEE EE 
+ 7.8 ^. 
TAS AFIT 1.38 07. | Speroz — 36775 30575 21 — 79 
E48 aw E 8B. Crude oil North Sea Brent 
US Sper barel — 1745 —— 
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¢ Provisional t+ Non-food agricultura ; 









mi EXECUTIVE PAY Aspiring managers r 
should head for Switzerland, where execu- 
tives earn. almost three times as much as 
their Greek counterparts. They should steer 
clear of Sweden. There, total gross salaries 
(salary plus bonuses) may be more gener- 
ous than British pay; but, when adjusted for 















taxes and the cost of living (to give some iiam - Finland Holland 
indication. of buying power), Swedish man- Sweden |^ Norway Sein f 
-agers are the worst off of the 18 countries in ireland ] E 





Britain — 
the chart. Tax cuts have boosted the buying 7 


e power of British managers over the past bero AIC 
1 decade; they can now purchase more than c EE 
4: colleagues in Australia. But British execu- 


T 


tives are still only tenth in the buying-power 
league, well behind their West German and 
French neighbours. Italian managers have 
seen their pay improve the most. Fifth from 
bottom in 1979, they are now fifth from top. 





Source: Employment Conditions Abroad 
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: Footnotes applicable to all tables. Ali figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not available, 



















Switzertand 22 


France Belgium italy Canada 
| Denmark p 




















^- * Hedd of department ^ T Adjusted tor cost of living and taxes 






































mE OFFICIAL RESERVES Government for- 
eign-exchange reserves can be used to 
defend exchange rates, and to lessen the 
impact of economic shocks, such as a 
. sudden fall in export earnings. The chart 
shows the composition of world foreign- 
exchange reserves at the end of 1988. The 
¿dollar was easily the preferred currency, but 
the share of dollar assets fell from 6796 in 
1987 to 6396 in 1988. The share of the D- 
mark rose from 15% to 16% during the 
same period. This partly reflects official 
; support of the D-mark by America and EMS 
countries, but also the desire of. other 
countries to diversify their exchange hold- 
ings away from the dollar. This last trend 
was interrupted in 1986 and 1987 by official 
purchases to prop up the dollar. The yen still 
accounts for only 796 of official reserves, a 
percentage-point fall since 1985. 


ECONOMIC AND FINANCIAL INDICATORS 
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WORLD BOURSES Wall Street, buoyed by demand for blue-chip stocks, rose 3.4% on the week to 
a record high. Paris and Tokyo both started strong and reached new highs, but drifted off to finish 
the week 1.1% and 0.2% down. Brussels was the biggest loser, ending the week 2.7% down. 
























































Stock price indices * Change on 
Oct 3 a one wwe — record 31/2/88 

high low week year igi camen) Wi 
Australia 17721 17818 14123 £41 +163 233 — *191 — * 87 — 
Belgium 6619.6 6805.3 5519.3 - 27 4 259  -— 27 418.9 +12.0} 
Canada 4011.9 4019.7 3350.5 + 23 4217 —25 +190 +20.7 
France 542.9 5573 4179 11 +419 —26 +306 +236 
W.Germany 2008.1 20521 15957 —09 +208 — -119 +216 +143 
Holland ^ 2051 210.5 1667 — — 07 +298 ~26 +237 +163 
Hongkong 2786.7 33096 20936 +22 +155 ^  —284 *37 +38 
italy 6974 7348 857715 -14 3 258 -32 4183 . $119 
Japan 353664 356900 301838 — 02 1986 ~ 09 4173 — 4 88 
Singapore 1388.3 14205 —— 1030.7 * 01 49381  -— 78 +337 4819 
South Africa — 27240 2838.0 1961.0 —07 4 566 - 40 4394 33721 
Spain 324.9 328.9 268.6 —441 * M49  -— 12 +184 4121 
Sweden 43373 46603 3333.9 * 24 € 389  -— 69 +259 +196 
Switzerland 790.5 829.1 613.1 — 17 4 399 — 47 4309 4203 
TO 2318.6 2426.0 17828 O07 +283 <51 F23 +150 - 
USA 27546 27546 21446 +34 +30 m 4270 CHRO 

“fGonvaried al financial rate 
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MONEY AND INTEREST RATES The 12-month rate of growth of Australia’s narrow measure of 
money, M1, rose to 8.6% in August; the annual rate of growth of its broad money supply also 
increased, to 30.4%. Belgian banks raised their prime rates by half a point, to 11196. 
Money supplyt Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% vise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow Broad Overnight 3months Prime Deposits Gov't. Corporate Deposits Bonds 












































[M1] lending 3months long-term 3 months 
Australia +86 +304 aa 1740 1841 2050 1810 1360 1460 1806 1443 
Belgium +70 +69 908 920 1125 880 8.78 8.63 9.19 ^ 905 
Canada + 36 +101 a 1250 1230 1350 1230 9.84 1053 1200 1024 
France +55 +77 xm 956 963 1000 9.58 887 932 963 899 
W. Germany + 54 +58 » 695 745 850 780 730 — 730 793 727. 
Holland +37 +116 x 755 795 975 795 . 7A] — 174 788 757 
italy * 84 +08 w 1268 1288 1400 na 1185 1173 1219 1112 
Japan —— — 08 +90 » 5.50 5.04 488 — 204 521 — 531 569 — 548 - 
Spain +159 +148 a 1503 1490 1625 775 1256 1395 1387 na 
Sweden na + 64 x 1190 1200 1250 1170 1122 1194 1169 1134 
Switzerland — 65 + 67 m 7.38 7.63 850 700 543 599 769 607 
UK +61  -173 a» 1244 1456 16.00 1450 9,99 — 1158 1456 1126 
USA - 06 +41 a» 900 885 1050 8.94 825 — 814 906 8902 





Other key rates in London 3-mth Treasury Bills 13.4%, 7-day Interbank 13.9%, clearing banks' 7- day notice 4.0%, Rok 
rates (Libor): 3 mths 9.1%, 6 mths 9.1%. 








TRADE, EXCHANGE RATES AND RESERVES Japan's surplus on visible trade rose to $5.1 billion in August; but its 12-month trade surplus fell to 
$89.3 billion, while its current-account surplus slid to $69.5 billion. Italy's trade deficit was $1.3 billion in August, up from July's $810, lifting its 12- 
month deficit to $13.5 billion. Australia’s trade deficit rose to $680m in August, pushing up its annual deficit to $4.0 billion. in trade-weighted terms 
the dollar fell by 0.3% on the week; the D-mark rose by 0.4%, while the yen appreciated by 0.8%. 


















































trade balancet current- trade-weightedtt currency units per $ currency units foreign reservestt 
$bn account exchange rate $bn 
latest latest 12 balance $bn 
month months latest 12 mths latest year ago latest year ago per£ — perSDR — perecu July year ago 
Australia = 068 mg ~ 40 — 149 ap; ma na 128 —— 127 207. 163 14M 127 128 
$ Belgium F 029 mw + 11 + 82m 106.3 -106.3 39.6 39.0 63.5 50.3 433 10.1 8.6 
Canada X 087 « — 63 = 134 1048 — 1011 1.18 1.21 189 . 150 129. 154 146 
France —117 4 - 869 — 48 m 100.1 98.5 6.40 6.34 10:3 8.13 7.00 256 300 
W. Germany + 6.30 w +747 + 534 wu 1139. 119.5 1.89 1.86 3.03 2.40 2.06 569 613 
Holland — 0.08 m + 45 + 59m 109 107 2.13 2.10 342 271 233 163 147 
italy — 124 ag — 135 = 54 a 98.6 96.4 1380 1387 2018 —. 1753 1510 410 29.4 
; Japan + &08 ay + 893 + 695 Aw 1390 1459 141 133 227 179 154 87.9 88.1 
Spain — 280 my ~ 261 = 81 ws 102.8 98.4 120 123 192 152 3O At 33.9 
~ Sweden “+031 ag + 35 — 34 m . 963 958 6.45 6.39 104 8.19 7.08 94 78 
Switzerland = 044. — — 62 + 55o 1076 . 1094 1.64 1.60 263 2,08 1.78. 213 23.0 
UK. Te 5S) ag 418 — 93.8 Aw 912 951 0.62 0.59 ER 0.79 0.68 383 412 
“USA = ES. so Ane — à —1224 a 69.9 686 = s 61 127. . 140 524 328. 











F 
Swissair Customer Portrait 57; Lars Erik Malmqvist, advertising sales manager, Geneva, photographed by Christian Coigny. 








ena ever used this slogan? 


Given the fact that results are what business is all about, isn’t it 
just a little ironic that no company has ever associated itself with the - 
statement below? It is, however, understandable. 

After all, if there. ever was a double- -edged slogan, this is it. 
un For, once you promise 
" results, you had better 
. be prepared to deliver, ..- 
be judged, and be held € 
accountable for them. 

At the CIGNA com- 
panies, we operate on a 
simple principle: Clients 
come to us for results. 

And the reason they 
keep coming back is 
because we give them 
their money's worth. 

. . By accepting that 

... responsibility, we have 

_ become a leader in e 
. many fields. Business 

- insurance. Employee 
benefits. Managed health care. Penson andi investment management. 

From now on, you'll see the words—we get paid for results—next 
to our logo. Not as a window dressing. But rather because they are 
the essence of who we are and what we do. To learn more, write us 
at One Liberty Place, Dept. RA, Phila., PA 19103. 

Because, if you're not paying for results, what are you paying for? 







for results, 





CIGNA 
SECO 
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‘lights overseas will be delayed 300,000 hours. 
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The big story in international commercial 
aviation is the arrival of the widebody twin. 

Understandably, the standards for twin- 
engine long-range operations are stringent. 

In fact, it takes about 300,000 in-service flight 
hours to establish an engine's reliability for 
Extended Twin-engine Operations (ETOP). 

So far, only two high-thrust turbofans 
have successfully passed the FAA and DGAC 
requirements for 120-minutes and 180-minutes 
of ETOP, GE's CF6-80A and CF6-80C2. 

We think that says a lot about the way we 
build aircraft engines. 

That they earned ETOP approval years 
before any other manufacturer's engines, says 
even more about the commercial value of the 
GE-powered widebody twins already in service. 

So don't be delayed by technical difficulties. 
Put a CF6-80C2 under each wing. With engines 
that are years ahead of our competition, you 
could land overseas years ahead of yours. 
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GE Aircraft Engines 


Keeping the Promise 





AND FOR A MOMENT YOU HELD YOUR 
BREATH, IN THE PROMISE OF ENDLESS BIRTHDAYS TO 
COME. OMEGA. FORALL YOUR SIGNIFICANT MOMENTS. 





OMEGA ALWAYS MARKS SIGNIFICANT MOMENTS 
AT THE OLYMPICS. IN THE SPACE PROGRAM 

IN SIGNIFICANT LIVES LIKE YOURS 

THE OMEGA CONSTELLATION. FOR YOU BOTH 


() 
OMEGA 
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LEADERS 


Make way for the Germans .................. 


Britain's economy: Through gritted teeth 


In Panama, better luck next time ............ 
The Japan that should say no on interest rates 
The price of a tusker ........................- 





WORLD POLITICS AND CURRENT AFFAIRS 


GREENING EUROPE 
19 The freedom to be cleaner than the rest 


ASIA 

23 A cold cruel world out there for China 
^4 China's subversive TV news 

4 Can the Cambodian resistance do it? 
25 Gandhi in the Bofors soup 
26 Stalemate in South Korea's democracy 
28 Curtain call for Lee Kuan Yew 
28 Tojo's last soldier in the Philippines 


AMERICAN SURVEY 
35 Much dithering over Panama 
36 In-kind giving for Poland 
36 The CIA meets glasnost 
37 Hazardous-waste dumps close down 
31 More on thick students 
38 San Francisco's stadium blues 
38 On giving blood 
39 On deducting blood 


INTERNATIONAL 
4| Sanctions and South Africa 
42 Panic in Panama 
42 Not-so-ivilian Chile 
41 No peace for Israel 
47 Iraq's remaining Jews 
48 Nigeria’s party discipline 
52 Fighting on in the Western Sahara 
52 Surviving in Sudan 


EUROPE 
53 After the party in East Germany 
54 Hungary's communists become socialists 
59 Widening versus deepening for the EC 
59 Progress in arms-reduction talks 
60 Will the European Parliament move to Brussels? 
62 The opposition's fortunes in Spain 
62 Alan Greenspan in Moscow 


BRITAIN 
63 This week 
65 The Tory conference in Blackpool 
66 Judging the chances of a recession 
66 More labour laws 
71. Water privatisation attracts French companies 
72 Poaching tax inspectors 
13 Bagehot: Heseltine and the Tory leadership 
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BUSINESS, FINANCE AND SCIENCE 
15 BUSINESS THIS WEEK 


BUSINESS 
71 The perils of business greenery 
78 Oil Search in Papua New Guinea 
78 Back with the laser disc 
83 Economics focus: Savings ratios 
84 Evergreen sprouts wings 
85 Donald Trump in the cockpit 
85 The Nobel economics prize 
85 French television 
86 Silvio Berlusconi's Italian TV 
87 Tuning into Ferranti 
87 Eli Lilly woes 
89 MANAGEMENT BRIEF: Small companies 


FINANCE 
95 The death of London's stockbroking 
96 Nomura moves over on the Tokyo stockmarket 
97 Market focus: Britain's highly geared firms 
98 The City slump in commercial property 
98 Australians in the mortgage vice 
101 Italians learn the M&A game 
102 Why South Africa won't pay its bankers 
102 Sotheby's wilting irises 


SCIENCE AND TECHNOLOGY 
109 The extraordinary claims of Jupiter technologies 
110 Unblocking arteries with sound 
110 The Columbus Day virus 
112 What caused hurricane Hugo 


ECONOMIC AND FINANCIAL INDICATORS 

131 Output, jobs, prices, commodities, bourses, in- 
terest rates, trade, currencies, plus a closer look 
at industrial production and world current- 
account discrepancies 


BOOKS AND ARTS 
113 The intriguing mind of Roger Penrose 
114 Who really runs Wall Street? 
114 Iris Murdoch's message 
115 Britain’s new tycoons 
115 Why Suez wasn’t Munich 
116 Russia's video cafés 
116 Simulated American news 
117. What Bette Davis did 


LETTERS 
6 On third-world debt, Israel's army, the City ver- 
sus Euroregulators, the Mississippi Delta 
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Make way 
As Gorbachev shakes up, 
Germany cleans up, page 13. 
The protests in East Germany, 
page 53. Communism dissolved 
in Hungary, page 54. The 


















































Say no, Japan "s 
Why Japan should be the strong || 
silent type over support forthe | 
dollar, page 16. 

China friendless 

Hard to stay aloof when you 
need loot, page 23. 
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The price of a tusker 
Banning the ivory trade won't |f 
save Africa's elephants, page 17. 















































Business in search of greenie 
points, page 77. Papua New 
Guinea in search of oil, page 78. | 
Greenery in Europe, 
pages 19-22. 


Stockbrokers' death 


The grim reaper looms over 
brokers and stock analysts in 
London, page 95. Why 
America's private investors 
distrust their brokers, page 18. 
Nomura's grip loosens on the 
Tokyo market, page 96. 










































































rd-world debt 


In "Bye, bye, Brady" (Sep- 
mber 30th) you mistakenly in- 
ret the commercial banks’ 
fempts to position themselves 
f the next round of Brady-style 
bt negotiations as meaning an 
d to the Brady plan. The trou- 
s, you say, that the banks are 
ing asked to put up new 
oney at the same time as they 
uce the value of existing debt. 
But Mexico's commercial- 
k creditors accepted the pro- 
sion of new money as one of 
e three financing options 
en they negotiated the deal; 
r other choices are to accept 
wer interest or reduced princi- 
l on the existing claims. No 
ie is asking a given bank both 
write down its existing claims 
nd to put up new money; rather 
he expectation is that because 
banks differ in their regulatory 
positions, financial strength, 
onfidence in the Mexican econ- 
my.and desire for future busi- 
ess in Mexico, some will be will- 
s to put up new money, while 
ers. will choose the other 
f course the banks would 
the World Bank and the In- 
tional Monetary Fund to 
make more collateral available 
or debt-reduction deals. But the 
Bank and the Fund have been 
icreasing their share of the 
ebts of the highly indebted 
ntries since 1982, and—to- 
ether with Japan—will be able 
lake available more than 

O billion extra to facilitate 
reduction under the Brady 
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plan. The banks too have to do 
their share. 

Other deals are now being ne- 
gotiated. Since the stakes are 
large, the negotiations are 
bound to be difficult. Since a 
prerequisite for Brady-plan treat- 
ment is that a country adopt a 
credible adjustment programme, 
not all the potentially eligible 
countries can enter Brady nego- 
tiations soon—but the plan's ac- 
ceptance of official support for 
debt reduction makes it likely 
that the laggard countries will 
adopt adjustment programmes 
sooner than they otherwise 
would have. 

The alternative to the Brady 
plan would not be more official 
money. That is why, despite the 
current grumbling and manoeu- 
vring, there will be more Brady- 
style agreements in the coming 
months and years. 





Washington, STANLEY FISCHER 
DC The World Bank 

- 
Israel's army 


Sir—When you attribute solely 
to "resignation" the expectation 
of the Israeli general staff to be 
occupying the West Bank and 
Gaza in 2000, you are mistaken 
(September 16th). The most im- 
portant reason for this expecta- 
tion is the great increase of anti- 
democratic attitudes, of Jewish 
chauvinism and of religious 
fanaticism of a Khomeinistic— 
but in this case Jewish—type in 
the Israeli army and specially in 
its top command. Mr Zeev Shiff, 
regarded as the leading lsraeli 


The intifada [has] influenced 
the Israeli army for worse, and 
dragged even the most senior 
[commanding] echelon to ex- 
treme and anti-democratic po- 
sitions. I felt signs of this even 
before, but mainly in the low- 
est [officer] ranks. The feelings 
of frustration which have de- 
veloped in the Israeli army, fol- 
lowing its inability to smash 
the Palestinian rebellion, have 
caused a grave increase in ex- 
tremism among the senior 
echelon [of its officers]. 


In the face of this and of much 
else, your statement that “Isra- 
el’s army has been readier than 
its government to see the limits 
to its power" is in my opinion 





simply wrong. 
Jerusalem ISRAEL SHAHAK 
The City v Euroregulators 


Sir—I should be grateful if you 
would allow -me to correct a 
number of errors in your article 
“Adequacies inadequate" (Sep- 
tember 30th). 

The facts are as follows. Our 
starting point is that the EC 
Commission and all the member 
states consider that there should 
be a set of rules, agreed at Com- 
munity level, laying down capi- 
tal-adequacy requirements for 
securities businesses. This is a 
necessary complement to the In- 
vestment Services Directive, 
which provides for a “single li- 
cence” for securities business 
across the Community. 

However, despite your asser- 
tions, there are, as yet, no com- 
mission "proposals" on this 
matter. We have consistently 
prefaced our consultative docu- 
ments by a statement that they 
are intended to stimulate and fa- 


bje s indeed to fin 
solutions, which also satisfacto- 
rily accommodate the universal 
banks in West Germany and 
elsewhere, which engage in se- 
curities, as well as traditional 
banking business. 

Second, our working paper 
explicitly permits netting and 
hedging of positions in all securi- 
ties, including equities. Third, 
the question of portfolio diversi- 
fication has not yet been dis- 
cussed; there is nothing in the 
working paper which would pre- 
vent it. Fourth, there is no ques- 
tion of the minimum initial capi- 
tal figures as envisaged in our 
text driving anyone out of busi- 
ness, since the text provides a 
"grandfathering" clause for all 
existing firms. 

Finally, as the commission has 
regularly made clear both [^ 
vately and publicly, there is 
intention of making proposais 
on capital adequacy which 
would disadvantage European 
firms vis-à-vis their American 
and Japanese competitors. 

GEOFFREY FircHew 
Commission of the 
Brussels European Communities 










Huck’s way 


Sir—God help the Mississippi 
Delta if someone with. “Huck 
Finn-like determination” is 
tapped to “do something for the 
Delta" (September 23rd). 
Huck's determination was not to 
get ahead, but to get away. He 
would not show the way to pros- 
perity. He would point out the 


best road to Chicago. 
Due West, 
South Carolina Jönn Witt 












Latest Special Report No.2004 







Yugoslavia to 1993 
BACK FROM THE BRINK? 

While Yugoslavia's domestic crisis has 
deepened, its exporters have performed 
well in competitive markets abroad. 
Hyperinflation threatens, yet successive 
Current account surpluses have saved 
the country from falling further into 
debt. This Report identifies the key 
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cilitate discussions; that they are 
neither final nor complete; and 
that they will be modified in the 
light of views expressed. No deci- 
sions have yet been taken and 
many of the detailed provisions, 
let alone figures, have not yet 
been discussed. 
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i policy changes that could bring 
With that caveat your account | Yugoslavia back from the brink, tt 
of our latest consultative docu- — | forecasts which ones will be adopted 







ment is wrong in several re- 
spects. First, the document en- 
visages as its main option a 
capital-adequacy system for posi- 


and assesses the potential for foreign 
investment. 

Price including postage: UK & Europe £125; 
North America US$260; Rest of World £128. 
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GRASSICK WALKER SOLICITORS 
l SOLICITOR — CORPORATE FINANCE 
Up to £140,000 per annum plus very substantial benefits 


This a new Firm established earlier this year operating out of a five floor self-contained Georgian building 
overlooking Charterhouse Square. 


The Firm is aggressive, pro-active, creative, innovative, ambitious and intensely professional. 


The Firm already employs accountants as well as solicitors and is positioning itself to become an MDP when . 
appropriate. If you are the right person you will be young and hungry with ambitions ich arid with the drive and. 
direction of the Firm. 


You will be highly skilled in all of the following areas: 


* Mergers & Acquisitions and Divestitures 

*. Corporate Restructurings and Refinancings 

* Banking and Finance 

* Management Buy-Outs and Buy-ins 

* Public Offerings and Rights Issues ; 
You will not only have an exceptionally high income as one of your goals (salaries and bonuses are reviewed half 


yearly); you will be even more interested in helping to develop a specialist practice where the level of commitment 
is almost above and beyond the call of duty. 


The continued outstanding success of each of our clients will be a powerful element of the satisfaction and reward - 
from the work. CS 





i Please write to: 
© Ref: CFD, Grassick Walker Solicitors, Grassick Walker House, Charterhouse Square, London EC1M 6AX : 


‘untversiry or pewsyivanta. | | KEEP YOUR TOP 
ics o KEEP THEM ON 


Applications and nominations are invited for the 
position of Dean of the Wharton School of the TOP FORM 
University of Pennsylvania. Correspondence 
should be directed to Professor E. H. Bowman, 
Chair, Dean Search Committee, Office of the Both these challenges are vital to your business. . 
Dean, The Wharton School, University of Penn- GHN can help you meet them by creating a personal 
sylvania, Philadelphia, PA,19104-6364. The development programme tailored to suit each individual 
Committee requests that applications and nom- executive. 
inations be submitted by December 1, 1989. Each programme is one-to-one, confidential and 
highly cost-effective. Why not consider it for your top 
Wharton people now? Call 01-493 5239 to arrange 
an exploratory discussion. 
The Wharton School of the University of Pennsylvania 
16 Hanover Square 


The University of Pennsylvania is an London WIR 9AJ. 
Equal Opportunity/Affirmative Action Employer. 01-493 5239 
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EXECUTIVE FOCUS _ 





CAMINUS 
INUS  LIMHED 
AMINUS — LIMITED 


. Caminus Energy is a rapidly growing energy consulting company 
whose clients include major UK and international companies. The 
company is currently extensively involved in advising clients in the 
area of electricity privatisation. Other areas in which we provide 
advice include energy supply/demand analysis, energy-environ- 
mental issues and business strategy. We need 


SENIOR CONSULTANTS 


who are able to direct and manage projects and to negotiate and 
_ liaise with clients at senior levels. Broad experience in the energy 
-field and in particular electricity economics is essential. Familiarity 
with analytical techniques, good communication skills, and the 
ability to perform well in a team are also necessary qualifications. 
The company offers stimulating and challenging work in a 
pleasant new office building close to Cambridge city centre, and 
|, an attractive remuneration package. 
Applications with CV should be addressed to: 


Dr Nigel Evans, Managing Director 
Caminus Energy Limited 
Caminus House 
Castle Park 
Cambridge CB3 ORA 
Telephone: Cambridge (0223) 322736 






























ESG 


Economists/Transport Analysts 


The Economic Studies Group is an established practice of 
consultants with extensive experience in overseas and UK work 
in trade forecasting, land development, cost-benefit. analysis, 
financial isal, and environmental and social issues. Our 
areas of work are principally related related to transport, energy, 
tourism and leisure and the institutions and organisations in 
those fields. Our standards of work meet the requirements set 
by international lending agencies and by Government admini- 
strations. 


We are looking to reinforce the group with the addition of two 
economists, one at a senior level, with a view to expanding our 
activities. You will have a degree in economics or in transport 
planningwith some five tofifteen years' experience gainedon the 
evaluation aspects of feasibility studies. 
a multi-disciplinary team and played a significant if not leading 
role in the development and presentation of reports. At the more 





senior level you will have established contact and negotiated with 
potential clients. 
A second language and familiarity with the use of computer 


spreadsheets would be an advantage. 

The remuneration package includes a competitive salary, a con- 
tributory pension scheme and other benefits. 

Please reply to: 

The Managing Director, 

RPT Economic Studies Group Limited, 

61 Southwark Street, London SE1 1SA 


A High-Point Company m 


Ou will have workedin . 


































ORGANISATION FOR ECONOMIC 
COOPERATION AND DEVELOPMENT 
PARIS 


requires 


: HEAD 

Oro“ OF TECHNICAL SECTION 

: PUBLICATIONS SERVICE 
FF320,820 + allowances 


_ who will be responsible for: handling all aspects of 
book 


oF Co 










Candidates should have: 
. — University degree in graphics arts, or equivalent; 
. — Extensive knowledge and experience of the book 
j manufacturing industry; 
».— Good knowledge of English and French. 
_ An appointment will be offered for an initial period of 
* two years. 

App ition: from male or female candidates, nationals 
. of OECD Member countries, with detailed CV specify- 
ing "Production" should be sent to: Personnel Division, 


CD, 2 rue André Pascal, 75775 PARIS CEDEX 16. 
: Closing 










date for app lications 13th November 1989. 
































Transport Economist 5 
Due to overseas expansion, a position as senior transport 
economist is vacant with the Department for Economic 
Planning at COWIconsult's headoffice in Lyngby, 
Copenhagen. 

The main field of work will be to lead multidiscipli- 
nary teams undertaking transport sector studies and road 


East Asia. 

The successful candidate will as a minimum hold a 
university degree in transport economics and will have 
at least 10 years of international experience as a trans- 
port economist, preferably as a consultant. 

Fluency in English is required. Fluency in French, 
Spanish or one of the Nordic languages will be an advan- 
tage. 

Please forward your application and your CV before 
1989.11.01. to: 


COWIconsult 


Consulting Engineers and Planners AS 
Att.: Stig P. Christensen, Head of Department 


15, Parallelvej P Telephone: #45 45 97 22 11 
DK-2800 Lyngby Fax: +45 45 97 22 12 
Denmark Telex: 33 580 Cowi dk 





COWlIconsult is one of Denmark's largest independent companies of 
consulting engineers and planners. Our clients include governments, 
international and bilateral development agencies, para-statal bodies 

and private enterprises in 75 countries. 





feasibility studies in Africa, the Middle East and South . . 


S910 344 iP. 
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Winning in business requires constantly re-tbinking and improving tbe way business is done. 
Not just once, but as a way of life. Gaining competitive advantage often depends on tbe ability to 
change rapidly. But change is difficult. Complex networks of inter-dependent functions and levels often create barriers 
between the strategic vision and practical marketplace results. 

For tbirty years, United Researcb bas been in tbe business of working with corporate leaders to make 
major change bappen smootbly and effectively. Through tbis experience we bave developed tbe multi-disciplinary 
know-how, tools and methodologies to help blue chip, well managed firms simplify their complex businesses so tbat 
management can focus on tbe truly critical factors tbat are key to long term success. 

To continue our rapid growtb in tbe U.K and Continental Europe we are looking for results- 








orientated bigb performers from a broad range of backgrounds who have a well developed mix of 
intellectual, practical and interpersonal skills. You must bave a record of solid achievement as a 
consultant or manager in a major business sector. Current clients come from the defence industry, 
high-tech manufacturing, financial services and retail. A first degree is essential and a further 
qualification and/or fluency in a second language would be an advantage. 

United Research's focus on the achievement of measurable competitive advantage for our clients 
requires interdisciplinary teams, often utilizing an Information Technology core, integrating engineering, 
manufacturing, organisational and buman resource skills better to implement change. Working in this stimulating 
teamwork environment provides a satisfying sense of individual achievement, as well as opportunities rapidly to 
develop individual skills and gain outstanding rewards based on performance. 

All of our consultants spend time in the US. while training but subsequent relocation is not 
necessary as the majority of assignments are at client sites in the U.K and the Continent, returning bome at weekends. 

Please write with full CV. to Scott Burton, Director of Human Resources, United Research Group, 


11-14 Grafton Street, London WIX 3LA. Please quote Reference No. E 189. 


United Research 


WORLD CLASS MANAGEMENT CONSULTING 





XECUTIVE FOCUS _ 





1d should be received not later than 31 October 1989. 


Position: Agricultural Economist 
Duty Station: PTA Secretariat, Lusaka, Zambia 
«Main responsibilities: . 
- (a) Undertake analysis of agricultural policies in PTA member states, with a view to identifying 
possible areas for economic and technical co-operation and integration within the agricultural 


sector; 
. (b) Participate in missions initiated by the Secretariatin order to undertake the economic analysis 
‘of proposals for agricultural development in the PTA sub-region; 
(d Contribute to the carrying out of pre- and feasibility studies in the agricultural sector; 
(d) Submit member states’ requests for external financing for studies and projects to donor 
cies involved in the agricultural sector; 

:(&) Give assistance required by member states for the monitoring of the implementation of 
agricultural projects; and 
Participate in the establishment of a planning data base. 

Qualifications and Experience: 

(à) A Bachelor's and postgraduate degrees in agricultural economics, or similar level qualifica- 
tions in a combination of economics and agriculture- ; ] 
(b) Atleast tenyears professional working experience. Knowledge ofprojectsanalysisgainedina 
“senior position with government, sub-regional or regional organisation, preferably in sub- 
: Saharan Africa, and preferably in project identification, preparation and supervision; 

(Q A demonstrated ability to undertake quantitative analysis, preferably with associated 

computer skills, and to prepare project documents concisely and to deadlines; 

4d) Fluency in English or French or Portuguese essential; proficiency in any of the other two 
: languages could be desirable; 
(e) Ability to travel widely and frequently. 
. Position: Financial Anal 

























, Lusaka, Zambia 


y the PTA Secretariat to identify projects of 
ember countries and assess investment priorities; 
rrying out of all pre-feasibility or feasibility studies initiated by the PTA 
Secretariat and entrusted to the PPIU by dealing with all the financial aspects: financial analysis, 
‘financial viability of project, etc; 
| (e) Examine, particularly from the financial point of view, the viability and reliability of project 
is submitted to the PTA Secretariat; 
ld Study and analyse all financial data concerning the member countries or institutions 
erating in these countries, the use of which could prove beneficial in project studies; 
) Give any assistance required by member countries for the monitoring of the implementation 
: projects, financial organisation of executing agencies, etc; 
Kf) Submit member States’ requests for financial assistance for studies or projects to relevant 
( ies, 
tg) Parthipate in the establishment of a planning data base for PTA Secretariat. 
Qualifications and Experience: 
(a). An advanced degree in finance and/or economics, with emphasis on Management, from 
university or equivalent institution of higher learning; 
fb) Aminimumoftenyearsexperiencein projectanalysisin variouseconomic sectors (agriculture, 
industry, transport, etc) preferably in project planning and supervision; 
^K icri working experience in sub-Saharan Africa necessary or in any developing country 
< desirable; 
(d) Fluency in English essential; proficiency in French and/or Portuguese desirable; 
te) Ability to travel bm equentiy 
(f) Computer skills desirable. 
3. Position: industrial Engineer 
: Duty Station: PTA Secretariat, Lusaka, Zambia 
: Main responsibilities: 
D Partici in sector missions in PTA member countries; 
) Assist PTA member states to identify sub-regional projects in the industrial sector to prepare 
terms of reference for feasibility studies, and to undertake preliminary studies; 
(à Undertake analysis of industrial and technology policies and offer practical guidance on 
industrial development plans, programmes and strategies; 
(d) Assist member states in he supervision of pre-investment studies: examine studies and assess 
the adequacy of projects size and design standards, the reliability of plans and equipment, the 
i owed of construction procedures and techniques envisaged for the implementation of 
jects; 
lo Submit member states' requests for external financing for studies and projects to donor 
jencies; 
Participate in establishing a planning data base for PTA Secretariat. 
Qualifications and Experience: 
-z ta) An advanced degree in industrial engineering obtained from an internationally recognised 
university or institution; 
(b) Knowledge of and experience in economics and project analysis will be an advantage; 
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ADB/ADF INSTITUTIONAL 
SUPPORT TO THE PTA 


4 € Preferential Trade Area (PTA) for Eastern and Southern African States, through a grant assistance from the African Development Bank 
Group is to establish a Projects Preinvestment Unit (PPIU) in the PTA Secretariat and recruit an Operations Adviser for the Eastern and 

Southern African Trade and Development Bank (PTA Bank) in Bujumbura. 

Applications are therefore invited from nationals of ADB regional and non-regional Member States for vacancies obtainable at the PTA 

Secretariat in Lusaka, Zambia, and at the PTA Bank in Bujumbura, Burundi. The posts carry competitive remuneration packages and fringe 

benefits. The appointments will be for a fixed term of three years commencing 1 January 1990. 

Applications with bona fide curriculum vitae, and at least three referees should be sent to: 


The Secretary General, PTA Secretariat, Ndeke House Annexe, Haile Selassie Avenue, PO Box 30051, Lusaka, Zambia 















(d At least ten years relevant professional working experience within the industrial sector in a 
senior position preferably in sub-Saharan Africa; and particularly in project identification, 
preparation and supervision; . 

(d) Ability to communicate the findings of sector missions, in a concise manner to policy makers 
and Government officials in PTA member states; 

(e) Fluency in English essential; proficiency in French or Portuguese desirable; 

(f) Ability to travel widely and frequently. 


4. Position: Civiltransport Engineer 

Duty Station: PTA Secretariat, Lusaka, Zambia 

Main responsibilities: NES 
(a) Undertake field missions to member states to gather and examine information in the 
identification of projects with a multi-national focus; E 
(b) Carry out field missions to member states to collect and examine information and data in the 
execution of pre-feasibility studies and the preparation of terms of reference for pre-investment 
Studies; 
(d Prepare projectidentification reports, pre-feasibilityreports and termsof reference for studies 
following formats acceptable to international financing institutions; 
(d) Examine pre-feasibility study documents, and review them from the technical, financial, 
organisational and institutional angles; 
(e) Submitmemberstates' requests for external financing forstudies and projectstointernational 
organisations and bilateral agencies; 
(f) Assist member countries to study and analyse information and proposals, particularly tender 
documents, contract award proposals and contracts; assess the progress of implementation of 
multi-national projects; and prepare progress reports to be submitted to financing agencies; 
(g) Participate in the establishment of a PTA data base. 


Qualifications and Experience: 

(a) A basic degree in civil engineering obtained from an internationally recognised university or 
other institution of higher learning, with specialisationin transportation or highway engineering 
at the MSc level; 

(b) Extensive and specific practical experience in the transportation sector as an engineer 
particularly in the planning, identification, analysis and preparation of studies and projects; 
procurement of goods and services; e di of transportation facilities, construction works, 
maintenance and project administration. À knowledge of transport economics, development 
polides concerning the transport sector and statutory aspects of transport will be desirable; 

c} Experience in administration in the transportation sector at a high level of responsibility; 
(d) A minimum of ten years professional experience; 


(e) Practical working experience in an African country or a developing countrywill be desirable 
andpreferable. A knowledge of the conditionsofthe PTA sub-region willbean added advantage, 


(f) Fluency in English essential; poe in French and/or Portuguese desirabie; 
(g) Ability to travel widely and frequently. 
5. Position: Operations Advisor 

Duty Station: PTA Bank, Bujumbura, Burundi 

Main responsibilities: 
(a) Designand executea strategy forresourcemobilisation forthe PTA Bank fordevelopmentand 
trade financing; 
p Advise the PTA Bank on all technical aspects of the instruments for development and trade 
inancing; 
(9 AttracttradefinancingbusinessforthePTA Bank and assist the Bank tocommenceoperations; 
(d) Monitor the application of all operational policy documents; 
{e} Contribute to the preparation of a three-y&ar operational programme for all member 
countries and definition of country action programmes; 
(f) Monitor all operational activities with a view to assisting the President in the decision-making 

rocess by giving views and suggestions; 

tg) Design a formal plan for development financing induding the mobilisation of long-term 
resources and advise on project selection criteria in liaison with the PPIU in the PTA Secretariat; 
e Liaise with the PPIU in the PTA Secretariat in the field of resource mobilisation and project 


lection; 
(i) Undertake missions at the President's request: 
Q) Perform such other duties as may be assighed by the President of the PTA Bank. 
Qualifications and Experience: 
{a) An ed degree in economics or finance with emphasis on banking operations or its 
uivalent; 
(b) Experiencein development, commercial and merchant bankingfor aperiodofnotlessthan 15 
years at a senior level; 
gi on with development and trade financing fields in African countries would be 
rable; `s 
{d) Willingness to travel extensively within and outside the PTA; 
(e) Familiarity with multilateral lending organisations induding the ADB, the World Bank Group, 
the European investment Bank and the large transnational banks would be essential: 
(f) Familiarity with the m" and capital markets within and outside the PTA; 
P Rire nglish. AworkingknowledgeofFrenchorPortuguesewouldbe an 
a antage. 
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An Unprecedented 


AUCTION 
Thursday, November 9, 1989 1:00 p.m. 
The Pointe on South Mountain, 


Phoenix, Arizona 


Privatization 


and Economic Revival 


Privatization is taking place right across the world. 
Governments of all shades of political opinion are using 
privatization to re-invigorate state industries, state services, and 
state-planned economies. 





64,000 
ACRES 


The theme of the Fourth London Conference on Privatization 
will be ‘Privatization and Economic Revival’ and will be of value 
to those from developing countries and non-market economies. 

The conference will also be useful to those from industrialized 


nations with industries or services that are politically or 
economically difficult to privatize. 


Paloma Ranch 


This is a rare opportunity to own 


ous of the most unqiue ranches in the U.S. Speakers include: a leading member of the UK government; 


representatives of major international companies involved in 
worldwide privatization as well as speakers from some of the 
many countries where 
privatization programmes 
are under way. 


* one of the single largest cotton wheat producing ranc hes in the U.S 
* 45 tracts ranging trom approximately 500 to 5,000 acres 


offering any tract, anv combination or as a total property 
produces Pima cotton, some of the finest quality in the U.S 


The Fourth London 
The due South Insee CONFERENCE 


. 
. 
* produces both hard red and durum wheat 
I 
* irrigation water suppl with miles of concrete lined canals 
. 


prime location, 70 miles southwest of Phoenix 


23 Great Smith Street, 


P PRIVATIZATION 


Telex: 01:931770 WIBU G. July (2th - 13th 1990 


Fax: 01-222 7544. 


For further information and an auction brochure, contact 


Schrader/Westchester at 1-217-352-6600 
or FAX 1-217-352-9048. 


Schrader/Westchester 
The Agricultural Au tion € 'ompany of Ame rica 
th amd Associates m amd Allaka lewestinent * 


In ascoxxation with Martin Goodrich 






With 365 days of business in Europe, 
it’s fortunate there's a new Europages every year. 


To find new customers, the best 
suppliers or your future business 
partners while saving time and 
money - consult Europages. 
Europages '89 means 340,000 rea- 
ders throughout Europe, a choice 
of 6 languages, 10 countries and 
over 140,000 companies at your 
fingertips. For 365 days a year. 
Until the next edition. 


Sales representative: 


THOMSON DIRECTORIES 

Thomson House, 296 Faruborough Road 
Farnborough, CLLH] I 
Hampshire GU14 ?NU | 
Tel. (0252) 516111 | 
Fax (0252) 377005 


i 


EUROPAGES: THE EUROPEAN 
BUSINESS DIRECTORY 
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ie UK's biggest new urban development project offers the 
est opportunities to investors, developers and new industry. 
h quality factory units and greenfield sites now available. 

Overamillion square feet of prestige industrial and commercial 
premises under construction or being planned. Specialised 
accommodation on technology and business parks. Participation 
nd business opportunities in Teesside Development Corporation 
flagship initiatives: Tees Weir — a £200M rejuvenation of 250 
acres as a high quality office, home, retail and leisure mix. 





THE UK'S BIGGEST NEW 
. URBAN DEVELOPMENT PROJECT 


...offers the biggest opportunities 


IIIT 


Si 








Hartlepool — provision of residential, leisure and business 
amenities and maritime-related enterprise at the new marine 
complex. Teesside Park — specialist retail outlets at the ola 
Stockton racecourse, now being developed together with the 
UK's largest leisure centre. Teesside opportunities — backed by 
Development Area grants and Enterprise Zone incentives.To find 
out more contact Duncan Hall, Chief Executive, Teesside Develop- 
ment Corporation, Tees House, Riverside Park, Middlesbrough, 
Cleveland TS2 IRE. Tel 0642 230636. FAX 0642 230843. 





TTT 





Make way for the Germans 


WER politics, like nature, abhors a vac- 
uum. As Russia retreats from its 40-year- 
old dominance of Eastern Europe, who will 
fill the space? The answer is the twist in the 
tail of this tortuous twentieth century: Ger- 
many. It is an increasingly fair bet that Ger- 
many is set to win in peace the European su- 
premacy that has twice eluded it in war. 

The latest events in Eastern Europe show 

it the formula—communist ideology plus 
Moscow's military might—that created a “So- 
viet block” is breaking down. Marxism-Le- 
ninism? Hungary's ruling party has just said it was all a mis- 
take and that it will contest the forthcoming free elections as a 
socialist party of the western type. The threat of Soviet force? 
The Poles have already acquired a non-communist govern- 
ment, and nobody has stopped them. Mr Mikhail 
Gorbachev's behaviour at East Germany's 40th birthday 
party last week was calculated to reinforce the message of non- 
interference: the days when that country's policy was decided 
in Moscow, he implied, are over. 

This is a green light for change. The immediate result is 
mass demonstrations in still Stalinist-run East Germany and 
extraordinary leaps towards freedom in Poland and Hungary. 
But it also makes West German eyes gleam. 

Leave aside for a moment the delicate question of German 
reunification. Liberalisation in Eastern Europe—and in the 
Soviet Union itself—means enticing opportunities for Ger- 
~an influence and, in particular, for German business. Al- 

ady West Germany is the leading trading partner for com- 
munist Europe. Communism's protectionist planners have so 
far kept sales to West Germany's markets in the East below 
696 of its exports. As communist Europe goes capitalist, a 
market of 400m frustrated consumers beckons. 

German businessmen are swarming in. Little noticed 
amid the excitement of the past week in Budapest and Berlin, 
the West German government has been busy too, pledging 
generous aid to help the reforms in Hungary and Poland. It is 
clearly set to become the biggest contributor to the bill for 
supporting Eastern Europe's reformers. This is not just char- 
ity (though the sense of repaying a historical debt for Germa- 
ny’s past aggression plays a part); it is a calculation that even- 
tually Germany has the most to gain. 

On the eve of last week’s party congress in Budapest, the 
Bonn government told Hungary, which had so obligingly let 
East Germans through to the West, that it was doubling its 
limit for credit guarantees to DM1 billion ($530m). Baden- 
Wiirttemberg and Bavaria then chipped in with similar offers 
worth DM250m each. West German help for Poland will be 
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even bigger. On October 10th the two coun: 
tries arranged (ahead of any agreement by th 
Paris Club of creditor governments) to re 
schedule DM2.5 billion of debt accumula red 
by Poland up to 1988; repayment is now put 
off to 1993-97. Half of an infamous DMI bil- 
lion loan squandered in the 1970s will prob " 
bly be written off, the other half convei ted 
into zlotys to be used for German-Polish 
projects. New export-credit guarantees of up 
to DM3 billion are in the offing. 

This is bait for East Germany too. Yo u 
will get much more help, West Germany is saying to its east- 
ern cousins, if you get serious about reform. Maybe old 
Erich Honecker, the East German leader, will try to preserve 
the old ways at any cost, even if it means doing a Tiananmen. 
Yet sooner or later, reform looks inevitable. It need not lead 
to reunification, the most obvious symbol of the new German 
pre-eminence. But it could lead to ties so close that the div 
sion between the two Germanies barely mattered. 


Sturm und Drang 


Opportunity in the East comes on top of strength in the 
West. West Germany is Western Europe’s strongest economy, 
and has (albeit without nuclear weapons) its most powe! ul 
army. Success and a new generation of Germans less troubled 
by war guilt are giving West Germany a new confidence which 
could be the beginning of a new assertiveness. It is not to be 
bullied into accepting new nuclear weapons, or lectured into 
reflation. President Bush pointed to the future when he spoke 
during his visit to Mainz in May of America and Germany 
being “partners in leadership”. 
A lot of people are not going to like Germany's grov in 
power. It will be an outsized force in a Europe which already 
has misgivings stemming from wartime memories. But 
ler's Germany was pure evil; today's West Germany (tho 
naturally pursuing its own interests) is a force for good, help: 
ing to spread democracy and wealth. That argument may no 
convince Poles, for centuries squeezed between Russians and 
Germans and hating both. Still, the Poles have little choice 
but to embrace German aid, which gives the Germans a 
chance to prove how nice they now are. i 
West Germany’s partners in the European Communit ty, 
notably the French, are already fretting about the Drang nach 
Osten (pull to the East), and think it essential to tether Ger- 
many securely to the West. In fact, the Germans are happy to 
be tethered. They know their prosperity has been built in the 
West, and that the East will need costly help before it becomes 
a lucrative market. As for the EC's 1992 programme, West 
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ny stands to gain more than anybody. 
is a mistake, however, to believe that the way to keep 
ny western is Euro-federalism. The federalists would 
e to use the 1992 project to propel the EC's 12 members 
wards something like a United States of Europe. The Drang 
nach Osten rules this out. West Germany is now almost cer- 
n to reject any deepening of the EC into a political union 
t shuts out East Germany— not to mention Austria, Hun- 
ry, Poland, Czechoslovakia. Euro-federalists should take 
ote: Germany's new interests are compatible with a great EC- 
de market after 1992, but not with EC-wide defence or with 
| 12-member government of Europe. Expect Germany to 
ush the Community towards widening as well as deepening 
ee page 59). Yet trying to push both ways at the same time is 
bound to cause trouble. 


great destabiliser 


ll it also push for neutrality, and bring the break-up of 
ATO? Probably not for a long while yet. Sensible reformers 
n Eastern Europe recognise that the surest way to end their 
ew freedoms is to meddle with the military alliances, and it is 
| West Germany's interest to encourage the sensible reform- 
rs. But eventually, if troop numbers are negotiated down and 

stern Europe becomes properly democratic, a new pattern 
f security will have to be found, perhaps involving a neutral 
don sanitaire across central Europe. After all, if the 





Germanies did unite, what would be the point of massing 
troops along a border no longer in existence? 

If these thoughts cause some uneasy shuffling in the West, 
imagine the conniptions they are causing in Moscow. Not 
only are parts of Eastern Europe going non-communist, but 
the Warsaw pact's front line, East Germany, is suddenly 
shaky. At home, Latvia's popular front is asking for a fully 
independent Latvia, the Armenians and Azerbaijanis are 
closer than ever to civil war, and the economy is in such a 
desperate state that the Russians have sent for Mr Alan 
Greenspan of the Fed. The precipitator, if not the cause, of all 
this upheaval is Mr Gorbachev. Gorbachev the peacemaker is 
also Gorbachev the destabiliser. 

Hence the temptation for conservatives to get rid of 
him—if they only knew how—and restore the comfortable 
old stabilities. Yet Moscow minus Gorbachev would not 
bring back pre-perestroika Europe. Things have gone too far. 
Yes, reforms in Eastern Europe could be slowed down, and 
Soviet domination could be reasserted (not least through the 
550,000 Soviet soldiers stationed there). But even a hardli 
administration in the Kremlin would have its work cut c... 
controlling Russia's inner empire. The changes in the outer, 
East European empire may well be irreversible. 

In which case the strengthening of Germany looks un- 
stoppable. To borrow Mr Gorbachev's terminology, in the 
"common European house" the Germans will be landlords. 








hrough gritted teeth 




















charms of the soft-option school 


LFTER ten years in government, Margaret Thatcher is fac- 
. ing her toughest test. At first glance that seems like hy- 
bole. A percent or two off sterling, a percent or two on 
terest rates—embarrassing, of course, to poor Nigel 
iwson, her chancellor of the exchequer, but surely small 
ff compared with the 1980-81 recession, the Falklands war, 
the miners’ strike. That is true; and, in a way, that is the 
ouble. 
- Those earlier, deeper challenges posed a stark choice: vic- 
ry or defeat. Certainly the Tories needed all their leader's 
€ to succeed —but they had few doubts about where their 
tical interests lay. Now there is no such clarity. In seeking 
to dig itself out of a pit of its own making, the government can 
abandon its principles for some soft economic options—and 
enjoy a burst of applause from most of its supporters. Or it 
can do what is best for the economy’s long-term health—and 
k a pasting that might weaken its chances at the next elec- 
tion. Political tests come no tougher than this. 


What went wrong 

The economy is in trouble for a depressingly simple reason: 
demand for goods and services has grown much too quickly 
n the past few years. Unusually, as Mr Lawson is always quick 
o point out, the cause was not the government's budget. The 
public sector is running a surplus so big that, if not for present 
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ritain's economy is to be saved from its bad old ways, its government must spurn 
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distractions, it might be an embarrassment in its own right. 
Demand has surged because the private sector, and especially 
consumers, have been saving less and borrowing much more 
than they used to. Credit has fuelled both inflation (which 
has risen from 396 to 796 over the past three years) and tk ^ 
external deficit (which has swung from broad balance to .. 
deficit of £20 billion a year). With fiscal policy, according to 
Mr Lawson, prudently tight throughout, the government has 
assaulted demand by doubling interest rates. 

This has hit hardest at the mortgage-burdened, who are 
usually most inclined to vote Tory. As if that were not awk- 
ward enough, Mr Lawson has been faced with a run on ster- 
ling. No longer is he pushing up interest rates just to keep 
monetary policy tight; his main recent purpose has been to 
defend the pound. As a result, the headlines have been horri- 
bly reminiscent of sterling crises of old. 

The government’s critics note happily that ten years of 
Thatcherism have left at least one economic rule intact: as 
soon as the economy starts to grow at a decent pace, balance- 
of-payments difficulties bring its expansion to a sickening 
halt. In fact, it is a travesty to say that nothing has changed. 
Just look at the pattern of demand and output since 1983. In 
the three years to 1985, real demand grew by 101296 in all, 
and output grew by 912%. In the following three years, output 
growth actually quickened, to a total of 121296. The trouble is 
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T that growth in demand soared to 17!2%, the fastest burst for 
decades. Yet that 121/96 rise in output, after the recovery had 
been going for four years, shows that things really have 
changed. In the 1970s smaller surges in demand caused much 
bigger rises in inflation. So the past two years of higher infla- 
tion and lower pound are not proof that Thatcherism has 
failed to improve the economy's supply side. They are proof 
that the government mismanaged demand. 

Mr Lawson could have made the monetary squeeze of the 
past year gentler and more effective if he had used his budgets 
since 1987 to make fiscal policy tighter than it already was. He 
didn't. So what matters now is to make sure that the squeeze 
on demand which has already been imposed curbs inflation as 
painlessly as possible. The key to this is to accept that some 
discomfort is unavoidable. The interest-rate tourniquet must 
be allowed to do its anti-inflationary work—even if it means a 
shallow recession next year. This is not exactly appealing. But 
consider the alternatives. 

The policy with the greatest superficial appeal, and the 
zatest potential to do real damage, is to let sterling drop. If 
is happens, Mr Lawson (or his successor) will not lack for 

excuses. Industrialists are complaining that the pound is 
“overvalued”’, which in plainer English means that they have 
let their costs rise so are finding it hard to sell profitably in 
overseas markets. Industry also protests that interest rates are 
higher than is necessary to curb demand. Monetarists such as 
the prime minister's personal economic adviser, Sir Alan 
Walters, would broadly agree. They also object to exchange- 
rate targets on principle: let the market decide, they say. 

So businessmen would applaud a lower pound and looser 
money, and enough academics could be wheeled on to justify 
the policy shift. And the voters? They would love it—at first. 

But not for long. A fall in the pound would raise inflation 
by making imports and the goods that compete with them 
dearer. These price increases would fuel demands for higher 
wages. Companies would be happy to oblige: a currency de- 
valuation would have bailed them out once, and would be 
counted on to do so again. With the anchor of a stable ex- 
change rate cast aside, it would take a full-blown recession to 
~2t inflation down again. Everybody would hate that even 

iore than they hate the latest rise in interest rates. 

Some Tories would nonetheless like to bolster a “flexi- 
ble" approach to sterling with other policies intended to grab 
votes. Credit controls would go down well, some reckon: 

. blame the credit spree on the reckless banks. And cushion the 
coming slowdown by spending some of that fat budget sur- 
plus on schools, roads, hospitals and what have you. Never 


Better luck next time 


And better support from the United States: the bungle in Panama leaves 


nothing but pink faces in the White House 


RESIDENT Bush has squeaked out of his Bay of Piglets, 
but only just. No corpses on the beach, no helicopters in 
the desert marked America’s latest spat with a third-world 
dictator. Mr Bush cautiously said nothing about the botched 
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mind that previous attempts to use credit controls have be 
at best ineffective and at worst a microeconomic poison 
Never mind that no sane government struggling to conta 
inflation could tell the financial markets that it is adopting : 
more expansionary fiscal policy. Please do something, any 
thing, to appear sympathetic. 


The kindness that kills 


The mere possibility of such soft-headedness is harmful. T 
government’s recent difficulties have been caused ens y 
the fear that in the end it will let sterling slide. If the market 
believed Mr Lawson's pledge to defend the pound, t 
present interest-rate differentials would be drawing in a mucl 
greater flow of capital; in other words, the pound could b 
held steady with lower interest rates. But the chancellor’ 
promise has been continuously undermined by reports of 
agreement between himself and Mrs Thatcher. This 
neutralised a good part of the recent tightening, and ma! 
make even higher interest rates n 

The only certain way for Mrs Thatcher to help shave 
terest rates is to commit herself to a stable pound. To do tha 
much the best way would be to make sterling a full member c 
the European Monetary System. In the argument over th 
timing of membership, the balance has shifted decisi: ely 
favour of joining now. In last year’s row with Mr Lawn V 
Thatcher could plausibly say that the domestic econom 
called for higher interest rates than would have been consi 
tent with a stable pound. If, as it seems, she thinks this is n 
longer true, now is the time for a binding commitment to : 
stable exchange rate—in short, for the EMs. V 

Whatever the exchange-rate system, any government’: 
best weapon against inflation is the credibility of its promis 
to contibl it. If its promise is believed, the task is easy: firm 
and workers set prices and wages accordingly. If it is not, infle 
tion has to be clobbered with slower growth than would ot 
erwise be possible, and perhaps with a recession. 

For all its achievements, this government cannot ¢ 
its promises on inflation to be believed. Its decision in the 
mid-1980s to treat 4% inflation as a triumph instead of pre: 
ing on to stable prices (as it had promised to); its rejection ¢ 
fiscal policy as an instrument for cooling demand; its ta: 
break for mortagage credit; its internal squabbles over mor x 
tary policy—all these have left the markets with no choice bt 
to say: don’t tell us, show us. As a result, the coming 
of disinflation will be far from painless. But the governmer 
can still choose, between a little pain or a lot. If it goes for th 
soft options, be prepared for a lot. 


putsch in Panama, and cautiously did very little. But he th er 
allowed his men to make his caution look like chaos. It w. 
not his a foreign-policy test, but it was his first semi-failur 
(see page 35). 
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Ever since the Americans fell out with their former pro- 
sé, General Manuel Noriega, a couple of years ago, they 
ive been longing for, and ineffectually plotting, the wily vil- 
s overthrow. They had hoped it could be done by Pana- 
s unconvincing democrats. But, when the voters unam- 
ously rejected him last May, the general simply declared 
election void and carried on as before. 

The opportunity to give him the boot came through a 
ling-out among Panama's greedy top brass. On October 
d they launched their palace coup, giving the Americans a 
ance to get rid of the whole military crew. The colonels 
mbled. So did the Americans, largely because they were try- 
to run a street-corner operation in Central America from 
White House whose chief had important business else- 
re, and whose other occupants then told foolish fibs 
out how much they had known in advance, and when. 
The plotters were the junta's chiefs of intelligence and of 
yperations, Colonels Guillermo Wong and Julio Ow, in ca- 
oots with the chief of the headquarters defence battalion 
ind the head of liaison with the local United States forces. 
iey encircled General Noriega and his bodyguard inside 
adquarters, and tried to frighten him into leaving the coun- 
ry. The general does not frighten easily. He told his captors 
hey could shoot him, but short of that he was staying put. 
'hey held their fire. His men sneaked him out of the bar- 
cks, and the coup had failed. The luckier rebels died on the 
pot. Others were killed more slowly. 

“That the Americans wanted a coup is plain. But they did 
t organise this one, and seem not to have known enough 
ut it. Their tip-off came from one of the coupsters' wives, 
t she gave the wrong date and would not provide a call- 
ck number by which they could check her request. The 
nspirators seem to have feared that, in exchange for their 
j, the Americans would insist that Panama go democratic. 
t was not the colonels’ idea at all. 

‘Had the United States lent a decisive hand without ex- 
icting promises of democracy, it would have been accused, 
d fairly, of intervening in favour of an unsavoury gang 
se sole merit was that they were not called Noriega. Inter- 








vention might have involved stiff American casualties, and 
worse ones among adversaries and among civilians. It would 
have meant breaking the strict terms of the Panama Canal 
treaty, and thus bringing down ritual denunciations of “Yan- 
kee imperialism” from Latin American leaders. 

Prudence might well have kept American forces out of 
this nest of vipers. Confusion did it instead. General Noriega 
is still there, albeit weakened. His junta is destroyed, his most 
capable accomplices dead, and a new reign of terror has be- 
gun in Panama, whose people will get poorer faster because 
even the most unscrupulous traders and money-launderers 


will be shyer than ever of the bloodstained boss. 


It’s the canal that matters 


General Noriega is not only a drugs profiteer. He is also a 
macho mystic who believes he incarnates some Panamanian 
“reality” that will outlive the death he seems unafraid of. The 
Panamanian realities that matter to the wide world are its ca- 
nal—though less so every year, as trading patterns shift—and 
the American bases along it, which will have to close in t. 
years anyway, failing a new treaty with the United States. 

This year marks half-way in the 20-year process by which 
ownership of the canal and the bases passes from American to 
Panamanian hands. At the end of December the waterway 
should no longer have an American chief administrator, but a 
Panamanian, whose appointment must be confirmed by the 
United States Senate; but the Senate could not imaginably 
approve General Noriega's nominee. 

Yet the general needs the jobs and money the canal pro- 
vides. If he blocked the waterway, the treaty would entitle the 
Americans to move in, and most Panamanians (including, 
now, much of the army) would cheer them on. The ships will 
probably go on sailing through under a deputy administrator, 
or by some such blind-eye arrangement, even if General 
Noriega clings to power. The wretched man must go, and the 
sooner the better. It would have been more dignified for the 
Americans had they indeed been able to grab him in the con- 
fusion of the abortive coup. They didn't: too bad. The next 
lot of conspirators will have to be better prepared. 












avours-—least of all America 


UST as it seemed that the rest of the world could for once 
applaud Japan for saying no, it seems to have spoilt it all by 
saying yes. The no had been to a plan to restrain the dollar 
joining in Europe's round of interest-rate rises triggered by 
Bundesbank on October 5th. The yes came on October 
‘Ith when the Bank of Japan unexpectedly increased its dis- 
count rate by half a point, to 33496. If Japan made that move 

or anything other than domestic reasons, it should not have. 

nd, when thinking about future moves, it should again con- 
entrate just on its own economy. 

To say that “Japan can say no” (thus accepting the title of 

a recent book by Sony's chairman, Mr Akio Morita, and a 
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he Japan that should say no 


Raising interest rates to push down the dollar is doing nobody any 











politician, Mr Shintaro Ishihara) may sound perverse. After 
all, for the past few years the rest of the world has been bad- 
gering Japan to think more about international affairs and to 
spend less time gazing at its domestic navel. On many issues 
the badgerers have been right; but there are times when gaz- 
ing at foreign navels can be damaging, too. l 

That is true, above all, for America and its trade deficit. 
The surest way for the trade gap to shrink is through a reduc- 
tion in the federal budget deficit; and though many congress- 
men are transfixed by Japan’s supposed power, even the most 
vivid congressional imagination would surely not pretend 
that the Japanese can take the decisions needed to cut the 





budget gap. Americans cannot always rely on Japan, West 
Germany and other trading partners to do all the dirty work 
by pushing down the dollar through co-ordinated rises in 
non-American interest rates, and by reflating their domestic 
economies to suck in more imports. Worse still, by seeming to 
help out through international policy co-ordination, foreign- 
ers merely stave off the day when America will have to act. 
Plenty of Japanese agree with that. Some are ready to ar- 
gue publicly that if Americans continue to spend too much 
and save too little, if their industries fail to regain interna- 
tional competitiveness, and if their government fails to elimi- 
nate its budget deficit, then there is a limit to what others 
should do to bail them out. It is a point well made, but one 
that could usefully be put into practice. America has no spe- 
cial claim to be excused, especially given the recent fall in Ja- 
pan’s current-account and trade surpluses (down 32% and 
34% respectively in August on a year earlier). 


Tightness begins at home 

^ principle, there is nothing wrong with Japan raising its in- 
„~est rates. If the Bank of Japan thinks that inflation is on the 
rise and monetary policy is too loose, then it should raise rates 
firmly and early. As the Bundesbank so often shows, that is 
the best way to retain credibility in the markets. But it is not 
clear that this was Japan’s motive. For one thing, financial 
deregulation has made Japan’s discount rate less important 
than it once was, a symbol rather than a direct weapon of 
policy. For another, few believe the official line that a general 
rise in rates is needed to cap inflationary pressure. 

The Japanese economy does indeed have some inflation- 
ary pressures. But, with the possible exception of tight labour 
markets, they appear less severe now than they were earlier in 
the year. Capital investment is easing capacity constraints in 
industry. Wholesale-price inflation fell back to 3% in August 


The price of a tusker 


Banning the ivory trade will harm elephants, not help them 


OW to save the African elephant? The decline in its 

numbers, from 1.2m to 600,000 in a bare eight years, 
has set African countries and western conservationists argu- 
ing this week over the case for and against a ban on the ivory 
trade. The debate, at a meeting of the Convention on Inter- 
national Trade in Endangered Species (ctTEs), is effectively 
over how economics can help conservation. 

The core of the problem is that, where rare animals or 
plants are concerned, the interests of an individual may differ 
from those of society at large. A country may see the need to 
manage a rare species—mahogany, say, or orchids—so that it 
yields revenue indefinitely. An individual is more likely to see 
profit in extracting as many trees or bulbs as possible, even at 
the risk of driving the species to extinction. 

To rescue such rarities, economists-turned-conservation- 
ists hunt for ways to bring their long-term value to society 
more closely into line with the short-term profits to individ- 
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-even Bank of Japan officials would be pushed to argue 




































from a peak in June: the combination of rising crude-oil price 
and the weaker yen that pushed up import prices sharply in 
the first half of the year is now moderating. Consumer-price 
inflation has stabilised now that Japan's consumption ta 
and the price gouging that accompanied its introductio 
April, have been absorbed. The annual growth of the b 
money supply has fallen below 1096. 

Compared with the past few years, all those indicators ái 
running quite fast for Japan, so the central bank could us 
them to build a familiar case for higher interest rates. B 


a ; 


straight face that boosting the discount rate by half a p i 
age point would crunch out inflation from an ccone grow 
ing at a barely blushing 4-5% rate. um 
The real reason for pushing up interest rates is the doll: 
and that worst of all possible motives for policy, fear of Amer 
ican protectionism. Despite being thumped by central-ban in 
intervention in the past fortnight, the dollar has re 
stubbornly high, even after the most recent round of intere 
rate rises. If it stays that way, it could prompt a new rise ir 
Japan's current-account surplus. That could give new 
strength to the Japan-bashers. 
it happens, financial markets have beer 
underwhelmed by Japan’s domestic-inflation argument a 
by the notion of a co-ordinated assault on the dollar. Before 
October 1 1th was out, the dollar was on the rise again, despit 
heavy selling of dollars by the main central banks. Japa 
investors are still keen to buy American Treasury bonds, ever 
though the differential between yen- and dollar-bond yi 
has been narrowing. If the dollar stays above Y140 for lon ne 
the Bank of Japan may well think it politic to join in 2 
round of interest-rate rises. It should remember this week’ 
lesson. By shuffling in six days late, it just looked meal ou 
of step. Better to be the strong silent type. 


othe 


over E 
"T 


uals. Only when the revenue from sustainable management is 
as generous as the pay-off from once-for-all extraction il 

people have a real incentive to conserve nature’s treasures. 

Beyond a doubt, live elephants can be worth more than 
dead ones. They are, after all, one of the big beasts that mos 
visitors to Africa long to see. A quick survey by Mr Gardne 
Brown of the University of Washington in Seattle found th 
the average tourist in Kenya claimed to be happy to p ay ya 
$100 surcharge to help protect the elephant. Even allowing 
for five-fold exaggeration, that still indicates that Kenya's Im 
game-park visitors could bring in an extra $20m a year—per 
haps ten times what Kenyans make from poaching. Un 

There is another way, though: kill a number of elepha 
every year, the better to maintain the herds at a size that keeps 
them healthy and stops them doing so much damage that lo- 
cal farmers become killers out of desperation. Some of thi 
revenue from careful culling comes from selling the tusks for 
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and some from selling hunting permits to rich foreign- 
who will happily pay $15, 000 for a trophy. The money 
n be used to pay local people to act as guides, and to pay the 
ime-wardens who supervise the cull and keep the poachers 
it. This is the approach taken by Zimbabwe, Botswana and 
xuth Africa. Unlike the rest of Africa, all three countries 
have kept their elephant populations stable. 


on't be deceived by the short run 


Now Kenya and Tanzania, countries which have accounted 
or almost one-third of Africa's dead elephants in the 1980s, 
nt a ban on the ivory trade. They are backed by conserva- 
ists who argue that the existence of a legal trade, con- 
trolled though it is (inadequately) by CITES, makes it harder to 
op smuggling. Already many countries have been persuaded 
an ivory imports, and conservationists argue that the re- 
t has been a 50-6096 fall in the price which will eventually 
ourage poaching. 

< That fall in price is precisely what you would expect to 
happen—in the short run. On a longer view, a ban will raise 





the ivory price. Some demand, satisfied up to now from legal 

sources, will turn to the black market, which already accounts 
for perhaps three-quarters of the total trade. As a result of 
this rise in illegal demand, the black-market price—the price 
paid to poachers, smugglers and corrupt ministers—will rise. 

At the same time a ban will choke off one way in which 
ordinary people in Africa may legitimately earn something 
from conserving elephants. Zimbabwe’s exemplary Campfire 
scheme, which encourages people on the shores of Lake Ka- 
riba to treat elephant hunting and controlled culling as 
sources of income, shows how the ivory trade can compensate 
farmers for the damage elephants can do to their lands. 

To encourage countries to look after rare species sensibly, 
two things are necessary: a price premium for sustainable 
management; and a good share of the proceeds paid to local 
people, to help bring their perception of the value of the spe- 
cies more into line with the value put on it by the world at 
large. A ban does neither. It puts a premium on poached and 
smuggled ivory; and it does nothing to reward ordinary peo- 
ple for conserving elephants. 























|, STOCKBROKER, said Woody Allen, is someone who 
takes your money and invests it until it’s all gone. Sadly, 
survey commissioned by the American Stock Exchange, the 
ew York exchange’s smaller rival, suggests that ordinary in- 
estors think Mr Allen is not just funny but right. There is a 
vergence of interest between investors and the people they 
loy to execute their investments. If stockbrokers wish to 
ive (and many look doomed on both sides of the Atlantic, 
page 95), they will have to close this gap. 
rongly but understandably, the exchange is paying 
re attention to another finding: that only 28% of Ameri- 
investors have "lost confidence" in the stockmarkets as a 
lt ofthe October 1987 crash. This is flatly contradicted by 
e professionals. When stockbrokers were asked their opin- 
ion, 8196 said that their customers were still obsessed by the 
mayhem of October 1987. Institutional investors have 
powered the recovery in share prices. Many individual inves- 
tors have taken to the hills. 
Perhaps private investors are put off, not by the markets, 
but by the people who sell them those markets. In buying and 
selling shares, private investors say they are more influenced 
by what they read in newspapers than by what they hear from 
brokers. Since journalists usually rank alongside second-hand 
car salesmen in public esteem, this should worry brokers. So 
should the feeling of ordinary shareholders that they are sec- 
ond-class citizens in the stockmarkets. Most think that the 
markets are not level playing fields, that the individual inves- 
tor has little chance against the large institutions. A particular 
grumble is that institutions are told things first. Stockbrokers 
admit it: two-thirds agree that “by the time small investors 
_ hear about a good stock it's usually too late." 
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(our broker recommends 


Stockbrokers act like salesmen; they should offer a service instead 







3 Neutral Short term Y 
1Buy Long term j 


Recovery after 


The investors polled by the American Stock Exchange are 
not helpless Aunt Millies with egg money in penny stocks. 
The typical investor questioned is 55 years old, has a univer- 
sity degree and heads a home with an annual income of 
$80,000. He (most are men) knows about options, zero-cou- 
pon bonds and stock-index funds. He is also a conservative - 
sort of chap, much keener on preserving his capital than on 
trying to make a killing. 

More than four-fifths of investors described themselves a 
risk-averse conservatives; two-thirds of brokers described 
themselves as risk-oriented. That difference goes to the he 
of the matter. Investors like blue-chip shares (70%), pre 
other safer forms of investment to shares (6596) and equate 
share-buying with gambling (5996). Brokers, who work on 
commission, want them to trade often and.to plunge their 
money into glamour this or flashy that. As a result, many in- 
vestors are burnt and demoralised. 


The word is hold 


For investors to place more confidence in brokers and in the 
stockmarkets, the professionals will have to listen harder to 
what they have to say. They do not want their accounts 
churned. They want brokers to be licensed. They want a 
stockmarket (and presumably a tax system) that favours the 
long-term investor rather than the speculator. In fact, they 
want the sort of stockmarket that critics of short-termism say 
America badly needs. Given transaction costs and the fact 
that most tips are not worth the paper they are written on, the 
best advice to any investor, any week, is "hold". How often 
does your broker say that? 
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The freedom to be cleaner 


than the rest 


Europe’s moves towards 1992 are worrying environmentalists. How far, 
they ask, is a truly common market compatible with a clean environment? 


"THE 12 countries of the European Com- 
munity are playing out, on their small 
stage, a drama that will be repeated, with 
variations, on a world scale. They are trying 
to develop rules to allow countries at differ- 
t stages of economic development, and 
"with different shades of green, to pursue na- 
tional environmental policies that do not 
get in the way of free trade. 

A flurry of report-writing is taking 
place. The European commission is pulling 
together an expert study of 1992 and the 
environment for the council of environ- 
ment ministers in November. Britain's envi- 
ronment department has commissioned a 
report from the Institute for European Envi- 
ronmental Policy. So have the Dutch and 
West German governments. Several West 
German Lander are drawing up reports of 
their own. The environment industry, al- 
ready highly conference-prone, has discov- 
ered in 1992 a brand-new seminar topic. 

The EC commission has long been devel- 
oping environmental policies, but on shaky 
legal foundations. Greenery barely figures in 
the original Treaty of Rome. But the Single 
European Act, the legislation that paves the 
“ay for the completion of the internal mar- 

X in 1992, says firmly that all EC policies 
should take account of the need to protect 
the environment. They won't, of course, but 
at least the commission now has a firm legal 
footing for its policies. 


Raising standards 


The 12 EC member countries are by no 
means all equally green: 

@ The most verdant are the Dutch, West 
Germans and Danes. Because these three al- 
ready have well developed national policies 
of their own, they have tended to regard the 
EC as a threat to their own greenery. But 
even these virtuous nations are not perfect: 
for instance, neither West Germany nor 
‘Holland has yet fully implemented an Ec di- 
rective on the protection of birds. 

@ In contrast, Greece, Portugal, Spain, Ire- 
land and, to some extent, Italy are in the ear- 
lier stages of developing environmental poli- 
cies. For them, EC legislation has become the 
"framework and the spur. 
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@ In the middle lie Britain, France and Bel- 
gium, where environmental policy has ex- 
isted for years, but where the EC has tended 
to force its pace. Britain's green lobby has 
become particularly crafty at using the EC to 
put pressure on government to move faster 
than it would like. 


Long before it got clear le- 


mon environmental standards. 

The commission has been issuing € 
directives on bathing water since 1976, for 
instance. On this and lots of other issues, 
not all the 12 fulfil all the directives. One 
constant problem is that, though it is na- 
tional governments that deal with Brussels, 
in some countries it is local government's 
job to protect the environment. If the two 
disagree, nothing happens. 





of 
gal authority to do so, the EC a. 
commission had been trying to „e 
get the 12 countries to adopt com- 

























































When—if—Europe's customs bar 
vanish, some obvious green: proble 
arise. Just as it will become harder to pr 
trade in illegal drugs, so will it be to 
banned trade in, say, rare animal 
Dutch and the West Germans dem: 
their industries dispose of waste w 
arises, or in expensive state-run in 
ators. How will they stop companies 
ping it off to cheaper dumps in less sq 
mish countries? The Germans have devi 
alot of ingenuity to arguing that waste: 
ther a good nor a service, and therefo 
should not be covered by the EC's inter 
market rules. E 

Product standards notoriously can o 
struct free trade. The commission is dete 
mined to prevent that within the EC. B 
what if one country wi 
to apply higher en 
mental standards than 
ers? As amended by th 
gle European Act, t 
treaties specifically al 
this, but only on condi 
that it does not create 
open or disguised batri 
intra-EC trade. 

That could easily be t 
case. A country that. 
poses feeble standards 
industrial —processes-—o 
waste disposal, say, or t| 
quality of effluents---could 
be seen as unfairly helping 
its own industries. One t 
requires products to 
special environmental stat 
dards of its own will be ac: 
cused of barring competi 
goods from other EC cou 
tries. The commission is: 
ger to scrap trade barri 
yet reluctant to stop’ oné 
country aiming for tough 
environmental rules tha 
the rest. The questio 
where to draw the line. 

The main test will come in the Europe: 
Court of Justice. It took a landmark deci 
on product standards—of the non-envir 
mental sort—in 1979, when it stopped Wi 
Germany banning French créme de cass 
blackcurrant liquor) on the grounds th: 
alcohol content did not meet German r 
lations. A standard accepted in one EC c 
try, the judgment implied, should genera 
be accepted in another. : 

But environmental product standar 
are different. How different was tested 
the first time three years ago, when the co: 
mission hauled Denmark before the c 



















































ver a law introduced in 1981 which re- 
uired that beer and soft drinks be sold only 
eturnable bottles, with a compulsory de- 
sit. Brewers from other countries grum- 
led that the costs of recycling bottles wiped 
ut.the profit to be made in Denmark's 
mall market. Eventually the commission 
‘ook the case to court, arguing that the 
nes were imposing a disproportionate 
vel of environmental protection. 
In September last year, however, the 
rt backed Denmark. Its judgment, in- 
oking the environmental provisions of the 
ngle European Act, was the first to allow 
hat is indeed a trade barrier on such 
rounds. It was a big victory for the commis- 
on's environment directorate over the in- 
rnalamarket directorate, which had in- 
isted on taking Denmark to court. The 
st German government has now decided 
go ahead with a proposal for mandatory 
leposits on plastic bottles, and the commis- 
ion has backed down from a plan to take 
y to court over a law that restricts the use 
plastic packaging. 


reen parliamentarians 

-will take further cases to show exactly 
here the European court draws the line be- 
en greenery and trade. A recent row over 
car exhausts might have been one. In the 
end, it did not get to court. But it did say 
‘something interesting about the European 
Parliament’s role in environmental policy. 
The parliament was green with a small 
“g” long before last June's European elec- 
tions brought it two dozen Green party 
members. Because the environment is one 
f those rare EC issues where ordinary peo- 
le can understand the point of what the 
Community is trying to do, the topic at- 
acts the second-largest number of par- 
amentary questions.. And one effect of the 
ingle European Act has been to give the 
parliament more clout (albeit not enough 
for the taste of Mr Ed Nijpels, the youthful 
Dutch environment minister, who horrified 
his colleagues on the EC council of such min- 
isters by suggesting that they should all ap- 
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pear twice a year before the parliament, and: 
take part in debates.) - 

A first hint of the way the parliament 
may in future use its clout came from a dis- 
agreement over the exhaust-emission stan- 
dards for small cars. Countries whose manu- 
facturers specialise in big cars (West 
Germany) and those with no car industry 
(Denmark, Holland) wanted tight standards 
and a tough timetable. Those countries that 
build mainly small cars (Britain, France, 
Spain, Italy) feared that this would mean a 
bonanza for the Japanese. 

A fragile compromise was put together. 
But it quickly fell apart when it became clear 
that the Dutch intended to go ahead with a 
scheme of their own to give financial incen- 
tives to motorists who bought cars meeting 
the new standards ahead of the deadline set 
by the timetable. The commission threat- 
ened to take Holland to court. Cheered by 
the court decision on Denmark's bottles, 
the Dutch were unmoved. 

This row ended not in court but in the 
parliament. The compromise had been 
pushed through on a qualified majority vote 
in the council of ministers—a procedure in- 
troduced in the Single European Act. But 
that act also gives the European Parliament 
power to reject such council decisions. Last 
April the parliament turned down the com- 
promise, as not demanding enough. The 
commission, which had by then changed its 
mind (or rather, its environment commis- 
sioner) put forward a revised proposal for 
standards as tough as those in America, and 
for a tighter timetable. The ministers—had 
all so agreed—could still have stuck to their 
guns. But, with Euro-elections looming, they 
found it preferable to give way. 


Going Dutch 


Inevitably, the 1992 process will raise issues 
of this sort more often. West Germany, for 
example, fears it may be forced to allow im- 
ports of paraquat, a weedkiller which it bans 
but Britain and France allow. Countries 
that impose high process standards on in- 
dustry equally will be under pressure. 

Here tricky questions arise. The West 
German govetnment wants to set limits 
tougher than the EC norm on emissions 
from factories in the crowded Ruhr. Ger- 
man industry has complained. The difficulty 
for the commission is that German stan- 
dards, reasonable in the Ruhr, would be un- 
necessarily stiff for—say—the west of Ire- 
land or the centre of Spain. The obvious 
solution is for the EC to take the view that, if 
a country's people want stronger environ- 
mental rules than their neighbours, they 
may have to pay for them in lower competi- 
tiveness. The would-be-cleanest countries 
may not share that view. Ask, for example, 
the Dutch. 

Their small and tight-packed country 
has just come through the greenest election 
campaign the world has ever seen. Its attack 











of green fever began last year when, at the 
presentation of the budget, queen: Beatrix 
read out a speech-—written, as is customary, 
by her prime minister—praising the stéady 
improvement in the freshness of Dutch aur 
and the purity of Dutch water. This struck 
the Dutch as a bit rich. Uproar ensued. In 
her Christmas message, written by herself, 
the queen then deplored the appalling de- 
terioration in her country's environment. 
The government, with the zeal of converts 
and the spur of an imminent election, put 
together a plan to cut pollution by up to 
90% by 2010. During the election cam- 
paign, the political parties competed to ex- 
tend even these extravagant promises. 

Once the Dutch have a new govern- 
ment, those pledges will have to be re- 
deemed. Some quick figuring by the central 
planning bureau suggests that, overall, the 
impact on the economy might turn out to be 
surprisingly modest. For some Dutch indus- 
tries, however, the figures show a consid 
able difference between the effect of advan 
ing alone into this greener future, and of 
advancing in company with the rest of the 
EC. Not surprisingly, the Dutch are already 
lobbying others to try on their squeaky- 
clean hair shirt. 

America's experience suggests that the 
EC may find it can cope with different stan- 
dards better than it now expects. American 
soft-drinks manufacturers put up with a de- 
posit-refund scheme in a dozen states (and 
higher deposits in New York than else- 
where). The states of Oregon and Washing- 
ton impose uniquely stringent rules on their 
forestry industry. And smoggy California 
has for some years imposed higher car-emis- 
sion standards on its residents than other 
states do. Cars there have cost $100-$500 
more than elsewhere. This summer, eight 
states in Ámerica's crowded north-east de- 
cided to bring their rules into line with Cali- 
fornia's. Now Congress looks set to impose 
the higher Californian standards on t 
whole country. Poor EC commission and 
council of ministers: the greenest Europeans 
will now want to follow suit. 








; THE ECONOMIST OCTOBER 14-1989. 


lO 


IO CFO) UD) INAUEG) ie 


It really doesn’t matter if 
you live in Kendal or Kuwait, 
nancial affairs are financial 
affairs. And, even if youre 
financially in good shape, your 
affairs need administration. 

Now, your average Brit in 
Kendal can stroll down to his 
bank or pick up a phone 
and do a spot of adminis- 
tering any time he likes. 
But the Brit in Kuwait...? 

Well, it so happens that’ 
if he's dealing with NatWest's 
Expatriate Service Office, he 
 €an do much the same. Admit- 
tedly it's a fair old trek to 
"Chelmsford, but a phone call, 
fax or a letter puts ` him 
straight in touch with a 
-specialist unit within NatWest 
Bank dealing exclusively with 
„expatriates. d 

The great thing about it is 
that whatever your enquiry, 
| youre dealing with a team who 


really understand your concerns 
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as an expat and will co-ordinate We say ‘10 services’ but le 


the necessary services. face it, were one of the larges 


And 


costs you nothing. The bank even -~and there are hundreds o 


this co-ordination banks in Britain - the world, 
services available. We're just col 
centrating for now on thos 
* most relevant to expats, 
like offshore banking, 
savings, tax, investment, 
insurance, mortgages etc 
at home as well as abroad. 
The NatWest Expatriate 
Service Office doesn’t just 
mean your affairs can be ir 
perfect order, they can be as 
takes its normal commission easy to handle in Tokyo as in 
- when applicable - from which- Totnes. 
ever services you choose to use, Fill in the coupon, or 
but the advice and administra- phone us and we'll let you know 


tion are free. exactly how we can help. 


| To: National Westminster Bank PLC, Expatriate Service Office, PO Box No 12, . m 
2nd Floor, National Westminster House, 6 High Street, Chelmsford, Essex, [^ 


England, CM1 IBL. Tel: 0245 261891 ext. 304. Pax: 0245 490627 
NatWest 


Expatriate 
Services 





NAME. 








ADDRESS 








| Please tick if interested in any of the following: 
D] UK personal taxation D Insurance [D Credit cards 
| L1 Offshore banking O Mortgages O UK banking 
LI Offshore savings and investment [O Investment management D) Travelcurrency 
| Bone services (please specify} 
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American experience also suggests that 
companies are not, in fact, much inclined to 
set up shop in one place just because its envi- 
ronmental standards are lower. In most in- 
dustries, compliance with these standards 
accounts for only a fraction of capital costs, 
which in turn account for only a fraction of 
product prices. Differing rules on, say, social 
security are likely to be much more impor- 
tant when a company wonders where to go. 


Costs of growth 


Some of the environmental consequences of 
1992 will arise not from the removal of bar- 
tiers but from what (supposedly) will follow 
that: lower prices and faster growth. This is 
the theme of the commission’s study. One 
industry that will undoubtedly burgeon as 
the barriers go is transport, and especially 
road transport. One estimate suggests a rise 
of 30-50% in cross-border lorry traffic (some 
countries, including West Germany, will 
have to drop their restrictions on foreign 
hauliers). Car prices too may fall, on aver- 
age, as excise duties are brought into line. 
Faster growth and less regulation would lead 
to more air travel. Tourism will grow. 

Energy prices may fall, in real terms, in 
some countries, as energy taxes are brought 
more closely into line. At the moment, for 
example, only Britain and Ireland impose no 
taxes of any sort on electricity. Danish elec- 
tricity carries value-added tax at 22% and 
another tax on top of that. More important, 
though, may be an increased cross-frontier 
trade in energy. 

More road haulage, more tourism, more 
cars, cheaper energy: not surprisingly, the 
broad conclusion of the commission's study 
is likely to be that 1992 will, on balance, 
hurt the environment if EC countries do not 
take measures to steer the new growth into 
wholesome channels. How? The study may 
suggest a three-pronged approach: 
€ The EC should encourage companies to 
give information about the way their activi- 
ties affect the environment; for example, 
through the new Environmental Protection 
Agency which EC ministers last month de- 
cided to set up. America's EPA obliges firms 
to make public more information than any 
European government now demands. 

@ The EC needs tougher concepts of corpo- 
rate liability for environmental damage, as 
in America. Companies would then have a 
powerful incentive to police themselves. Al- 
ready EC rules on corporate responsibility 
for industrial waste are moving that way. 

@ Taxes and charges should be used much 
more widely to back up regulation. The 
commission will tread delicately down this 
path: when it last suggested an effluent 
charge, back in the late 1970s, member 
countries were aghast. Yet now many of 
those countries are beavering away at charge 
schemes of their own. The environment 
commissioner, Mr Carlo Ripa di Meana, 
likes the idea of a carbon tax; he knows that 


22 





it would be easier for many countries to in- 
troduce such a tax together than one alone. 


Money for destruction 


“I lie awake at night, thinking of the bull- 
dozers pushing through the mountains," 
says a Spanish environmentalist of 1992. 
For Spain, and for all the peripheral coun- 
tries of the EC, the first effect of 1992 will be 
to provide a vast increase in the money with 
which to wreak environmental damage. 

To persuade southern Europe to help 
build a free internal market, the EC agreed 
last year that its “structural” funds—for re- 
gional development, agriculture and so 
on—should be doubled by 1993. As a result, 
huge sums will go to those EC countries 
which, up to now, have had the greatest 
wealth of untouched wildlife and country- 
side. Local and regional governments will 
have the main say in how it is spent. 

The countries that will get most of the 
cash are also generally those with the least 
developed systems of planning control, and 
with little capacity for judging the potential 
damage done by an investment. Portugal, 
for instance, has no satisfactory land-use 
planning, and no mechanism for conduct- 
ing environmental-impact assessments, as 
the commission requires it to do for poten- 
tially harmful projects. 

Portugal, like the others, will still get its 
money. Immense pressure to start spending 
the cash quickly means that proposals for 
roads, bridges and dams are being rushed 
through. Generally, the proposals are not 
published either by the country concerned 
or by the commission. The money is ap- 
proved before local greens have been told 
what is mooted and have had a chance to 
comment. The environment department of 
the commission itself has only a handful of 
people looking at proposals as they pour in. 

Already the community has seen some 
notorious instances of environmental dam- 
age done with regional cash. Mr Ripa di 
Meana has criticised two: a motorway being 
rammed through two national parks in Sar- 





dinia, and a power station being built in Ca- 
labria, to run on wood from the Apennines. 
That list will lengthen. The environment di- 
rectorate hopes to salvage something by get- 
ting a small remnant of structural-fund 
money to spend itself, mainly on Mediterra- 
nean sewers. It is also promoting a directive 
to set up protected wild-life habitats in vari- 
ous areas. But the Community will soon vie 
with the World Bank as the greens’ most 
hated financier of destruction. 


Green harmony 


A basic question: should all the peoples of 
the EC eventually enjoy a broadly similar 
quality of environment? Such harmonis- 
ation has little economic logic, but may have 
great political force. Pressure to achieve it 
may come from companies, which fear that 
lower standards will give a competitive ad- 
vantage to poorer countries; and from green 
lobbyists, who do not want their countries 
to become “dirt dumps”. The EC may 
better placed to raise standards than wa- 
tional governments. This is partly because 
some rules (like those on acid rain) benefit 
many countries which do not pay their cost, 
and are thus easier for a supranational au- 
thority to make; and partly for the unsatis- 
factory reason that the community sets 
rules, but national governments have to find 
the money to implement them. 

Yet for Greece and Portugal, say, to give 
their citizens the same quality of water and 
air as the Dutch want to have by 2010 will 
need a larger investment than those poor 
countries will feel they can afford. Should 
the polluter—be it Greek factory-owner or 
taxpayer—always pay? Or should the rich 
nations subsidise a clean-up by the poor! 
For West Germany to help foot the bills of 
Greek power stations or steel mills hardly 
looks the way to create a level playing-field 
for EC industries. But it may be the sort of 
canny altruism that gives the Communi* 
real cohesion. And Europe's answers tod 
could be the world's tomorrow. 
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FROM OUR CHINA CORRESPONDENT 


T^ HE Chinese have never cared much for 
foreigners: the Great Wall, after all, was 
put up to keep the barbarians out. Why 
then is China's government now so keen to 
consort with strangers? Mr Qian Qichen, 
“the foreign minister, is a perpetual-motion 
machine; two weeks.ago he was in America, 
this week Tehran. One deputy prime minis- 
‘Mr Yao Yilin, was in East Berlin to re- 
'e comforting words of support from 
some fellow hardliners. Another, Mr Wu 
Xueqian, is due in Delhi later this month. 
Back home in Beijing, the authorities 
were opening their arms to anyone willing to 
come, be he Mr Alexander Haig, a former 
American secretary of state, or Mr Kaysone 
Phomvihane, the boss of Laos's Communist 
party. Last week Mr Li Peng, the príme min- 
ister, greeted Mr Yasser Arafat and pro- 
duced China's version of a Middle East 
peace plan. This week China asked Mr Fidel 
Castro if he would like to pay his first visit. 
The short explanation for all this bon- 
homie is that, with most of the outside 
world still recoiling from China after last 
June's massacre in Tiananmen Square, 
China needs all the friends it can get. Ic is 
getting them in some odd places. Mr Yao 
was in East Berlin only two days after Mr 
Mikhail Gorbachev called there. The wry- 
7753s of this juxtaposition cannot have been 
t even on the rigid Chinese bureaucrat. It 
was Mr Gorbachev's visit to Beijing in May 
that first focused the television cameras on 
China's demonstrators—and his reforming 
spirit that inspired many of their demands. 
© East Germany had its own demonstra- 
tions this week. Noting the parallels be- 
tween their predicament and China's, Mr 
Yao's hosts pointed out darkly that "there 
was evidence of a particularly aggressive 
anti-socialist action by imperialist class op- 
ponents”. In the communist world's in- 
cteasingly sharp divide between reformers 
and resisters, China now stands firmly 
among the resisters: a rock of Stalinism, in 
dismal isolation with the likes of East Ger- 
many, Cuba and its old enemy Vietnam. 
The quarrel among communists, impor- 
tant though it is, matters less to China’s po- 
sition than the West’s distrust does. The im- 
mediate reason is money: it will take richer 
friends than Cuba to relieve China’s eco- 
noómic plight. As Mr Haig points out (he 
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After Tiananmen Square, it's 
a cold cruel world out there 


wants foreigners to resume lending to 
China), foreign trade is now crucial 
for China: it is equal to a third or so 
of China's GNP, half as much again as 
America's ratio. 

The Chinese government off- 
cially admits to a total foreign debt at 
the end of last year of $40 billion, in- 
cluding $7.3 billion in short-term 
loans. China says that only 10-1596 of 
its export earnings will be needed to 
service that debt in the peak year of 
1992. Indeed, a paper prepared by the 
State Administration of Foreign Ex- 
change Controls says: "China, even 
when it enters foreign-debt servicing 
peak in the 1990s, will not have trou- 
ble paying back the debts.” 

That confidence may be mis- 
placed. Although the World Bank 
guesses that only $4 billion in foreign 
debt will come due next year, some 
Chinese officials are quoted as saying 
it will be $9 billion. This year’s cur- 
rent-account deficit is likely to be 
$9.2 billion, compared with $5.3 billion last 
year. Unless China can boost its exports and 
get its creditors to roll over some debts and 
put in new money, servicing the debt will re- 
quire an even greater domestic squeeze. 

With urban workers having just been 
told that they will temporarily be paid a 
third or more of their wages in government 
bonds instead of cash, more austerity is the 
last thing the government needs to impose. 
Yet the money is simply not coming in. The 
two biggest official sources, the World Bank 
and Japan’s government, suspended loan 
talks and aid, and have not resumed them. 
Private investors have followed suit. 

The events of June harmed far more 
than economic relations with the outside 
world. Before Tiananmen, China's foreign 
policy seemed to be reaping the fruits of sev- 
eral.years' patient cultivation. The May 
summit in Beijing between Mr Deng Xiao- 
ping and Mr Gorbachev ended 30 years of 
estrangement between communism's super- 
powers—and did so largely on China's 
terms. Hongkong was on its way to being re- 
turned to China with Britain's ungrudging 
(not to say enthusiastic) co-operation. 

A stream of distinguished visitors had 
put their seal of approval. on Mr Deng's 









China. In August 1988 Japan's then prim 
minister, Mr Noboru Takeshita, came 
call. Then, in December, Mr Rajiv Gandh 
arrived for the first visit by an Indian pri 
minister in 34 years. At the end of February 
the newly inaugurated President Bush; o 
his way back from the funeral of Japan's Em- 
peror Showa, made a point of visiting Mr 
Deng. China, having emerged in the e 
1970s as America’s counterweight to Russia, 
was now assuming an independent regiona 
authority in East Asia, respected by th 
great military and financial powers. =- 

All this does not change simply because 
a clique of gerontocrats reverts to the h 
of a brutal past. The weight of vari 
tional interests is too heavy for chat. | 
can still sap Soviet ambitions in eastern A 
and the Pacific, which makes it of central im 
portance to American and Japanese 
political thinking. The looming contest b 
tween China and India for influence: 
South-East Asia will not be swayed by a: 
body's feeling that China has been naugh 
The ancient enmity between China an 
Vietnam will have more bearing on 
Cambodian settlement than China’s 
isolation ever will. 

China's neighbours all recognise tha 
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TV made me do it 


FROM OUR BEIJING CORRESPONDENT 


O INTO the home of your average 

Chinese city-dweller at around 
seven in the evening and you will find 
the family eating—to the sound of the 
television news. Attention will stray from 
the rice bowl only towards the end of the 
30-minute broadcast, when the foreign 
news comes on. Unlike the dreary propa- 
ganda in the first part of the programme, 
this is straight news reporting culled 
largely from western television. 

These uncensored foreign items may 
well be more to blame for the widespread 
discontent with China's political system 
than the "bourgeois liberal" intellectuals 
whom the party is now attacking. Few or- 
dinary Chinese have read the ideas of the 
astrophysicist Fang Lizhi or the literary 
critic Liu Xiaobo, but some 400m watch 
an average of two hours of television a 
day. They have been able to see how 
other countries run their affairs, and 
make comparisons with things in China. 

Not surprisingly, many Chinese won- 
der why democracy is deemed unsuitable 
for them when it is being enjoyed by ob- 
viously inferior races like the Japanese 
and Americans. The Chinese have been 
shown the fall of two Japanese prime 
ministers and the Speaker of America's 
House of Representatives. China's own 
corruption in high places is covered up. 

After the Tiananmen Square massa- 
cre on June 4th, Chinese television 
showed pictures of the "criminals" re- 
sponsible for the "counter-revolutionary 
rebellion". But these were the video 
equivalent of wanted posters. The Chi- 
nese see all about South Africa's Nelson 
Mandela being held in prison all those 


Not the local news 


years. In China a dissident of Mr 
Mandela's stature would just disappear. 

The censors may be catching on. Re- 
ports on western countries are becoming 
scarcer. Instead, television is giving more 
attention to other communist countries. 
The trouble is, that isn't safe either. 
Calls for secession of the Baltic states 
have not been reported. Nor has the self- 
dissolution of Hungary's communist 
party. However, Poland's slide towards 
bourgeois liberalism has, it seems, been 
too big an item to ignore. 

The events of June brought politics 
back to the centre of Chinese life, even 
to the exclusion of money-making. The 
party approves, so long as political dis- 
cussions concentrate on the virtues of 
the new party line. But the old brain- 
washing techniques do not work: they 
were designed for the days when China 
was isolated from the rest of the world. 

Some officials would like to see those 
days again. In what was seen as an effort 
to turn the clock back, foreign newspa- 
pers were banned in July. After protests 
by western businessmen, they are sold in 
hotels again. Western radio broadcasts 
are sometimes jammed and, under the 
pretext of an anti-pornography cam- 
paign, videos are being seized. 

In places like Shenyang, an industrial 
centre in the north-east where 1m people 
took to the streets in June, cinemas show- 
ing bootlegged western videos became 
immensely popular. These are now being 
closed. If the enthusiasm for censorship 
spreads, it will be one more sign to for- 
eign investors that the "open-door'"' eco- 
nomic policy is in fact being nailed shut. 
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remains a political and economic force to be 
reckoned with. Anti-communist South Ko- 
rea has not stinted in the least on its unof- 
ficial trading relations with the People’s Re- 
public. And next month Indonesia receives 
a Chinese delegation to discuss resuming re- 
lations that were severed 22 years ago. 

What has changed are some comfort- 
able illusions, both in China and abroad. 
One of China’s illusions was that economic 
reform could continue and “deepen” with- 
out spurring demands for political reform. 
Another was that it could do what it wanted 
with its own people and not pay any price 
for it abroad. Last week’s Nobel prize for the 
Dalai Lama was a pinprick. The pressure 
that China came under at the Paris confer- 
ence on Cambodia this summer over its sup- 
port for the Khmers Rouges probably was 
not. 

The West's illusions have been shat- 
tered more thoroughly. America has had to 
recognise that its romance with China, | 
gun with the Nixon visit in 1972, was an ... 
fatuation: hence the bitterness of America's 
reaction to bloodshed that the Chinese take 
almost for granted. The illusion of Hong- 
kong and its colonial masters in Britain was 
that China could be trusted to be a gentle- 
manly ruler when it took over Hongkong in 
1997. As the rancour between China and 
Britain grows—this week China broke an 
understanding with Hongkong and refused 
to take back hundreds of its citizens who 
had slipped into the colony seeking work— 
that particular illusion will be harder and 
harder to revive. 

The lesson for the West is one that it 
should not have had to learn. China is not a 
friend. It is, in de Gaulle’s phrase about 
great powers, “a cold monster”. As China's 
foreign policy veers, as of old, between intro- 
version and small-mindedness, with the oc- 
casional bold stroke (over Cambodia’), the 
West should look to its own interests. Lea"? 
the warmth to China's natural friends, lil 
Erich Honecker. 








Cambodia 


Kan Do? 


FROM OUR SPECIAL CORRESPONDENT AT SITE 2 


N THE civil war now going on in Cambo- 

dia the resistance forces are trying to re- 
gain their credibility. They are dismayed 
that their enemy, the government in Phnom 
Penh led by Mr Hun Sen, is beginning to 
convince some westerners that it is strong 
enough to control the country without the 
help of the Vietnamese. The resistance 
badly wants a success. 

As soon as the last Vietnamese soldiers 
were reported to have left Cambodia on 
September 26th, the three resistance armies 
declared from their camps along the Thai- 
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THAILAND 


BAN THAT 





SITE 2 (onu) BEERS 





Cambodian border that a “general offen- 
sive" would begin; sporadic fighting had 
been going on for more than a month. The 
/forces of Prince Norodom Sihanouk, the re- 
, ance coalition’s leader, attacked in the 
nuith. Mr Son Sann's Khmer People's Na- 


tional Liberation Front attacked Highway 
69 and the town of Sisophon in the centre. 
The Khmer Rouge forces, the largest of the 
resistance armies, attacked the gem town of 
Pailin, in the south. 

The resistance is said to have taken 
some villages. The government admitted on 
October [1th that the outpost of Kan Do, 
15 miles north of Sisophon, had fallen the 
previous week. But the coalition's adver- 
tised aim of taking a large town has not been 
realised. Nearly five years ago another resis- 
tance offensive failed as it headed eastwards 
into Cambodia. In that skirmish Vietnam 
let the rebel forces take territory before 
launching a counter-offensive that drove 
them back into Thailand and destroyed 
their Cambodian bases. The Hun Sen strat- 
egy this time may be similar. 

If the resistance is able to hold any of its 
“sins, it may move the 291,000 refugees in 

€ Thai border camps into new camps in- 
side Cambodia. These unfortunates are vir- 
tual prisoners of the resistance, with no 
chance of resettlement outside Cambodia. 
Those doubly unfortunate to be in Khmer 
Rouge camps leave on pain of death. 

The camp people have little interest in 
politics. Their daily concerns are with sur- 
vival. Some have set up small businesses. A 
few have become rich by smuggling. But 
most ate poor, living in a vast sprawl of bam- 
boo huts, awaiting the next allocation of 
United Nations rice. In the biggest camp, 
Site 2, it is estimated that even after a decade 
of indoctrination by Mr Son Sann's people 
only about 20% of the population are true 
supporters of the resistance. 

Some young men join the resistance be- 
cause there is little else to do. Soldiers tend 
to live better than other camp residents. 

. The rice from the UN, intended only for ci- 
vilians, is often diverted to soldiers who live 
sin covert military camps nearby. Joining the 
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guerrillas, or helping as a por- 
ter, provides opportunities for 
trading in Cambodia. Some- 
times guerrillas turn to ban- 
ditry, stealing food and gold 
from civilians. 

Most people in the camps 
want to return to Cambodia, 
but not under a regime run by 
Pol Pot. Their picture of life 
under Hun Sen is fashioned by 
resistance propaganda. Some 
wish to return anyway. Some- 
times groups of people sneak 
back to Cambodia at night, 
paying for a guide through the 
minefields along the border. 

Herding these people back 
into Cambodia in resistance-run camps 
would extend their captivity and their roles 
as political pawns. An alternative would be a 
neutral camp open to any refugee who 
wanted to move there as the first step to- 
wards resettlement in his own village. 

The Thai government wants to be rid of 
the refugees. Thai solders, though, have 
benefited from the border turmoil. Illicit 
Thai-Cambodian trade is said to be worth 
about $5m a month. The kickbacks that 
make this trade possible are a useful addi- 
tion to a soldier's pay. That bonus will go if 
peace comes to the border and legitimate 
trade takes over. 

Whatever the Thai army's motives, or 
indeed those of Thailand's government, 
which officially backs the resistance, the 
only thing that will count in the end is 
whether the resistance can show it is a force 
to be reckoned with. Since the fall of Kan 
Do things have become quiet. This could be 
the calm before the Hun Sen counter- 
offensive. 
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vindia 
In the soup 
over Bofors 


FROM OUR INDIA CORRESPONDENT 





NDIANS are uneasily aware that their po- 
litical system is sustained by money from 
tax evasion, smuggling, bootlegging, protec- 
tion rackets and other criminal or near- 
criminal activities. But there has been no 
proof. In the Bofors scandal, which took a 
new turn this week, there now does seem to 
be evidence of wrongdoing by Mr Rajiv 
Gandhi's ruling Congress party. It is bound 
to be an issue in the general election now 
only two or three months away. 

In 1986 Bofors, a Swedish arms manu- 
facturer, sold the Indian army 400 155mm 
howitzers and the know-how to make the 
gun. The deal was worth $1.4 billion. Alle- 
gations have been made since 1987 that Bo- 











fors paid hefty bribes to a middleman to: 
the deal, and that this money found its 
to the Congress party and its friends. ©: 
October 9th the Hindu, a respected. da 
newspaper, offered new. documentary: evi 
dence that the deal was corrupt. 
The newspaper published parts of a pr 
viously secret report by Sweden's National 
Bureau of Audit i into what the bureau calls 
"the commissions": paid by Bofors to wi 
the contract. Bofors made transfers of 188; 
Swedish kronor ($26m in 1986) to coded 
counts in Switzerland. When the Swed 
central bank queried the transfers, Bof 
disclosed that the principal beneficiary, 
Panama-registered company called Sven: 
Inc, was “an Indian who has been an: 
for Bofors for 1015 years". 
The agent's name is not given in. 
port, but Mr Win Chadda has openly rep 
sented Bofors in India since the mid-197! 
Documents obtained by the Hindu in 1 
strongly suggested that "Svenska" was À 
Chadda. However, when the Indian gove 
ment investigated him that year for tax ı 
sion and foreign-exchange violations, it ga 
him a clean bill of health. Conspiracy th 
rists infer from this exoneration that. 
Chadda was the conduit through which th 
Bofors money reached its intended bene 
ciaries in the Congress party. 
That aside, this week's account cont 
dicts assertions by Mr Gandhi to patliarm 
in 1987 that negotiations for the Bofors 
had been meticulously handled, and that 
middlemen had been involved. Mr Gan 
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may have believed that then, but a brief ver- 
sion of the Swedish report was published 
later that year. He subsequently told a group 
of editors that Bofors had assured the Indian 
government the 188m kronor was a pay- 
ment for ending an arrangement with a non- 
Indian agent. On two occasions later he re- 
peated that, to the best of his knowledge, no 
Indian was involved. 

An Indian parliamentary commission 
went even further. It reported that “the 
question of payments to any Indian or In- 
dian company, whether resident in India or 
not, simply does not arise." 

Many Indians suspect that, behind its 
virtuous public facade, the government has 
been trying to prevent the recipients of the 
commissions from becoming known. Persis- 
tent inquiries from the Swedish public pros- 
ecutor asking whether any Indian had been 
charged in connection with the Bofors affair 
went unanswered. The prosecutor had 


made it clear that his information would be 
made available to the Indian government if 
it was needed in a criminal investigation. No 
such investigation has ever been started. 

The opposition to Mr Gandhi, led by 
Mr V.P. Singh, once his finance minister, 
was naturally delighted by the Hindu's 
story. When parliament met on October 
11th, Mr Gandhi, known in his early days of 
office as the "Mr Clean” of Indian politics, 
was taunted by opposition shouts of “Mr 
Dirty, resign!" 

The financial troubles of Indian politics 
reach back much further than the Bofors 
case—to 1970, in fact, when Indira Gandhi 
banned business donations to parties but 
did not create any alternative to meet elec- 
tion expenses. Mr Singh has promised that 
if he comes to power he will set up a national 
fund that parties could draw on. Would this 
end corruption in Indian politics? The vot- 
ers will soon be asked for their view. 

a 





South Korea 


Waxing Pope, waning Moon 


FROM OUR EAST ASIA CORRESPONDENT 


OPE JOHN PAUL'S latest tour, which 

ends on October 16th, began with a visit 
to East Asia's most Christian country. 
Never mind that South Korea's 6.5m Prot- 
estants (14% of the population) hugely out- 
number the 2m or so Roman Catholics: the 
Pope still drew a crowd of 650,000 to an 
open-air mass in Seoul on October 8th. 
South Korea's priests, whose political views 
stray well to the left of their countrymen's, 
were disappointed that the Pope had noth- 
ing worse to say in public about President 
Roh Tae Woo than that South Koreans had 
a "strong desire" for "full democracy”. 

In his private chat with the president, 


Seoul's own Piazza San Pietro 
26 


the Pope may have had some sharper re- 
marks—in particular, the rumours ran, 
about the fate of the Rev Moon Ik Kwan. 
On the day the Pope set out for Asia, this 
71-year-old Presbyterian minister was given 
ten years in prison for breaking South Ko- 
rea's tough National Security Law. 

In March Mr Moon had paid an unau- 
thorised visit to North Korea with a busi- 
nessman friend (who also got ten years), and 
had been shown on North Korean television 
hugging Mr Kim Il Sung, the North's septu- 
agenarian dictator. In. handing down the 
sentence, the judge remarked, reasonably 
enough, that although the “communists pay 





lip service to peaceful reunification . . . they 
have committed numerous armed provoca- 
tions.... Under these circumstances, the 
entire people cannot become negotiators in- 
dividually." Most South Koreans, affronted 
by the television pictures of Mr Moon’s ca- 
per, agreed—though ten years’ jail for a 71- 
year-old did strike some as overdoing it. 

His personal misfortune was the latest 
reminder of how deeply and unhappily di- 
vided the Korean peninsula still is (another 
of the Pope’s themes last weekend). There 
are rumours that Mr Park Chol On, a senior 
minister in Mr Roh’s government, made a 
secret visit to North Korea in July, perhaps 
to talk about a summit meeting between the 
two countries’ leaders. But earlier contacts, 
which followed President Roh’s decision last 
year to begin opening doors to the North, 
came to nothing. Dialogue between the two 
froze earlier this year; each side's reunifica- 
tion proposals have been contemptuouslv 
turned down by the other. Mr Roh now 
a more sober view of the chances of recu. 
ciliation. He has come to realise that Mr 
Kim's zigzags between friendliness and hos- 
tility are probably moves in service of the 
old end of destabilising the South. 

The colder war with the North is casting 
achill on the South's young democracy. The 
National Agency for Security Planning, 
which used to be called the Korean CIA, says 
that it has arrested 60 people since February 
for violations of the security law that snared 
Mr Moon. Another illicit visitor to the 
North, Miss Lim Soo Kyung, is still being 
questioned and is likely to be tried. Opposi- 
tion legislators have complained that the 
agency is taking advantage of the anti-North 
scare to bug and follow them improperly. 

Nor can the South seem to shake off the 
ghosts of its own past. The opposition is 
again complaining about the unfinished 
business of ex-President Chun Doo Hwan, 
who came to power in a coup in 1979 a 
handed over his office to the democratic: 
elected Mr Roh in 1988. Last November Mr 
Chun was forced to apologise on television 
for corruption and human-rights abuses 
during his time as president. He has since 
been in self-imposed exile at a Buddhist tem- 
ple in the mountains, peacefully drawing his 
annual government pension of 46m won 
($70,000). The opposition still wants him to 
appear before parliament to answer ques- 
tions; some want him to go to jail, too. 

After months of resistance, Mr Chun is 
now willing to come to parliament—or so 
his friends tell the Seoul newspapers. The 
biggest party in parliament says that, until 
he does, it will boycott the budget debate, 
thus forcing the government to get by on 
last year's allocations. The front pages were 
full of Mr Chun last year, too. Koreans will 
have to get him and his era out of their sys- 
tems before they can enjoy the “full democ- 
racy’ the Pope is so keen on. 
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Singapore 


Curtain call 


N THE tradition of star performers, Mr 

Lee Kuan Yew has been reluctant to leave 
the stage. This week, after saying for more 
than a year that he was soon to give up the 
prime ministership of Singapore, he for- 
mally announced a firm retirement date. 
Well, a fairly firm one: he said he will go by 
the end of next year. 

He will then be 67, which is not old for a 
national leader. His age merely draws atten- 
tion to his youth when he became prime 
minister back in 1959, when Singapore be- 
gan running its own affairs. It may be that 
the proud and far-from-modest Mr Lee has 
decided that even he can be replaced with- 
out the state he created falling to bits. 

The new prime minister is expected to 
be Mr Goh Chok Tong, Mr Lee’s deputy. 
Mr Goh was not Mr Lee's first choice to suc- 
ceed him. At least one other minister de- 
clined the job, deciding, understandably, 
that Mr Lee was too hard an act to follow. 
Judging by Mr Lee's public remarks about 
Mr Goh, he considers him a little too easy- 
going for his taste. 

Still, Mr Lee will stay at the cabinet ta- 





The old trouper 


ble as a senior minister to keep an eye on 
things. He shows no sign of diminished en- 
ergy. This week he blushingly enjoyed the 
handsome praise given him by the Queen, 
in Singapore on her way to the Common- 
wealth meeting in Malaysia. That followed 
his impressive appearance in the Singapore 
High Court. In his libel suit against the Far 
Eastern Economic Review, Mr Lee gave evi- 





Honour in the jungle 


N 1974 a Japanese soldier who either 

had not heard or did not believe the 
surrender order issued by his government 
on August 16 1945 wandered out of the 
Philippine jungle into the postwar world. 
Two other “stragglers”, one in Guam and 
one in Indonesia, turned up at about the 
same time. It was incredible enough back 
then. Now, 44 years after every- 
one else stopped fighting, come 
reports that yet another mem- 
ber of His Imperial Majesty's 
Army is still loyally waging 
war—this time from deep in the 
interior of the Philippine island 
of Mindanao. 

The man who came out in 
1974, Second-Lieutenant Hiroo 
Onoda, was on the island of 
Lubang, not far from Manila 
Bay. He had fought on, albeit 
with diminishing ardour, until 
he was discovered—evidently 
killing several islanders in the 
process. When he was at last 
| persuaded that the war had in- 

deed ended, he emerged with 
perfectly preserved rifle, ammu- 
nition, hand grenades and 
sword, wearing his helmet and 
uniform. He returned home, a 





Onoda comes out 


dence for five days without flagging. He 
claims that the magazine defamed him in ar- 
ticles about the detention of 16 dissidents in 
1987 (‘Marxist conspirators”, in the gov- 
ernment's view). The court has not yet given 
its verdict. 

Eventually, it is assumed, Mr Lee's son, 
Mr Lee Hsien Loong (known as B.G. Lee, 
from his rank as brigadier-general) will be- 
come prime minister. B.G. Lee is drafting a 
"national ideology" for Singapore. His fa- 
ther probably considers this to be the island- 
state's biggest task; it will, he believes, help 
to provide Singaporeans with the sense of 
national identity they now lack. A Singa- 
pore in the charge of a right-thinking man 
bearing his own genes would be a source of 
comfort to the senior Lee in his old age. 

Things could go wrong. Asia has several 
former leaders whose hopes of remaining a 
power in the land after retirement were 
dashed. South Korea's Chun Doo Hwan is a 
recent example. Even the overawing Mr L 
once he let go the reins, might not be able ... 
impose his will on colleagues who had tasted 
real power. He is canny enough to know the 
risks. He is human enough not to take them. 
It is not impossible that, come next year, the 
old perfomer could postpone his departure. 
Due, naturally, to popular demand. 
— | 








bewildered 52-year-old hero. 

The new straggler remains a mystery. 
His trail was picked up by treasure-hunt- 
ers from Japan looking for the legendary 
gold hidden by fleeing Japanese in the 
closing days of the war. They were told 
that one of the soldiers who had helped 
bury the loot was still living in the jungle. 
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These rumours set off a stampede of 
Japanese journalists to Agusan, a province 
in eastern Mindanao. Higa-onon tribes- 
men told them that the straggler had mar- 
ried one of their women. He was on peace- 
ful terms with them, they said, but lived a 
nomadic life and was hard to contact. 
When a message at last reached him, he 
flatly refused to see anyone. 

Vast sums were offered to make him 
change his mind; he did not. Now the lo- 
cal tribesmen, increasingly exas- 
perated by the treasure-hunters,' 
have said that, sorry, the sickly 
straggler has died. Both the 
man-hunt and the treasure-hunt 
have been called off, though not 
all the Japanese involved believe 
that the straggler is dead. They 
think he just wants the rest of 
the world to think he is. 

Mr Onoda would under- 
stand why. After being per- 
suaded (by loudspeaker vans 
and balloons trailing offers of 
amnesty) to surrender and go 
home, he found it impossible to 
adjust to life in peaceable, com- 
mercial Japan. Mr Onoda 
quickly returned to the jungle, 
this time Brazil's, where he tries 
to preserve the pure values that 
he believes modern Japan has 
lost. 
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Our Korean spirit is moving in the air. It's a spirit of untiring service, ceaseless effort and ageless charm that 
ows from Korean traditions perfected over thousands of years. A spirit advancing into the future with one 
of the world’s most modern fleets. And a spirit that soars around the globe to 40 cities in 19 countries on 
4 continents. Fly with us soon and you'll experience the dedication to excellence that could only be Korean. 


KOREAN SPIRIT: KOREAN DEDICATION. 





KSREAN AIR 


THE SPIRIT OF KOREA IS IN THE AIR 


Once upon a time, man-made fibres were 
considered young up-starts that were less 
than equal. But with the growing range of 
textiles and styles, they have proven their 
versatility to the fashion world. 

Polyester keeps its crisp look longer than 
natural fibres. Just as comfortable to wear, 
it's indistinguishable in handle and feel. 

And now it's available in everything from high 
fashion and casual attire to full lines of 
sportswear and children’s clothing. 

Amoco Chemical is the world’s largest 
producer of polyester's basic ingredient — 
purified terephthalic acid. It is just one of the 
high quality products Amoco supplíes directly 
and through licensees and joint ventures. 
Other materials Amoco supplies include 
isophthalic acid for use in corrosion-resistant 
pipes, tanks and irrigation systems; trimellitic 
anhydride for making vinyl plasticisers; and 
polypropylene for making carpet backing. 

Wrinkles in fashions are finally on the way 
out. And everyone is wearing it well. 

For more information on our activities 
in Asia, write to Amoco Chemicals Far East 
Limited, 16th Floor, Great Eagle Centre, 

23 Harbour Road, Hong Kong. 
Telephone: 5-8328899, Fax: 5-8381810, 
Telex: 75657 AMOCO HX. 


Amoco Chemicals 
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Flectri ABB is a world leader in electric traction. 


We have unique resources to meet the increasing demand 
from both transit authorities and passengers for safe, convenient 
railways and urban transportation systems. 

Ower mo es Railbound vehicles are bringing relief 
p V to the world's rapidly growing mega-cities, 
burdened by heavy traffic and severe pollution. High-speed trains 
are becoming a cost-effective alternative to intercity airlines. 
tmilli We provide a total range of products and services in this 
ons e field, from the design and manufacture of locomotives to the 
supply of complete rail transportation systems. 

We meet the need of mainline and freight railways, suburban 
and urban commuter trains, underground systems, light rail vehicles 
and trolley bus networks. Extensive research and development 
programmes have produced revolutionary results in sectors as 
diverse as three-phase AC drives, new bogie technology and high- 
energy batteries. 

With our multidomestic organization, we are able to work 
closely with project partners and transportation authorities all over 
the world. 

Our century-old reputation as Europe's foremost electrical 


engineers continues to grow. We are determined to help electric 


power move millions of people — on into the 21st century. 





Heavy haulage locomotives for coal transportation in Queensland, Australia. 
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The bank that puts the 
Arab world at your fingertips 


When you're doing business with the Arab 
world, it's only sensible to use a bank that speaks the 


language, knows the markets and understands the 


business environment. 
And when 


and contacts in the region, nobody has 


it comes to experience 


more to offer you than Gulf International 
Bank. 

Founded specifically to develop trade, 
industry and investment in the Arab coun- 


GB 


ex 


Gulf international Bank asc 


tries GIB offers the highest professional standards 
in merchant and wholesale commercial banking ser- 


vices, including trade finance, foreign exchange and 


investment advice. 

And with its offices in London, New York, 
Singapore, Tokyo and Frankfurt - and bank- 
ing connections worldwide - it is ideally 
placed to serve you wherever you are. 

For full information, contact your nearest 
office. 


GIB OFFICES: HEAD OFFICE: PO. BOX 1017, MANAMA, BAHRAIN TEL: (0973) 534000 TELEX: 8802 DOWALI BN 
LONDON: 2~6, CANNON STREET, LONDON TEL: (044) | 248 6411 TELEX: 8812889 GIBANK G NEW YORK: 499, PARK AVENUE, NEW YORK TEL:(01) 212 303 3060 TELEX: 424027 GIBANK NY 
SINGAPORE: SHELL TOWER, 50 RAFFLES PLACE, SINGAPORE TEL: (065) 224 8771 TELEX: 28227 GIBSIN RS TOKYO: 1- |, MINAMI AOYAMA 1-CHOME, MINATO-KU, TOKYO TEL: (081) 3 423 4096 TELEX: 2425596 GIBTYO 
FRANKFURT; TRITON HAUS. 42 BOCKENHEIMER LANDSTRASSE, FRANKFURT/MAIN TEL (049) 69 720363 TELEX: 4185504 GIBG 











WASHINGTON, DC 


OR President George Bush, the worst 
result of the failed coup in Panama is 
that it seemed to play directly to his best- 
known weakness: his caution. He was given 
a perfect chance to be cautious. He took it. 

Coming so early in his administration, 
tne episode will therefore define the man, as 
Ronald Reagan's decisiveness in firing the 
air-traffic controllers and in shooting down 
two Libyan jets over the Gulf of Sidra de- 
fined him. Two weeks before the attempted 
coup in Panama, the Democrats had agreed 
on a common adjective to use when attack- 
ing Mr Bush: “timid”. They now feel 
pleased with their choice. 

For those inclined to be critical, there 
was certainly a rich harvest of hindsight to 
be gathered. From the right, predictably 
enough, came Senator Jesse Helms, with his 
own version of events thoughtfully supplied 
by “unimpeachable sources" in the adminis- 
tration. These said that the coup's leaders 
did in fact ask for help from the Americans 
in the physical removal of the Panamanian 
dictator, General Manuel Noriega. Mr El 
liott Abrams, a hawk from the Reagan ad- 
ministration, labelled the president "risk- 
averse”. 
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From the left, meanwhile, came an 
equally loud chorus of abuse at Mr Bush's 
failure to help the coup succeed. He had for 
months been hinting.that a coup from with- 
in the Panamanian Defence Forces (PDF) 
was what American policy sought, yet when 
the moment arrived he perfidiously aban- 
doned his new friends. This from Demo- 
crats who have spent much of the past two 
decades arguing against any such American 
military intervention abroad. 

These foul-weather enemies would have 
made more noise had American forces inter- 
vened, suffered casualties and either been 
unwelcome or failed. This was uppermost in 
the minds of the administration’s senior de- 
cision-makers as they tried to understand 
what was happening on October 3rd. Since 
they expected more criticism for interfering 
than for not interfering, they fibbed and 
pretended that they knew little and were do- 
ing less. This damagingly kept the story alive 
for a week after the event. Mr Bush's spokes- 
men first denied and later confirmed that it 
knew of the coup in advance, and first de- 
nied and later confirmed that American 
troops took part by blocking two roads. 

Mr Bush tried to put a stop to the re- 


































crimination by angrily demandi 
from his subordinates, making the 
secretary, Mr Dick Cheney, spoke 
the matter and putting his chief of 
John Sununu, in charge of an invi 
into what went wrong within’ th 
House. Mr Sununu had several 
choose from: : 

€ The out-to-lunch excuse. Th 
nian coup-plotters might have chosen 
ter day. Mr Bush was uninterrupti 
ting to President Carlos Salinas of M 
in the Oval Office; Mr Cheney was sho 
his Soviet counterpart, Mr Dmitri Yi 
the Gettysburg battlefield from a bus; 
General Colin Powell, the chairman o 
Joint Chiefs of Staff, was in his job for 
the second day. General Maxwell Thi 
the American commander in Pariama, 
been there only three days. Getting a de 
sion was harder than usual and, un 

predecessor, Mr Bush kept the decisio 
whether to commit troops in his own 
€ The trap excuse. The coup's lead 
jor Moises Giroldi, was the man who h 
General Noriega put down the p: 

coup. He was not, therefore, entirely tr 
when his plans became known two day 
fore the event. The National Security C 
cil staff, in particular, felt the whole 
might be a trap and felt so even m 
strongly when the coup failed to materia 
on Monday, October 2nd, as promis 
jor Giroldi's refusal to turn over Gene 
Noriega almost justifies that suspicion. 
e The blame-the-Pentagon excuse. D 
ing the Reagan administration, a stand: 
part of the recriminations game after. si 
episodes was for the State Department 
leak the story that all would have been we 
only the Pentagon had had the guts. to. 
some of its shiny weapons. Mr G 
Shultz was often needling Mr Caspar 
berger with a threat to cut his budget 
would not take risks and use troop: 
same argument seems to be taking pla 
the Bush administration. Both last wee 
during the hostage crisis precipitated b 
hanging of Colonel Higgins, the State 
partment felt that the Pentagon's sol 
might as well have been made of cardbo: 
The decision not to seal off a third road 
the PDF headquarters was taken in the 
tagon. Notice how, as ever, not.one. 

of blame seems to have stuck to. Mr 
Baker, the secretary of state. ; 
€ The blame-the-CIA excuse. The € 
tral Intelligence Agency, cowed into caut 
by its past failures, is inherently coup-shy. 
has long learnt that successful coups. 
seen as iniquitous, unsuccessful ones 
competent. Panama cries out for a 








om 











AMERICAN SURVEY 
assassination, exactly the sort of operation 
the CIA got into trouble for promoting in the 
past and is specifically prohibited from car- 
tying out. So its first reaction to the 
coupsters’ plans was “Please don’t hurt 
General Noriega”. Its intelligence about the 
- coming coup was poor. Said one person on 
Capitol Hill, “If we can't get good intelli- 
—— gence from Panama, what chance have we in 
Bulgaria?” The replacement of Mr William 
L Webster, the ciA's director, by, say, Mr 
Brent Scowcroft may come sooner than ex- 
pected by the rumour mill. 

€ The blame-Brent-Scowcroft excuse. 
The president's trusty national security ad- 
| viser, well on the way towards a Kissinger- 





like reputation, has been tarnished. He tried 
< to blame the coup's failure partly on Con- 
—— gress's interference in previous Panamanian 
—— coup plots—when congressmen warned the 
administration not to kill Mr Noriega—but 
"this backfired. The Democratic chairman of 
— the Senate Intelligence Committee, Mr Da- 
— vid Boren, and his Republican opposite 
number, Mr William Cohen, said they did 
not even try to interfere this time. 
J The affair went on generating news for a 
— week, which will ensure that it does at least 
— some damage to Mr Bush. It certainly turned 
Mr Noriega from an inherited problem into 
'one to take the blame for. It gave plenty of 
— ammunition to those who argue that Mr 
—— Bush reacts to events rather than planning 
— in advance and/or that he shouts too much 
and follows up too little. 
d Both Mr Bush’s history—faithful bu- 
- reaucrat who does not rock boats—and his 
- reaction to world events this year have cre- 
ated the impression of caution. Especially, 
his refusal to condemn China's leaders 
quickly for their crackdown in June and his 
— slowness and suspicion in dealing with the 
— Soviet Union have made the reputation that 
i Panama may now come to embody. The 
Democrats are almost ready to say “wimp” 
again. By the same token, though, Mr Bush 
will take more credit if a weakened General 
Noriega does leave power one day. 

















Aid to Poland 


Liberty tractors 


WASHINGTON, DC 


N OCTOBER 4th President George 

Bush asked for another $200m in 
American aid to Poland, following wide- 
spread criticism of his administration's stin- 
giness. The Senate Foreign Relations Com- 
mittee had already upstaged him, voting to 
appropriate $1.2 billion rather than the 
$219m he had initially requested. Mr Bush’s 
parsimony reflects the tightness of his bud- 
get and a view, common in the administra- 
tion, that throwing money at Poland will not 
help it develop self-sustaining prosperity. 

The Commerce Department has a pro- 
posal before it which should be much more 
to Mr Bush’s liking: to arrange to send up to 
$100m-worth of agricultural tools to Poland 
at little cost to the American taxpayer. The 
programme would rely mainly on in-kind 
donations from manufacturers to charities 
that would distribute the goods through pri- 
vate non-profit organisations in Poland. 
Aside from good will, the manufacturers’ in- 
centive would be to get enhanced tax deduc- 
tions for giving part of their unsaleable in- 
ventories to charity. The gifts would help 
Polish agriculture, which is mostly (80%) in 
private hands but which remains starved of 
capital and equipment. 

In-kind donations are the fastest grow- 
ing segment of charitable giving in America, 
and this latest proposal comes from a source 
experienced in it. For several years Mr Lee 
Auspitz, a philosopher, has used the Sabre 
Foundation, of which he is secretary, to 
channel academic books to Poland and 
Hungary. Mr Auspitz spotted a neat oppor- 
tunity in the tax code: any publisher may 
claim twice the production cost of an unsold 
book in tax deductions if, instead of selling 
it or pulping it, he donates it to charity. The 
result is that about $6m-worth of gifts have 
reached Poland and Hungary so far this 
year, and donations to Sabre in October are 
expected to reach $1.5m. 

Demand in reform-minded Poland and 
Hungary is strong (Mr Auspitz noticed that 
the most popular books sought by Hungar- 
ians include a handbook on human rights 
and a companion to Russian history). The 
foundation is now setting up similar pro- 
grammes for Czechoslovakia and, perhaps 
later, Latvia; the range of products shipped 
is expanding into laboratory equipment and 
free subscriptions to Newsweek; and Sabre 
is proposing to buy books at cost for Hun- 
garian school districts, in exchange for Hun- 
garian commitments to employ temporary 
American teachers of English. Hungary is 
full of Russian teachers who want to become 
English teachers. 

Mr Auspitz is determined that what has 
been done for books can be done for farm 
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Warsaw? Now let me see 


machinery as well. Sabre would bring ti 
gether donors and sponsors and find way. 
for them to donate equipment that would 
yield enhanced tax deductions. But it may 
not prove as easy as with books. John Deere 
happily sells heavy tractors to Polish state- 
owned farms, and other firms want to know 
that the tax environment will not suddenly 
change before they commit themselves. Nor 
does it apply to just anybody: the Treasury 
allows the deduction only for certain items 
and for "needy" recipients. 

What do Polish farmers need? Quite a 
lot, thank you. The American-run Founda- 
tion for the Development of Polish Agricul- 
ture has drawn up an immediate list. It in- 
cludes 20,000 maize pickers, 50,000 rotary 
hay mowers, 10,000 bulk milk-cooling tanks 
and 10,000 manure spreaders, plus thou- 
sands of tons of agrichemicals. “If any sector 
of the Polish economy can be made viable in 
time for the promised, free parliamentary 
elections four years from now, it is agricul- 
ture," says Mr Auspitz. 

Neither debt refinancing nor grants or 
food aid will trickle benefits down to the 
Polish farmer. But in-kind donations of 
equipment will help directly—and cause lit- 
tle tangible pain to American taxpayers. 





Terrorism 


opy meets spy 


LD KGB and CiA hands met cosily a cou- 

ple of weeks ago around a table at the 
defence-minded Rand Corporation in Santa 
Monica. Among the two dozen or so ex-ad- 
versaries were, from the CIA, an ex-director 
(Mr William Colby) and an ex-deputy direc- 
tor; from the KGB, an ex-head of counter-ter- 
rorism (Mr Valentin Zvezdenkov) and an 
ex-deputy-chairman of the department that 
used to help lock up dissidents in prisons 
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and psychiatric hospitals. 

- The meeting, sponsored by the Wash- 
ington-based Search for Common Ground 
and a Moscow magazine, Literaturnaya 





—' Gaeta, was a sign of the times. So too was 
© the topic: terrorism. Under the optimistic 


rubric of the American-Soviet task force on 
preventing terrorism, the old spy-masters 
discussed how best their two countries could 
pool resources to achieve that goal. 
Neither. side was official, but the Rus- 
sians' presence would have been unthink- 
able without governmental approval. This 
adds substance to the Soviet participants’ 
main disclosure at the meeting, confirmed, 
infact, by their presence: that the KGB is pre- 
pared to share information with 
the cia about terrorists even if this 
means upsetting groups that it has 
supported in the past. The confer- 
ees agreed to pass 30 or so recom- 
mendations on to their respective 
vernments: one was that both 
«£ Soviet Union and the United 
States should stop selling certain 
weapons and equipment to all but 
legitimate governments. 
Why is the Soviet Union now 
interested in curbing what, in the 
past, it has helped foster? Both 











countries are concerned that a terrorist inci- 
dent should not escalate into an interna- 
tional crisis between the superpowers. But 
the Soviet Union is increasingly becoming a 
target of terrorism itself, both inside and 
outside its borders. Its most serious fear may 
be that some of the violence of Islamic fun- 
damentalism should spill over the border 
into its own Muslim regions. 

What could be achieved if America and 
the Soviet Union did get together to fight 
terrorism? The results should not be exag- 
gerated: both countries already know their 
influence over governments and rebels is 
limited. But, plainly, the two sides do have 
much to offer: the exchange of information, 
closing safe harbours to terrorists, 
fighting the drug trade, trying to 
prevent terrorists getting hold of 
the tools of their trade. There will 
be more KGB-CIA get-togethers. 

But nostalgic cold warriors 
need not get too worried. The FBI 
recently ran an advertisement in 
Novoye Russkoye Slovo, a Rus- 
sian-language newspaper in New 
York, asking readers who might 
have some knowledge of KGB tac- 
tics or activities to get in touch. 
Defectors particularly welcome. 





Hazardous waste 
No dumping 


COLUMBIA, SOUTH CAROLINA 


BY OCTOBER 17th all 50 
States in America are sup- 
posed to be able to convince 
the Environmental Protec- 
tion Agency (EPA) that they 
can handle the hazardous 
waste they expect to generate 
during the next 20 years. If 
"they fail, they tisk losing their federal 
"superfund" clean-up money. For years, 
northern. and mid-western states have 
known: what to do with their toxic junk: 
ship it to the South. No longer. 

: [n the 1960s and 1970s the South had a 
smaller population and less stringent laws 
protecting the environment than the rest of 
the country. It was poor and welcomed any 
boost to the economy. This is changing. 
South Carolina made its anti-dumping feel- 
ings known last spring; now Alabama has 
done so too. 

Lobbyists for companies that produce 
toxic waste argue that the new laws passed 
by South Carolina and Alabama violate the 

-federal statutes that govern interstate com- 
merce. They also predict a shortage of 
dumping sites. They are probably right: 
there are only 33 commercial hazardous- 
waste landfills in the United States, and a 
third. of them are in the South or south- 
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west. Attempts to open new landfills in 
North Carolina, Georgia and Florida failed 
because of public opposition. 

Companies are scrambling to come up 
with other ideas. Some 35m-40m tons of 
hazardous waste have to be got rid of each 
year, and the amount grows at about 3% a 
year. Incineration is a favoured new solu- 
tion, but the public is wary. And the EPA 
says that not enough is known about the ef- 
fect of incinerator emissions on humans. 

So people are concentrating on inter- 
state agreements and on reducing the total 
amount of waste. The Office of Technology 
Assessment estimates that the volume of 
hazardous waste could be halved over the 
next five years. To hurry things along, a 
waste-reduction centre has been opened in 
Raleigh, North Carolina, under the auspices 
of the EPA, the Tennessee Valley Authority 
and eight southern states. 





Education 
Crying Beowulf 


WASHINGTON, DC 


POLOGISTS for America’s education 
system used to say that, while its high 
schools were undeniably poor, its colleges 
and universities were the best in the world. 
On October 9th a Gallup survey commis- 
sioned by the National Endowment for the 


Humanities called this cosy assumption into 









question as well. It showed a startling « 
of ignorance among finalyear co! 
students. 
Among the survey's findings: a qua 
of the students thought Columbus's vo 
took place after 1500, more than a t 
chose Stalin, Rasputin or Nicholas ll as 
leader of the Russian revolution, two-f 
could not place the American civil w 
the correct half-century, and three-quart 
could not identify the authors of “Pride 
Prejudice” or “Crime and Punishment"; 
third thought the words "Citizens have 
right to work . . . the right to health pro: 
ion...the right to housing" were part 
America’ s constitution (they are from 
Soviet Union's). 
The chairman of the National En 
ment for the Humanities, Mrs Lynne CI 
ney, used the survey to justify a call f 
core curriculum of general knowledge 
college students. Colleges already have ge: 
eral-education courses that take up near 
two-fifths of student time, but many: 
dents choose fringe subjects such as hu 
fitness and interior design. In 1989.38 
college graduates took no history; 45 
literature, 33% no science and 77% no 
eign language. Mrs Cheney praises 
universities such as Columbia and Chic 
for the-rigour and breadth of their ge 
courses. She wants all colleges, public 
private, to follow suit. 









































This wish for Renaissance men à 
women, equally at home with Milton 
Marx, is appealing, just like Jefferson's | 
books every gentleman’ s library shoul 
tain. But it is open to objections. Ever 
differs over what a core curriculum shot 
consist of. Mrs Cheney is biased towards 
humanities and western civilisation; he 
forts to cover mathematics and science ai 
other civilisations aré not altogethe 
vincing. The rísk with a core curriculum 
that arts faculties will force everyone el 
study western history and literature wh 
they steer clear of studying physics and t 
Orient. 

Furthermore the knowledge gaps: 
vealed by the survey would be far better 2 
dressed in high school, the natural home 
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general education, than in supposedly spe- 
cialised college classes. There is little advan- 
tage in having college students who do well 
in general-knowledge quizzes while the 
country as a whole lacks specialised engi- 
neers. And a set curriculum can narrow, not 
enlarge, the scope of people's studies: Gal- 
lup recorded surprisingly good knowledge of 
"Antigone" and "Beowulf", reflecting their 
widespread use as texts in schools, rather 
than students well versed in Greek and An- 
glo-Saxon literature. 

But Mrs Cheney is right to identify two 
of the most damaging weaknesses of college 
students: their unfamiliarity with foreign 
languages and with social sciences. The first 
could affect the country's trade perfor- 
mance as business life gets increasingly inter- 
national. The second may fuel America's 
misguided economic policy-making. A 
course in economics for those seeking ca- 
teers in public life might do more good than 
any core curriculum. 





San Francisco 


Batter up 


SAN FRANCISCO 


ANDLESTICK PARK, San Francisco's 
sports stadium, is notorious. Many 
spectators sit so far from the play that they 
can hardly see it. The facilities are rundown. 
The luxury boxes from which most stadiums 
make big profits are few and old-fashioned. 
And the wind is ghastly: it swirls, causing 
baseballs and footballs to go astray and, 
even in summer, can chill players and on- 
lookers to the bone. 
San Franciscans who have forgotten 
this will be reminded of it often over the 
next week or so. This year's baseball World 


At a distance, Giants look like dwarfs 
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Series will be played between the San Fran- 
cisco Giants, who play at Candlestick, and 
the Oakland Athletics, who play across the 
bay. The derision that undoubtedly will be 
heaped on poor old Candlestick might help 
do it in as a baseball venue altogether: San 
Franciscans are pretty evenly divided on 
whether they want the city to help build a 
new stadium, a question they will vote on on 
November 7th. 

The city's mayor, Mr Art Agnos, is 
pushing a plan to have a new sports stadium 
built on 13 acres of public land close to Mis- 
sion Bay, a planned development of 8,000 
flats and houses. In a break with the past, 
when large stadiums were built in city sub- 
urbs, the new facility would be downtown, 
hugging San Francisco's waterfront, about a 
15-minute walk from the city's business dis- 
trict. It would also be small, holding just 
45,000 fans, following the new trend to- 
wards compact, intimate stadiums where 
city-dwelling spectators can feel almost as 
close to the game and players as small-town 
fans do in minor-league and local ball parks. 

The new stadium is no certainty. Two 
years ago the voters rejected a different ball- 
park proposal, largely out of fear that it 
would become a tax burden. That fear still 
exists, but there are differences this time. 
Mr Agnos, for one, has changed his mind. 
He opposed the 1987 plan, considering it 
poorly drawn and lacking financial support. 
By contrast, the new proposal has been 
drafted in conjunction with plans for im- 
proving public transport, making access 
without a car easy. Proving the point, only 
1,500 parking spaces will be provided. 

The financing is also different. A pri- 
vate developer, Spectacor Management 
Group of Philadelphia, would take on a 
large share of the financing and the respon- 
sibility for design, construction and opera- 
tion in exchange for 8096 of the revenues. 








(The company already manages San Francis- 
co's convention hall, the Moscone Centre, 
and runs 20 other sports facilities across 
America.) San Francisco would issue $50m 
of tax-exempt bonds to start construction of 
the $95.8m stadium (debt to be serviced by 
revenues from luxury seats and advertising) 
and provide another $30m in loans and tax 
support over ten years. Hence the continu- 
ing opposition. 

Other factors will help determine the 
vote. The owner of the Giants, Mr Bob 
Lurie, has made the well-worn threat to 
move his team away from its fans if he does 
not get what he wants. And there is a 
uniquely San Franciscan political angle. 
Among the 22 ballot propositions before 
the voters next month is one challenging the 
city's new "domestic partners" law that al- 
lows unmarried people of either sex who live 
together to register their partnership at City 
Hall. The law is designed to extend certain 
rights enjoyed by married couples to homc 
sexual ones. Mr Agnos defends the new lax. 
and is trying to ensure that when San Fran- 
cisco's large and politically active gay popu- 
lation turns out to vote on the issue they will 
back his new baseball park as well. 





Blood banks 


Precious drops 


WASHINGTON, DC 


N ECONOMIST critical of the existing 
American system of collecting blood 
for surgical and medical uses wrote last year: 
"Having forsworn paying for blood, the 
blood bankers must beg for it, which is a dif- 
ficult way to do business." Professor Ross 
Eckert's comment brings together several 
policy issues that arise from the enormous 
demand of the medical industry for human 
blood and its constituents. 

Strictly, American blood banks have 
not forsworn paying for blood. They have 
forsworn paying the people who give blood 
for use in transfusions. This leaves rather 
large areas in which money continues to 
change hands. The commercial blood indus- 
try continues to pay its donors, sometimes 
for whole blood, mostly for plasma to be 
processed into a range of pharmaceuticals. 
Some 400 commercial centres extracted last 
year about 7m litres, worth perhaps $450m 
but yielding products worth appreciably 
more. The American industry, an important 
exporter, is the world leader in a trade that 
turns over perhaps $2 billion a year. 

Though the non-commercial blood 
banks have pretty well stopped paying their 
donors, they sell blood to the users and 
trade it with other blood banks. This inter- 
regional trade is commonplace: some places 
have more donors, others have more users. 
But when it came out last month that the 
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American Red Cross, the biggest of the 
blood-collecting organisations, was buying 
blood from Europe, this was thought star- 
tling. “It’s a shame that the United States 
cannot meet its own needs", said one re- 
gional blood director, quoted in the New 
York Times. Human blood arouses feelings 
that cheese or olive oil do not. 

Actually the New York Blood Centre 
has for years been filling its supply defi- 
ciency with "Euroblood" from Germany 
and Switzerland. The pace of life in the city 
may be adverse to voluntary blood giving, 
while New York has more than its share of 
tertiary medical centres that specialise in ad- 
vanced surgery and need a lot of blood. 

The economics of blood collection 
changes with the society. The New York 
centre finds it can get a pint of Euroblood 
for $57, while its marginal cost for local col- 
lection might be, in present conditions, $75. 
Srill, it has lately expanded its budget for lo- 

I collection, probably less from sentiment 
~ than from a fear of becoming too vulnerable 

to interruptions of supply—as happens in 
the summer holiday season or at Christmas, 
when getting blood from Germany is said to 
be like getting it from a stone. 

The history of blood policy in the 
United States has linked payment with 
safety in a special way. Scientific observers 
in the 1960s connected the high incidence 
of disease from transfusions (especially hep- 
atitis, at that time) with the practice of pay- 
ment for blood, which brought in off the 
street the donors least likely to have whole- 
some blood to give. 

The connection was dramatised by a 
British sociologist, Professor Richard 
Titmuss, in 1971 in his book "The Gift 
Relationship", which looked at the medical 
blood systems in several countries. He came 
down particularly hard on America's. 

Mr Titmuss’s condemnation of the 
^merican practice of payment for blood 

. „ained wide acceptance. The Nixon admin- 
istration adopted it in 1973, and it became 
the prevailing orthodoxy. The dissenters 
who argued that what mattered was not to 
get donors who were altruistic, but to get do- 
nors in good health and screen them thor- 
oughly, did not prevail. A few institutions 
operating in special conditions, most nota- 
bly the Mayo Clinic in Minnesota, stuck to 
their existing paid systems for a while. 

In the years following 1977, however, 
the AIDS epidemic overcame the remaining 
resistance—not, perhaps, entirely logically, 
since it was apparent that some unpaid do- 
nors were transmitting AIDS with their 
blood. The presidential commission on the 
human immunodeficiency virus epidemic 
reported last year that, of the 62,000 people 


in the United States diagnosed with AIDS up 


to that time, 2,240 had caught it through 
blood transfusions: not a satisfactory state 
of affairs. 

The commission's opinions are not gov- 
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His was free 


ernment policy. Its recommendations will 
be carried out only if the administration or 
Congress takes them up and sets aside 
money for them, which has not happened 
yet. The point the commission made most 
strongly in its passage about blood risks 
was that as many transfusions as possible 
should be either avoided altogether, or re- 
placed with the “autologous” transfusion 
using the patient’s own blood. Among 
"obstacles to progress" it listed the fact 





Blood from a taxman 


WASHINGTON, DC 


LADY of modest means in Milton, 

Florida, with three teenage chil- 
dren to feed in the 1970s, happened to 
have an uncommon blood type, a vari- 
ant of AB negative. For some years she 
got most of her income from this 
source, travelling the 20 miles to Pensa- 
cola to "donate" her blood plasma to a 
commercial serum laboratory that paid 
her by the pint. 

Having extracted the 
plasma from her blood, the 
laboratory returned the red 
cells to her body, thus en- 
abling her to make "dona- 
tions" practically twice a 
week instead of the four or 
five times a year that a donor 
of whole blood might manage. To keep 
up the quality of her plasma, she had, 
however, to spend extra on food and 
medicines. The taxman allowed part of 
her claim for a deduction for the cost of 
medicines but turned her down on the 
extra food, since there was ground for 
suspicion that her children had been 
helping to eat it. 

Pleading her own case, the taxpayer 
took the matter to the tax court, where 
the judge had a field day with the novel 
legal questions raised. This was in 1980. 
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that, in a voluntary or unp 
system, the blood banks 
recruit actively for large 
bers of donors and “as few do 
nors as absolutely necessary ar 
rejected”. 

Among its 
tions is a study of the feasi b 
of requiring all blood banks | 
adopt donor registries. The d 
fenders of the existing syster 
maintain that they do tl 
ready, in that they keep li: 
volunteers who have been 
jected. But the critics, in 
ing the commission, 
something else, a positive 
tem of registering qualif 
that is to say reliably entirel 
healthy—donors. In short, they want t 
establish a permanent, renewable blood 
giving elite. 

Debate will continue. The Insti te o 
Medicine has called a public conference: 
the National Academy of Science: 
Washington on November Ist, under th 
title: "The nation's blood supply: is absc 
lute safety achievable?" This, the critics a 
gue, is precisely the wrong question to as 


ecommend 


l] 
The court decided to allow her a partial || 
deduction for her share of the food. It | 
rejected, however, her contention that, | 
since her body was an appliance manu- 
facturing saleable blood, she should be | 
able to charge off her medical insur- | 
ance as a maintenance cost. It also re- 
jected her claim for depletion allow- 
ance in respect of the mineral content 
of her blood, holding that 
this was not the type of min- | 
eral deposit that Congress 
had in mind when it be- 
stowed the depletion allow- - 
ance on a grateful oil and e 
industry. 
She did better when it | 
came to the modest travel al- | 
lowance she had been getting, $5 for | 
each 40-mile round trip. Taxpayers are 
not allowed to deduct the cost of getting - 
to and from work. The government d a 
nied her entire claim for travel costs, ar- — 
guing that she had merely been commut- | 
ing to work like anybody else. Not so, | 
said the court. She had been carrying her | 
blood to the centrifuge in the only way | 
possible: "Petitioner was the container | 
in which her product was transported to 
market." So the travel money went | 
untaxed. 
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Creditanstalt may not be the biggest inter- 
national bank. But try asking a few of our. 
clients about the size of our contribution too 

their business success. 

You could ask them whether the attention. 

and personal service they get from a smaller . 

bank is not more efficient than the bureau- 

cracy that can be the product of an inter- 

national giant. 

Or you could prove the speed and originality 

of our solutions to complex financial 

problems; or the pre-eminence of our 

experience in trade finance with the Eastern 

European countries. 

Whatever you ask, we think you will be 

impressed by the qualities that will be an eet 

revealed - of initiative andimagination, ye 
tempered with traditional Austrian discretion. PR 


Austria's leading bank. 
Head office: Schottengasse 6, A-1010 Vienna, 


Tel..(0222) 531 31/1151, Fax 535 02 03 


London office: 29, Gresham Street, London EC2V TAH; 
Tet. (1) 822 2600, Fax (1) 822 2663 


New York office: 245 Park Avenue, New York, NY 10187, 
Tel. (212) 856 1000, Fax (212) 8561234 ^ 


Hong Kong office: Exchange Square Tower H, 
28th Floor, 8 Connaught Place, Central, Hong Kong; 
Tei. (5) 868 3111, Fax (5) 868 5115 


Further offices in Atlanta, Berlin (GDR), Budapest, Buenos 
Aires, Dubai, Milan, Moscow, Prague, San Francisco, Tokyo. 
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How do South African 


sanctions work? 


South Africa's GDP % change on a year ago 


1980 8! 82 H3 8 8 836 8) 898 $9 
Source: South African Reserve Bant, IMF. Trust Bank 


ETHER economic sanctions hurt 
South Africa or not, its new state 
president, Mr F.W. de Klerk, seems to take 
them seriously. At next week's Common- 
wealth summit in Kuala Lumpur Mrs 
Thatcher will seek to defend him against 
more of them. This week's release of eight 
prominent black nationalists, including Mr 
Walter Sisulu and four others jailed for life 
at the Rivonia treason trial in 1964, seems 
timed to strengthen her case that there is no 
oint trying to hurt a new government that 
; committed to reform and talking publicly 
to black leaders, as Mr de Klerk was on Oc- 
tober 11th. 
For the moment, forget the arguments 
of principle and tactics on both sides, and 
k at what economic and financial pres- 
sure on South Africa means so far. The 
country’s economy is in deep trouble, but 
sanctions are not its main problem. The out- 
standing fact about South Africa’s eco- 
nomic relations with the outside world is 
that the price of gold, which comprises 
about half the country's exports, has been 
falling (see chart) and is likely to fall further. 
The hardest-headed tribute to the 
power of sanctions comes from the Trust 
Bank of South Africa. It estimates that real 
average incomes today are 15% lower than 
they would have been without sanctions and 
disinvestment. The bank's own statistics 
(see chart) somewhat weaken that argu- 
ment, since they show that the economy was 
oec rather badly even before sanctions, 
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and especially financial sanctions, began to 
bite in 1985-86. South Africa has managed 
rather better than most African economies, 
but worse than basket-case debtors like Bra- 
zil and Mexico. Real growth was 5.8% a year 
during the 1960s, 3.3% in the 1970s, below 
2% in the 1980s. Since the population was 
growing at 2.5% a year, average real incomes 
have been falling for almost a decade. 

Some blame not sanctions but govern- 
ment incompetence for the country’s eco- 
nomic plight. It has experienced prolonged 
double-digit inflation, rising consumption 
and falling investment, and groaned under 
the misinvestment needed to maintain 
apartheid. Capital outflows have been 
huge—more than $12 billion since 1985— 
partly to repay foreign debt. 

The effects of sanctions should, if they 
worked, be felt in four main areas. 

On trade, there has been little effect. 
The main trading partners are the big indus- 
trial nations. Non-gold exports, mainly of 
minerals (especially coal) and manufactures, 
have boomed. They rose 65% in dollar 
terms between 1985 and the first half of 
1989, while volumes went up a bit more. 

Disinvestment has an intense psycho- 
logical impact on white South Africa—al- 
most as much as sports embargoes. Its eco- 
nomic effect, at least in the short run, has 
been exaggerated. United Nations figures 
show that about half the 1,121 foreign com- 
panies known to have equity investments in 


South Africa in 1980 have left; the rate of 
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disinvestment has slowed, since only th 
most thick-skinned remain. The bale 
payments effects have been cushioned 
system of dual exchange rates, which | 
driven down the price of the financial 
and thereby also the foreign-currency 
of disinvested capital. The more foreign 
firms move out, the lower goes the 
rand rate and the greater the incentive tc 
hang on in South Africa, or even to undi 
take new investment on the cheap. 

One study shows that, in more thar 
6096 of recent cases of disinvestment, South 
African firms, especially conglomerate g 
ants like Anglo American and Barlow R 
bought assets dirt cheap, while recainii 
erating links with the disinvestor thro 
franchise and licensing agreements. Mi 
Gavin Relly, chairman of Anglo American 
argues (though he would, wouldn’t he?) th th : 
the private sector is being restructured i 
leaner, more efficient businesses. 

Longer-term effects could be worse foi 
South Africa. Even where they keep the 
links with foreign firms, local compai 
seem bound to lose direct access to t 
ogy and to foreign markets. Once foreign. 
firms have got out, they are unlikely to re- 
turn. Concentration of ownership in the 
hands of a few big local firms may reduci 
competition, and so increase inefficiency. 

Sanctions in finance seem to have 
the greatest real impact. They were impo 
in 1985 not by governments but by interna- 
tional banks, mainly because lenders had. 
come to regard South Africa as a poor credit 
risk. They have forced South Africa 


maintain large current-account surpluses, to 
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Sisulu's free, Mandela's next 
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l offset the massive outflow of capital. 

— Mr Chris Stals, governor of the central 
bank, says the present rate of capital exports 
imposes a ceiling of about 2% a year on the 
country’s growth rate. That means falling 
living standards and rapidly rising unem- 

| ployment. Black unemployment is officially 
put at almost 800,000, 11.896 of the eco- 
nomically active black population; in the 
- first half of the 1980s the rate was 8%. Mr 
Stals says South Africa needs a growth rate 
of 542% a year to match population growth 

- and to improve living standards even mod- 

Bes. Without new capital, it might manage 

3-496. With capital exports, living standards 

| can only fall. 

Sanctioneers think this strengthens the 

- argument for tightening financial pressures. 

Their chance is coming with the forthcom- 
ing negotiations over rescheduling about $8 
billion of South Africa’s $20 billion-worth 
of foreign debt, just as the country faces 
debt repayments of some $3.6 billion in 
1990-91, and $1 billion a year thereafter. 
-. The lobbyists are urging the banks to seek 
earlier repayment of their loans, and to ex- 
tend sanctions to cover short-term trade 
— credit (as well as credits for more than two 
F years, access to which is already limited). 
The effects on politics have no balance- 
sheet. Sanctions, some said, would drive 
- white voters into the laager. But in the gen- 
- eral election last month, under threat of 
—— sanctions, those same voters opted clearly 
for reform. An ingenious anti-sanctions ar- 
- gument is that the greater the shortage of 
capital now, the shoddier the economy will 
-— be when majority rule at last arrives. This, 
-— like so much else in the sanctions debate, 
—— leaves out of the calculation the interaction 
of economic and political change. 
a Seven out of every ten rand spent in 
a central Johannesburg today are spent by 
black consumers; nearly one-third of black 

p belong to unions; by the turn of the 

tury 7096 of those completing secondary 

B hoo! will be black, and the urban black 
population will outnumber other racial 

ps by three to one. These people, no 
peo will be demanding both political 
rights and economic opportunities. 
Whether sanctions will help them achieve 
either is the great unanswered question. 
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Panama 


On the waterfront 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


IDWAY through the five hours for 
which they held General Manuel 
Noriega, Panama’s rebel leaders told the na- 
tional radio station to broadcast a communi- 
qué announcing their prisoner’s retirement. 
In the treasury and the health department, 
cheers echoed through the basements where 
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civil servants had taken shelter. They tore 
down the general's portraits and trampled 
them under foot. When the broadcast 
ended in mid-sentence, the bureaucrats got 
nervous. Soon General Noriega emerged 
from captivity with his goal-scorer's gesture 
of triumph, and the revenge began. 

The casualties of the fighting were small- 
er than they might have been. The govern- 
ment said ten rebels died. More objective 
observers think that at least as many were 
shot later, and that up to 100 were 
wounded. Of 37 more rebels arrested, at 
least one-has already turned up dead. 

Disloyal public employees were the gen- 
eral's next target. He promised a baying 
crowd that lists of names of traitors would 
be drawn up for each ministry. "The list, the 
list. The names, the names," they chanted. 
Those prudent enough to wait until the 





Full alert on the canal 


coup’s outcome was clear, then telephone 
the general’s office to show loyalty, were to 
get preferential treatment. On October 10th 
faithful officials began to issue fierce "'emer- 
gency war laws". They provide 14 new rea- 
sons for sacking public employees, including 
in particular "acts promoted by national in- 
terests or foreign governments against the 
internal or international character of the 
state”. A leading opposition spokesman re- 
marked: "They don't need laws, they do 
what they want already." 

The general, having faced down the 
plotters, is left in a fix. New austerity de- 
crees, blamed on the effects of American 
economic sanctions, include a pay freeze, 
the suspension of end-of-year bonuses, and 
limitations on Panamanians' freedom of 
travel. New taxes and financial regulations 
are promised. GDP has fallen by a fifth in the 
past year; average personal incomes were 


$2,340 in 1987, $1,840 last year. The Pana- 
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manian currency is the United States dollar, 
of which the treasury no longer has enough 
to meet the public payroll; the general. has 
been looking for an excuse to unload 2096 of 
Panama’s public workers. This is not likely” 
to win hearts and minds to the general’s 
cause. 

The purge extends to the armed forces, 
which with 15,000 men are the most power- 
ful institution in the country and the source 
of General Noriega’s power. About one 
tenth of the entire officer corps seems to 
have been involved in the uprising. It was 
alleged, and widely believed, that the gen- 
eral personally executed the most active 
coup leader, Major Moises Giroldi. 

Several military units must now be thor- 
oughly overhauled, and unreliable officers 
weeded out. The brutal treatment of the 
plotters seems to have upset some otherwise 
loyal soldiers. At the funerals of dead insur- 
gents, the anger is palpable. Even the lethar- 
gic church has called for truth and justice. 

Plenty of Panamanians think General 
Noriega has gone too far this time, and want 
him out. A few think it might take a couple 
of weeks; realists are talking of six months or 
more, until soldiers and public servants run 
out of cash. All fear that it will take force to 
make him go, and reckon that the next 
batch of plotters will be less merciful than 
the last. General Noriega has every reason 
to hold on, and fight back. As the past week 
has shown, he is good at that. 





Chile 


Marked man 


FROM A CORRESPONDENT IN CHILE 


EJECTED by referendum last October, 
due out of the presidency next March, 
General Augusto Pinochet is leaving the pe 
litical spotlight but not the military stag: 
He has sacked the deputy commander of the 
army, the independent-minded General 
Jorge Zincke, and put in the more malleable 
General Jorge Lucar, a communications bof- 
fin with no authority beyond what the com- 
mander-in-chief lends him. He is no man to 
lead the army through the delicate return to 
civilian rule. General Pinochet wants to do 
that himself. 

General Zincke, a respected gunner, 
had been planning to get the army back into 
professional shape, pruned of the argu- 
mentative officers who have worked in gov- 
ernment over the past years, as well as of the 
soldiers most publicly involved in the tor- 
ture and "disappearance" of political oppo- 
nents under the Pinochet regime. That way 
the high command could probably have 
avoided a head-on clash with the elected rul- 
ers—almost certainly from the present op- 
position—who will take office in March. 


Confrontation over human-rights trials, 
INTERNATIONAL continues on page 47 > 
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and over plain discipline, becomes more 
likely with General Zincke gone. He had 
wanted to trim the generals in the high com- 
mand from 48 to perhaps 36. That would be 
quite enough for strictly military work, and 
would save on pay and pensions. On Mon- 
day the army announced that 12 generals 
would retire, but another seven officers were 
promoted, leaving the total at 43. 

General Pinochet decides the army's 
fate with no more than token advice from 
his fellow-generals, all of them now a good 
17 years his juniors. He plans no quiet retire- 
ment to write his memoirs, with occasional 
statesmanlike speeches from his ex-officio 
seat in the Senate. He intends to continue 
his lifelong battle against communism “at 
the foot of the cannon", as he characteristi- 
cally puts it. 

The constitution he designed in 1980 al- 
lows him, and the chiefs of the navy, air 
force and national police, to keep their jobs 

ir up to eight more years. But once he 
ceases to be Chile's president General Pino- 
chet will no longer be commander-in-chief; 
his counterparts from the other services can, 
if they dare, challenge him as an equal. For 
the moment, though, the four commanders 
form the country's legislature; as such they 
are busy drafting the law that will define 
their rights and duties under a future civil- 
ian president. 

The framework is that, as the national 
security council, they will be entitled to ad- 
vise and give warning against any step they 
believe might threaten national security. 
Some generals wonder aloud how mi general 
would cope with the indignity of waiting in 
an anteroom on a civilian defence minister. 
He might prefer to employ the pliant Gen- 
eral Lucar as his go-between. In any case the 
Chilean forces do not lack kneejerk loyal- 
ists, ready to draw pistols in defence of their 
leader against a breath of criticism—which 
* just what worries General Zincke and the 

‘idiers who prefer professionalism to the 
personality cult. 

There is as yet no evidence that the op- 
position, as it approaches government, has 
much idea how to cope with the armed 
forces. On October 9th the two main presi- 
dential candidates debated, dully, on televi- 
sion. Mr Patricio Aylwin, for the opposi- 
tion, was asked what he had done to 
improve relations with the armed forces or 
talk to General Pinochet. He waffled: first 
there had to be an agenda for talks, and this 
had not been reached. Mr Hernan Biichi, 
who worked for 14 years in General 
Pinochet's administration, knows the score 
rather better. He crisply replied that the 
armed forces must be hierarchical struc- 
tures, not deliberative bodies. Soldiers, he 
meant, understand orders, not debates. If 
Mr Aylwin becomes Chile's next president, 
as is most likely, he will have to find new 


powers of command. 





THE ECONOMIST OCTOBER 14 1989 
(007 Heli aam 


Back to the brink 


FROM OUR ISRAEL CORRESPONDENT 


b etes a little progress crawls 
over the Middle Eastern horizon, one 
side or the other shoves it back out of sight. 
On October 6th it was Israel's turn. The 
Likud half of its inner cabinet voted against, 
and thus blocked, an Egyptian plan for talks 
in Cairo between Israeli and Palestinian 
delegations. The decision brought Israel's 
Labour-Likud coalition government back to 
its usual spot on the brink of collapse. And 
it tried the patience of Israel's friends harder 
than even they are used to. 

The Likud's objections were the usual, 









FROM A SPECIAL CORRESPONDENT IN BAGHDAD 


Tq earthly remains of the prophet 
Nahum are said to lie in Al Kosh, a 
village near Mosul, in Iraq. When Mr 
Ruben Naji Elias visited the tomb last 
month, he left a donation for urgent 
maintenance of its shrine. Now he plans 
to talk to the ministry of religious endow- 
ments about full-scale restoration. 

Mr Elias is president of the Taifa, the 
organisation that represents what re- 
mains of Iraq's Jewish population. Al- 
most all Iraqi Jews—some 200,000 of 
them—migrated to Israel in 1950. Fewer 
than 300 remain. They no longer live in 
fear. For two decades after the flight of 
their co-religionists Iraqi Jews were un- 
able to send their children to school, 
their bank accounts were frozen and they 
were subjected to all sorts of persecution. 
Between 1971 and 1979 their rights were 
gradually restored, although Jews—like 
other Iraqis—are not free to emigrate. 

One synagogue remains, behind an 
anonymous wall in the Karrada quarter 
of Baghdad. It has just been given a face- 
lift, including the installation of air-con- 
ditioning. This was paid for by Mr Elias’s 
organisations, whose funds have recently 
been unblocked by the government. 

The Jewish community supplements 
the pensions of poor and elderly mem- 
bers and encourages younger ones by 
paying monthly stipends for children: 20 
dirhams ($63) for those in elementary 
school, rising to 50 dirhams for univer- 
sity students, on top of official govern- 
ment grants. lraq’s remaining Jews are 
craftsmen, merchants, teachers, civil ser- 
vants and engineers—including the ce- 
ment specialist who did the Hebrew let- 
tering on the new backlit panels in the 
synagogue. There is no shortage of 








By the waters of Babylon 
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vital ones. It declined to enter any talk 
predicated on the notion of territorial com- 
promise, and it would not embark on any 
dealings, however indirect, with the Pales- 
tine Liberation Organisation. Israel's own 
peace plan involves finding Palestinian in- 
terlocutors by holding free elections in the 
occupied West Bank and Gaza, leaving the 
territorial issue deliberately vague. 

This vagueness is equally unaccepta 
to the PLO, which demands Israeli witl 
drawal from the occupied territories, and to 
the Likud's hawks, who want that prospect 
explicitly ruled out in advance. During 
summer, therefore, the election plan 
peared to be dying a slow death. It was 
new life by President Mubarak's medi 
("clarification", he carefully called it) 1 
surprise visit to Cairo in September by the 



























At least they can pray 











prayer books, shawls or phylacteries. | 

Official publications sometimes fall | 
into anti-semitism; during the Gulf war, - 
some linked Iranians and Jews. Yet rela- 
tions between Iraqi Jews and their gov- 
ernment are generally correct, provided — 
that the Jews conceal any Zionist sympa- |} 
thies they may harbour. President Sad- 
dam Hussein sends an annual telegram. 
of good wishes for high holy days. Mr || 
Elias, along with assorted sheikhs and pa- 
triarchs, is on the invitation list for the. 
annual presidential reception for reli- 
gious dignitaries. Iraqi Jews, like Iraqi | 
Christians, were and are fervent parti- || 
sans of the Baathist government. They - 
consider it a rampart against Islamic 
fundamentalism. 
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Israeli defence minister, Mr Yitzhak Rabin 
of the Labour party. Like the Likud, Mr Ra- 
bin rules out direct talks with the "terror- 
ists" of the PLO. He presumably hoped that 
Egypt could somehow persuade Mr Yasser 
Arafat to let non-PLo Palestinians from the 
West Bank and Gaza negotiate for him. 

Labour still supports the election plan. 
So does the mainstream of the Likud, led by 
Mr Shamir and his foreign minister, Mr 
Moshe Arens, who continue to fight against 
their own voluble hawks, led by the industry 
minister and former general, Mr Ariel 
Sharon. But of Labour’s top men only Mr 
Rabin still seems to believe that the question 
of Palestinian representation can be fudged. 
Mr Shimon Peres, the party leader, is start- 
ing to have his doubts. ; 

Many Labour people see the Likud's re- 
jection of the Egyptian proposal for talks as 
proof that there can be no progress towards 
peace under the prime ministership of Mr 
Shamir. Mr Yossi Beilin, Mr Peres's loyal 


- deputy at the finance ministry, thinks La- 


bour should leave the government. The in- 
dependent liberal daily Haaretz said on Oc- 
tober 11th: "There is no place for the 
Labour party in this government unless it 
wishes to share with the Likud the respon- 
sibility for sabotaging every effort to bring 
peace to this country.” 

Enter, at this point, Mr James Baker, the 
American secretary of state. He has pro- 
posed to meet the foreign ministers of Israel 
and Egypt in Washington, for an effort to 
untie the knot of Palestinian representation. 
He is unlikely to manage that trick. Only the 
PLO, said Mr Arafat this week, had the right 
to choose the Palestinians’ peace talkers; 
naming names before his people had made 
up their minds was like “skinning the bear 
before he has been hunted”. The Likud is 
even less helpful. It insists that, before the 
Washington talks take place, the Americans 
give Israel a veto over who will represent the 
Palestinians. Even Mr Rabin said on Octo- 
ber 10th that he would not agree to the par- 
ticipation of deported West Bankers who 
are now senior PLO members; he was clearly 
anxious to exclude, in particular, Mr Mu- 
hammad Milhem, a former mayor, and Mr 
Akram Haniyeh, a journalist. 

Mr Shamir will have nothing at all to do 
with the PLO. The Americans are most un- 
likely to change his mind. So Mr Arafat 
must make a stiff choice. The PLO central 
council, at its meeting in Baghdad on Octo- 
ber 15th, is almost certain to endorse calls 
for a further sharpening of the intifada. Mr 
Arafat wants diplomatic ideas as well. He 
could show his displeasure with the slow 
pace of American mediation by resuming 
the "armed struggle"; or he could mend his 
bridges with President Hafez Assad of Syria, 
the region's arch-rejectionist. That would 
upset the good people at Foggy Bottom, and 
might make Mr Shamir a happy man. 
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Nigeria 


Only nice national parties need apply 


Let's have another kind of party 


NE OF Nigeria's more amiable charac- 

teristics is a genuine commitment to 
multi-party democracy in a continent where 
single parties are the rule. Its president, 
General Ibrahim Babangida, has sworn he 
will return the country to civilian rule in Oc- 
tober 1992, after eight years of military gov- 
ernment. He is finding it harder to give up 
power than it was to stage a coup. 

The general's original plan for the tran- 
sition provided for a National Electoral 
Commission to vet political organisations, 
according to criteria established by the 
Armed Forces Ruling Council. The out- 
come was to be two parties that would con- 
test local-government elections at the end of 
this year, state and governors' elections dur- 
ing 1990 and federal and presidential elec- 
tions in 1992. When the soldiers lifted their 
ban on political activity, more than 30 po- 
litical associations emerged from the wood- 
work, and 13 of them applied for recogni- 
tion. The electoral commission dutifully 
drew up a short-list of six parties, ranking 
the top three with scores of more than 40 
out of 100. 

The next task was for the armed forces 
council. It was expected to select two of the 
parties, allowing the remainder to merge 
with them. But General Babangida changed 
the pass mark. He has refused to recognise 
any of the parties, declaring that no prizes 
could be awarded to the two best candidates 
when the entire class had failed the exam. 
His call for a new social order and a new 
breed of politicians had been ignored; Nige- 
ria was being offered "the old political 
wolves in newbreed sheepskins". He told 


the politicians to have another go. 

This time the soldiers will tell the politi- 
cians what their policies should be. They 
will create two political parties, the National 
Republican Convention and the Social 
Democratic party— "one a little to the right 
of centre and one a little to the left”. The 
electoral commission will “synthesise” the 
manifestoes of the 13 political associations, 
now disbanded, and submit two fresh drafts 
to the military junta for approval. The tran- 
sition timetable will be rearranged, not 
prolonged. 

General Babangida longs to wean Nige- 
rians away from the ethnic, regional ar? 
religous divisions—and the frightful corrt 
tion—that bedevilled previous civilian ad- 
ministrations. His method is to impose new 
political structures from above. But, as any 
Eastern European might remark, it is odd to 
assume that what his countrymen want are 
parties based on issues rather than on reli- 
gion and on tribe. 

The general wants the people to have a 
free choice—but only among alternative 
policies that the soldiers think suitable, and 
with both parties sticking faithfully by the 
military government's most unpopular 
theme, which is rigid adherence to eco- 
nomic austerity and reform. Until 1992 the 
army will choose the policies, and order the 
politicians to preach them. Thereafter, by its 
own rules, it should hand over control. Im- 
posed democracy might make it easier for 
the soldiers to go back to their barracks. It 
rat also mean that they do not stay there 
ong. 
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Personally Signed by Famous Authors 


Six of today’s greatest science fiction writers — Isaac 
Asimov, Ray Bradbury, Harlan Ellison, Frederik Pohl, 
Kurt Vonnegut, Jr., and George Zebrowski — have 
agreed to hand-sign their classics for you! 


Others — including James Gunn, Poul Anderson, 
Philip José Farmer, Larry Niven, Robert Silverberg, 
Brian Aldiss, David Brin, C.J. Cherryh, and Roger 
Zelazny — have written exclusive, new introductions 
to works by their fellow authors. 


And your favorite artists — Vincent DiFate, Richard 
Powers, Joe Mugnaini, and others — have been com- 
missioned to create unique full-color illustrations 
especially for your Masterpieces of Science Fiction! 
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Personally-signed editions of six important works 
Recognizing the importance of this collection, six of the greatest 
science fiction writers have agreed to sign their masterpieces. 
Isaac Asimov is signing The Foundation Trilogy. Ray Bradbury, 
The Martian Chronicles. Frederik Pohl, Gateway. Harlan Ellison, 


Benoia ... the ultimate library of science fiction classics! The 
greatest masterpieces by the greatest science fiction writers are 
now being issued in luxurious leather-bound collector's edi- 
tions. Timeless works bound in genuine leather to be read 
again and again ... and to be treasured for generations. 


A complete collection — from early classics 
to recent award winners! 


The Masterpieces of Science Fiction comprises the entire history 
of the genre, from works by Jules Verne, H.G. Wells, and Sir 
Arthur Conan Doyle to newer classics by Isaac Asimov, Gregory 
Benford, Robert Heinlein, Ursula K. Le Guin, James Blish, Fritz 
Leiber, Joe Haldeman, Philip K. Dick, and Alfred Bester, to 
name a few. 

There are splendid editions of Arthur C. Clarke's 2001: A Space 
Odyssey ... Frank Herbert's Dune ... Larry Niven's Ringworld ... 
Fred Hoyle's The Black Cloud ... Roger Zelazny's This Immortal ... 
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Deathbird Stories. Kurt Vonnegut, Jr., The Sirens of Titan. George 
Zebrowski, Macrolife. These extraordinary volumes will surely 


Vonda N. McIntyre's Dreamsnake ... and Philip José Farmer's To 
Your Scattered Bodies Go. Many of the works included have 
received the prestigious Hugo Award, Nebula Award ... or both! 


be among your most prized possessions. (And due to 
their limited supply, you should act promptly to avoid 
disappointment.) 
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Each edition is truly a masterpiece! 


Every volume is fully bound in genuine leather, embellished 
with a deeply inlaid cover design, and decorated with precious 
22kt gold on the spine. The books are printed on acid-neutral 
paper to last for generations, and each has its own permanently 
affixed ribbon page marker. Pages are gilded on three sides for 
beauty and durability. These are editions you will be proud to 
own and display in your home library. 


Convenient acquisition 


The Masterpieces of Science Fiction is available only by advance 
reservation directly from The Easton Press. Your books will be 
sent at the rate of one per month for just $33.00 per volume, 
plus shipping and handling. This favorable price is guaranteed 
for the next two full years, and subject thereafter only to minor 
adjustments reflecting the cost of materials. Your satisfaction 
is guaranteed: you may return any volume within 30 days for 
a full refund; and you may cancel your subscription at any 
time, To reserve your collection, simply complete the Reserva- 
tion Application and mail today! 
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The Easton Press 
47 Richards Avenue 
Norwalk, Conn. 06857 
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me the first volume and reserve a collection in my name. Volumes will be 
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We will bill you. 


I understand that 1 may return any book within 30 days for a complete 
refund and that either party may cancel this subscription at any time. 
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As a convenience, I wish to pay for my first volume now. Enclosed is 
$35.95** (payable to The Easton Press). 
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_ Western Sahara 


The risks of 
© etn noticed 


SMALL wars are often the hardest to stop. 
dw Guerrilla bands need little more than 
gritty leaders and a regular supply of arms. 
"In north-west Africa, the struggle between 
M orocco and the Polisario Front for control 

of the Western Sahara has disturbed the lo- 
je peace for over 13 years. It seemed re- 
cently to be moving towards a conclusion: 
E 'olisario's leaders were looking less gritty, 
(he: supply of arms, from Algeria, less sure. 
— Now the fight has turned bloody again. 
E' the end of September Polisario's 
ghty guerrillas ended a nine-month lull 

with a series of attacks on Moroccan de- 
fences, culminating on October 7th and 
lith with two biggish battles, the first at 
lta Zemmour near the Mauritanian 

| Bi nier and the second at Hauza in the 
north, Polisario described the fighting as 

“murderous”, claiming that the Moroccans 

B siffered many dead and were forced to re- 

_ treat. Morocco said Polisario came off worst. 

| The new fighting baffles the optimists. 

- In August 1988 Morocco and Polisario ac- 

_ cepted a United Nations plan for a ceasefire 

- anda referendum giving the people of West- 

! ern Sahara a choice between independence 

-or integration with Morocco. The parties 

- have failed to agree on how the referendum 

should be held. King Hassan of Morocco 

met a Polisario delegation in January, but 

. has since resisted Polisario's demand for di- 

i rect talks. Yet few outsiders doubted that 
war was moving towards its end. 

i The Algerians seem to hold the key to 

E peace. They have been paying for Polisario, 

Which can attack Morocco only from their 
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Parting shot, or just one of a series? 
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territory. But last year Morocco and Algeria 
ended their long quarrel and forswore at- 
tacks on each other. Without Algerian sup- 
port, the argument went, Polisario could not 
carry on. Maybe not, but Algerian support 
did not quite end. Even so, and even though 
the UN plan was plainly faltering, two alter- 
native peaceful endings seemed still in sight: 
a compromise involving autonomy for the 
Western Sahara within the Moroccan state, 
or the fading-away of Polisario, deprived of 
Algerian support and forgotten by an indif- 
ferent world. 

Polisario is not prepared to fade away, 
and the attack at Guelta Zemmour was its 
way of saying so. It wants to be noticed. But 
the risk is big. Far from pushing King 
Hassan into direct talks, the new fighting 
has given the wily Moroccan an excuse for 
ruling them out. The Algerians consider 
good relations with Morocco far more im- 
portant than the Polisario cause, especially 
since they want to build a gas pipeline across 
Morocco to Spain. Algeria will not cut 
Polisario off overnight, but its support is no 
longer unconditional. 

Polisario is weakening internally too. 
Morocco's defensive fortifications have 
pushed it, literally, into a corner of the 
Western Sahara, and hemmed in its fast- 
moving columns. The strain showed in 
April when its leader, Mr Mohamed 
Abdelaziz, denounced "deviationism" and 
"tribalism" in the movement. A number of 
senior guerrillas, including the military 
chief, Mr Brahim Ghali, lost their jobs. Mr 
Omar Hadrami, the front’s representative 
in North America, defected to Morocco in 
August; others have taken the same road. 
The Moroccans see Polisario’s latest attacks 
as parting shots. Polisario’s exiled leaders 
say they will fight on. But they need Alge- 
ria’s guns, and money. 








Southern Sudan 


Hungry but 
not dead 


FROM OUR EAST AFRICA CORRESPONDENT 


T IS a success story, of sorts. The south- 

ern Sudanese are no longer starving in 
numbers large enough to make news. Last 
year’s atrocious and well publicised famine 
in the south of the country evoked a wave of 
outside concern which, however late, begat 
a brash relief programme and averted the 
danger that famine will return this year. 

The United Nations in March set itself 
the goal of moving about 100,000 tonnes of 
food into the region. That was half a year 
after Sudan’s southerners, driven from their 
subsistence farms by warriors of several alle- 
giances, and bedevilled by drought and 
flood, were evidently dying en masse. Th 
lowest estimate for 1988 counts the deau 
from hunger in tens of thousands; the UN 
has settled on a (not unreasonable) guess of 
250,000. It had reckoned that, without mas- 
sive food aid, 100,000 might die this year. 
But the UN says it has met its target. Mass 
starvation has been averted. 

The food-movers’ most significant help 
came from a series of ceasefires that, since 
May, have been declared and largely hon- 
oured by both the warring sides. The sea- 
sonal rains seem to have hindered transport 
less than was expected. The extraordinary 
became routine. Grain-laden aircraft fly 
daily, without being fired on, into govern- 
ment and rebel towns alike. Trains and Nile 
barges politely drop food in both rebel areas 
and government towns. 

Both sides co-operate in this arrange- 
ment. The UN thinks this may have set a 
precedent. In grand moments it calls the 
southern Sudan programme the first revér- 
sal this century of the trend that has mad 
civilians, rather than soldiers, the primary 
victims of war. The reversal may not be 
permanent. 

The rains are now ending, and the cam- 
paign season approaches. Sudan's three- 
month-old military junta has noisily but 
vaguely proclaimed its desire for peace. The 
southern rebels are suspicious. They de- 
mand a wholesale restructuring of govern- 
ment without which, they say, the Arabic- 
speaking, Muslim north will always unfairly 
exploit the Christian and animist Africans 
of the poor south. 

Fresh hostilities will sorely hamper, per- 
haps entirely block, relief efforts. More ship- 
ments are needed. The grain already deliv- 
ered, together with this year's reasonable 
crop, will not last until next year's harvest. 
The region will depend on charity until, af- 
ter 30 broken years of conflict, the farmers 
can go back to till their land in peace. 
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After the party 


In the wake of the past week’s momentous events, politics will never be 


quite the same min in Berlin, Buda 


ticed) Brussels. 


& the inquest into East Germany’s un- 
happy 40th birthday party begins, it is 
hard to say what must vex Mr Erich 
Honecker more: the exodus of mainly young 

ilgrants going west or the growing bold- 

ss of reform-minded people at home. The 
dismal anniversary on October 7th and its 
aftermath, when police battled with thou- 
sands of demonstrators in East Berlin and 
other cities, has brought opposition 
into the open. The pressure for change 
is no longer coming mainly from the 
churches and isolated reform groups. It 
is more widespread. 

Even the communist leadership is 
starting to get the message. On Octo- 
ber 11th the Politburo pledged to ex- 
amine the cause of the mass exodus and 
discuss changes—though it also reaf- 
firmed the party's “leading role" and 
criticised all those who had taken to 
the streets. Is this the beginning of the 
end for Mr Honecker? 

In the past it was possible to claim 
that opposition to his orthodox rule 
was a minority matter of minor rele- 
vance. The evidence of the past tumul- 

ous week proves otherwise. 

@ The demonstrations have been the 
biggest in East Germany since the abor- 
tive uprising in 1953 put down with the 
aid of Soviet tanks (help which, if re- 
ports reaching Bonn from Moscow are 
to be believed, would not be made 
available again). In the largest of the 
protests, some 70,000 people marched 
through Leipzig on October 9th chant- 
ing "Gorby, Gorby” and “We want to 
stay". The police, who had broken up ear- 
lier demonstrations and made hundreds of 
arrests, did not interfere with this one. 

€ Local communist-party officials in Leipzig 
joined an appeal for “essential change" read 
to the marchers over loudspeakers. Others 
signing included Mr Kurt Masur, the con- 
ductor of the Leipzig Gewandhaus Orches- 
tra and one of the top figures in the arts in 
East Germany. In Dresden and Magdeburg, 
too, communist officials seem ready for a di- 
alogue with the protesters (though that is 
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st and (though not many people no- 
he fest of these reports is from ou pon 


m our Bonn correspondent 


still along way from supporting demands for 
secret ballots, a free press and independent 
trade unions). 

€ A fresh, albeit still weak, breeze is starting 
to blow through the East German press. It 
has not touched the party daily, Neues 
Deutschland, which sticks to its rigid line 
and condemns the demonstrators as “hooli- 
gans" encouraged by western media. But it 





Still one man applauding Honecker 


is starting to look a bit lonely. The commu- 
nist youth paper, Junge Welt, carried an 
open letter by Mr Hermann Kant, president 
of the Writers’ Union, describing the mass 
emigration west as a defeat for East Ger- 
many and urging self-criticism. It is remark- 
able that Mr Kant, a member of the party’s 
Central Committee, should say such a thing 
and still more so that Junge Welt should 
print it. Other newspapers, including Der 
Morgen and the Berliner Zeitung, have 
started publishing similar letters, albeit from 
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less prominent readers, 
@ East Germany's "other" political pa 
notably the Liberal Democrats and 
Christian Democrats, are starting to 
come more self-assertive. Up to now it h 
been easy to forget they exist, because they 
have been so much under the thumb of the 
communist party. That is changing. 
Manfred Gerlach, the chairman of the Lib- 
erals and a deputy to Mr Honecker as head 
of state, is urging the authorities to be more 
receptive to new ideas, adding that “contra 
diction is not rebellion.” j: 
€ Most striking, on October 7th a group of 
reformers demanding the establishment of a 
multi-party democracy and an “ecology-ori- 
ented social market economy” announced 
they were founding a Social Democratic 
party. There has been no party of that name 
in the eastern zone of Germany since 1946, 
when the Social Democrats were united 
with the communists under pressure 
from the occupying Russians. Is this a 
future force in the making? No one is 
sure, not even the West German Social. 
Democrats, who gave the new group a 
polite welcome but seemed as aston- 
ished by its emergence as everyone else. | 

Yet Mr Honecker continues to 
shun reforms, despite pressure from. 
abroad as well as at home. Mr Mikhail - 
Gorbachev, the uneasy guest of honour - 
at the October 7th jamboree, told Mr 
Honecker privately that “if we are late 
[with reform] we will be punished." - 
The West German chancellor, Mr | 
Helmut Kohl, is dangling before Mr 
Honecker the carrot of massive eco- — 
nomic aid in return for reform; and as 
though to prove this is no empty offe! 
West Germany has just approved big fi- 
nancial help for Poland and Hungary. 
None of this seems to have budged the: 
77-year-old East German leader (al- 
though some reports suggest that more 
restrictions on travel to the West by 
East Germans may be eased soon). But. 
the impatience even of senior comrades - 
is becoming hard to resist. 

Honecker-watchers judge that he is 
now facing greater criticism than ever in his 
own party from two groups: hardliners who - 
long opposed his policy of easing emigration — 
and trips to the West, arguing (rightly) that 
it would not relieve tension at home; 
others, including industry bosses, who know 
things cannot go on as they are. The criti- — 
cism evidently grew louder at this week's Po- 
litburo meeting. The comrades urged Mr 
Honecker to prepare a quick report on the | 
state of the nation. 

Criticism is one thing; finding someone 
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teplace Mr Honecker is quite another. 
ring Mr Honecker’s recent spell in hospi- 
for a gall-bladder operation, policy deci- 
ns of any importance were simply not 
ade. Only after he returned to his desk was 
uick (though maybe temporary) solution 
d to the problem of East Germans 
amming into West German embassies in 
rague and Warsaw to force their passage to 
West. Mr Günter Mittag, a member of 
olitburo responsible for the economy, 
portedly took up a lot of the slack while 
"Honecker was away; but his own health 
poor and few see him as a successor to the 
5. As the creator of the present version of 
country's straitjacketed industrial 
mbinat system, Mr Mittag in any event 
uld be no force for economic renewal. 
The only high communist official in 
ht with a reformist tinge is Mr Hans 
odrow, the party boss in Dresden who re- 
tly made a high-profile visit to West Ger- 
iny. Mr Modrow is not a Politburo mem- 
and was recently ticked off by the party 
igs in East Berlin for acting too inde- 
ndently. In most circumstances those two 
ther would make him unthinkable as a 
essor to Mr Honecker, but in these ex- 
ordinary times they might even help him. 
1s also said to have found favour with Mr 
yrbachev, which could be handy—assum- 
Mr Gorbachev survives his own difficul- 
r Gorbachev was not unduly optimis- 
luring his stay in East Berlin. Asked by 
nalists whether he thought the East 
man situation dangerous, he replied, “I 
't think so. Compared with our prob- 
at home this is nothing." 





ungary 


ale-pink Danube 


OM OUR SPECIAL CORRESPONDENT IN BUDAPEST 


HE death of Hungarian communism 
A. was officially recorded at 8.20pm on Oc- 
ober 7th. That was when the Hungarian 
ycialist Workers’ party, as the communist 
zarty which had ruled Hungary for the past 
40 years called itself, decided at its congress 
Budapest to dissolve itself and to re-form 
the Hungarian Socialist party. The "new" 
party elected as its leader Mr Rezso Nyers, a 
ocial Democrat who became a communist 
when Stalin forced the parties to merge in 
948 and was an architect of the 1968 eco- 
homic reform. The Socialists say they are 
committed to a market economy and multi- 
arty. democracy, and stand somewhere 
;etweeen Italy's Eurocommunists and Swe- 
den's Social Democrats. 
- This was a victory for the party's reform 
wing, in. particular for its most prominent 
igure, Mr Imre Pozsgay..]t was achieved 
only after a hard battle for the support of 
he party's confused. “timid centre". Old 
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Stalinists shouted “sell-out” and “betrayal 


from the sidelines. Of the party's 25-mem- 


ber praesidium, 14 are committed reformers 
(including Mr Pozsgay and his two closest 
supporters, Mr Miklos Nemeth, the prime 
minister, and Mr Gyula Horn, the foreign 
minister). The rest are ‘‘centrists’’. 

' But conservatives left declaring that the 
old party was still in existence and that the 
majority of its members would soon show 
this by reversing the "unrepresentative" 
congress's decisions. To the reformers' visi- 
ble disappointment, there was no immediate 
split in the party, despite strong pressure on 
conservatives to get out. The reformers' 
hope now is that most of those who disap- 


proved of what had been happening at the - 


congress will simply not join the new party 
when the time comes for applying for party 
membership cards. 

Why are Hungary's communists (sorry, 
Socialists) going to such lengths to dissoci- 
ate themselves from their past—not just the 
Stalinism of the late 1940s and early 19505, 
but also the Leninism which had served 
them so well in keeping their monopoly of 
power? Observers at the congress in Buda- 
pest had the impression of watching passen- 
gers in a balloon dropping overboard every 
bit of ballast they could lay their hands on in 
order to stay aloft. Poland has shown with 
devastating clarity what can happen to a 
communist party which fails to move with 
the times. That is why reformers like Mr 
Pozsgay decided a while ago to act while 
their party was still in relatively good shape 
and the opposition still relatively weak, in- 
experienced and—above all—divided. 

Last month they concluded an agree- 
ment with the opposition—the Hungarian 
counterpart to the Polish round-table deal 
in March—to prepare for power-sharing. 
The latest internal party calculations, based 
on opinion polls the communists had al- 
ready been using for some time, have shown 











Not E how Marx saw eroian 





that a reformed party igl 


Ope to win at 

best only 75 out of the 374 seats (that is, 
2096) at the free parliamentary election 
promised for early next year. The same cal- 
culations, unpublished but leaked by re- 
formists, show that an unreformed party 
could hope to get at most 15% of the seats, 
perhaps even as little as 5%. The by-election 
results of the past few months illustrated the 
communists’ troubles: out of five held, four 
were won by the largest opposition group, 
the Hungarian Democratic Forum. So the 
reformists opted for a complete break with 
the past. 

Will it work, or will the voters see it as 
just a. cosmetic exercise! Among Hungar- 
ians, scepticism seems to run almost as deep 
as anti-communist feeling. After all, Hun- 
garians are cynical people who will tell a visi- 
tor that in Budapest before the war there 
were a number of places where young ladies, 
no longer virgins, could have their virginity 
restored if their prospective husbands abse 
lutely insisted. 

Doubters point in particular to the con- 
gress’s decision, against Mr Pozsgay’s wish, 
to retain party organisation in factories and 
offices. So the party may still poke its nose 
into matters which.are officially none of its 
business any more. There was also the deci- 
sion to keep "for the time being" the 
60,000-strong workers’ guard, the party's 
private army formed after the crushing of 
the 1956 revolution. Mr Pozsgay wanted it 
disbanded; instead it is to be put under gov- 
ernment control and used for civil emergen- 
cies. Then there is the question of the par- 
ty's property—especially its numerous, now. 
extremely valuable buildings in. Budapest 
and elsewhere. The decision at the congress 
was “to give up whatever the new party did 
not need for its operations", instead of di- 
viding it up with the other parties; as the re- 
formers proposed. Mr Nyers's still rather 
stiff attitudes also raised eyebrows. 

So doubts will remain until the new S 
cialists dispel them. But Mr Pozsgay can look 
forward with a fair degree of confidence to 
becoming Hungary's first directly elected 
president in the vote due to be held on No- 
vember 25th. His personal popularity 
should see to that, even if, as now looks 
likely, he will face competition from at least 
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BLACK LABEL COMMANDS MORE RESPECT 
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marine worms. 

Here at BP we hold the ‘lowest form of life’ in 
somewhat higher regard. 

Ever since our ecologists helped to unearth the 
fact that these friendless creatures are extremely 
sensitive. Particularly to any sudden 
chemical changes in sea water, their 
natural environment. 

Apparently the most pe ve 
miniscule quantities of " 
pollutants can decimate Pi 


1 
entire worm colonies. TM 

Of course we can't account for every single worm 
in the vicinity of our oil platforms. 

But we can monitor their populations thereby 
detecting the first signs of contamination in time to 
prevent damage to the environment. 

A prime example of the early bird catching the 
worm. 


Protecting the environment is one of the things 


BP is doing today for all our tomorrows. 





For all our tomorrows. 








When the shock-waves reach Brussels 


| NITS first 30 years the European Com- 
munity was spared one awkward deci- 
sion: where to draw the line that formed 
its eastern boundary. Cold-war Russia did 
that, and let those West Europeans who 
considered themselves clubable feel their 
way undistracted towards an undefined 
but "ever closer union". The Single Euro- 
pean Act and the Ec's 1992 project have 
given this quest a much needed boost, but 
in a self-absorbed fashion. The question 
| of new members, and all the distractions 
| they cause, has been firmly shelved till the 
| demanding 1992 programme is complete. 
Suddenly, events in the East are making 
this aloofness hard to sustain. 

The new possibility is that a corner- 
stone of Comecon and of the Warsaw 

| pact will merge uncontrollably with a cor- 
nerstone of the European Community 
and NATO. The idea of reunification has 
for years kept Germans wistful and other 
Europeans titillated—but it was never se- 
rious. The Community would take its fi- 
nal shape before Germany regained its old 
one. Now the prospect of a reunited Ger- 
many threatens to mould the future of the 
EC, rather than vice-versa. 

West Germany's old schizophrenia, 
between its desire to be a staunch EC 
member and its desire to reunite, is in- 
fected with new urgency. lts politicians 
now avoid the word “reunification” be- 
cause it smacks of the old, nationalist Ger- 
many. They prefer to speak instead of 
“unification” or "bringing together”. 
The nuance, according to West Germa- 
ny's foreign minister, Mr Hans-Dietrich 
Genscher, means creating a new federal 
Germany as part of a federal Europe. “We 
must embed our national interest in the 
European interest,” he says. 

| But the sort of bed the West Germans 
| want has changed with the prospect of a 
| German-German liaison. Leaving aside 








the total transformation required of East 
Germany's economic and political system, 
the Warsaw pact would have to unravel 
before two Germanies could take their 
place in the federal Europe that many in 
Brussels now dream of. Mr Genscher says 
that federal Europe must keep out of de- 
fence and security affairs, and should con- 
centrate on matters economic, techno- 
logical, cultural and environmental. He 
would like this Europe-in-civvies to re- 
main open to neutral states such as Aus- 
tria and Sweden, and to central European 





Wider and wider 


countries that reform themselves enough 
to join. Europe-in-uniform, meanwhile, 
would be a matter for a separate club—the 
Western European Union. 

That does not satisfy Mr Jacques 
Delors. The president of the European 
Commission has worried for some time 
about a Community that gets broader in 
its membership but not deeper in its mu- 
tual commitments. Events in Eastern Eu- 
rope mean, he says, that federal Europe— 
he avoids the term but that is what he 
means—must emerge still faster and not 
be shy of embracing security and defence. 






























He wants this union to be a powerful Eu- 
ropean nucleus that neutral states li 
Austria or reforming states like East Ger- 
many can cluster round in a circle of not- 
quite-members. 

Next week Mr Delors will present his 
evolving vision of Europe in a speech in 
the Belgian town of Bruges. The British 
will shudder. Not only will he rebut Mrs 
Thatcher's controversial critique of the 
Community, delivered a year ago in the 
same place; he will also call for more 
changes in the Treaty of Rome than 
be needed for the project of economic 2 
monetary union. He wants to make 
pean government more democratically ac z 
countable. He wants to give the Commu- 
nity more clout in applying a single 
foreign policy. 

Even Gaullist Frenchmen may accept 
the Delors approach. They will want t 
bind West Germany to them still mo e 
firmly: anything to stop an unattached, re- 
united ny throwing its weight 
about. But Britain will see this fedi 
prospect as even more threatening th 
the present one. While France and Britain 
argue, the two Germanies may be knitting 
themselves together. 

A wider EC seems more likely than. 1 
deeper one. Austria's application for 
membership already pushes the Com 
nity along the road of breadth. That ro 
would involve completion of the half-f 
ished rule book for the EC's dema din | 
form of open market; continued ple 
for monetary union; and gradual a 
tion of any country (or half-country) 
has what it takes to join—democracy, a 
market-based economy and a European 
culture. This Community might remain 
modest in its ambitions for a common for 
eign and security policy. But there could 
still be no illusions: membership would in- 
volve too much interdependence to be 
consistent with membership of the War- 
saw pact or even with purists’ ideas c f. 
neutrality. 
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one opposition candidate. 

After the parliamentary election, proba- 
bly in March, the communists-turned-So- 
cialists are likely to form a coalition with the 
Democratic Forum, which is particularly 
strong in the countryside. One of the Fo- 
rum's leaders, Mr Sandor Csoori, was at last 
week's congress talking to Mr Pozsgay. The 
Forum insists that no deal has been struck 
in advance of the election. But co-operation 
could clearly help both sides. There is talk of 

a possible prime minister from the Forum, 
perhaps Mr Jozsef Antall, one of the negoti- 
ators in this summer’s talks between govern- 
= and ee What's the Hungar- 
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Arms control 
Spring hopes 
eternal 


ROPOSALS are now flying thick and 

fast at the conventional arms-reduction 
talks in Vienna. Few people are now saying, 
as many did last spring, that there is no 
chance of making President Bush’s target 
date of next May for a deal. 

Discussion of aircraft provides an exam- 
ple of the serious effort to reach agreement. 
In the beginning NATO was dead-set against 
trying to limit any of them, but the Warsaw 
















pact insisted on counting those that c 
attack ground targets. In the old pis 
would have caused years of deadlock. _ 
But now the mood is for concessit 
July the West agreed to talk about a 
so long as that would include two so 
aircraft that the Warsaw pact had we 
keep out: interceptors, which it fairly re: 
sonably maintained were purely defen 
and trainers. Back came the Warsaw p 
September 28th with a comprom 
agreed in principle to limit the inte 
and allow them to be checked to ensure tl 
could use only anti-aircraft munitions. 1 
Such speed—the old marr talks dragge: 
on for 15 years without making as m 
progress—brings its own problems. Bot 
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ides agree that any ceilings must be "com- 
ion collective" ones, not limits on individ- 
"ual countries; but NATO is only now waking 
"up to the difficulties of allocating its cuts. 
lt would be easy to assign the NATO 
quota for tanks, for example, proportion- 
-ately according to how many each country 
- has. But to get the best defence, NATO would 
"want to get rid of old tanks and keep its new 
‘ones. This would mean leaving as many of 
the American tanks as the treaty allows 
(there will be a sub-limit on equipment near 
the Warsaw-pact borders). But this would 
unbalance the national share-outs, and any- 
way the allies are not all equally keen on be- 
‘ing cut. Denmark, West Germany and the 
United States want big reductions; Turkey 
would like to keep everything it has. 
- And France has already served notice 
that its Mirage-4 aircraft may not be 
touched. lt argued against even counting 
them, maintaining that they are strategic 
- nuclear bombers and so outside the scope of 

- conventional-arms talks. However, in one of 
‘the many compromises that all countries 
have had to make, France has agreed to have 

“them included in the total, provided that its 

allies agree to fence them off when the alli- 

- ance's aircraft are apportioned. 

Then there is geography. NATO needs its 
best forces along the Central Front. They 
have always been there, but as the results of 

- the choices and resources of the individual 

countries involved. If NATO formally divides 

- its allocation of weapons in a way that ap- 
pears to diminish the importance of Turkey, 

- Norway or Spain, the hurt feelings could 

_ lead to some serious damage. 

NATO's European command is studying 
the idea of intra-alliance transfersas a way of 
-. keeping the best equipment but still ensur- 

ing that each country takes its share of the 

cuts. In theory it ought to be possible to 

- transfer, say, some American Abrams tanks 
to Britain or Belgium to replace some of 
their older ones, thus allowing the Ameri- 
cans to reduce their forces a bit but still 
keeping these modern tanks on the front 
line. Ideally, there would be a "waterfall ef- 
fect” as equipment of all sorts cascaded 
downwards through the alliance, with the 

E oldest junk being discarded. 

— Not everyone is enticed by waterfalls. It 

would only be helpful to transfer either 

fairly large numbers of things, or else the 
sorts of equipment that a country already 
uses: the difficulties of stocking extra spare 

parts and of training soldiers to use just a 

few new weapons might outweigh the bene- 

fits. And there would be resistance from na- 
tional armaments industries. If Britain, for 
example, were offered 500 slightly used 

— Abrams tanks at half-price (or free), it might 

be tempted to call off the competition for a 
new tank to replace its aging Chieftains, 
which most observers now expect Vickers to 
win. Vickers would not be amused. 
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European Parliament 


Home sweet home 
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The fragmentation of the European Parliament sagen three cities is a non- 
w 


sense w 


HE Treaty of Rome which set up the Eu- 

ropean Community obliged member- 
governments to choose a permanent home 
for the parliament. But since they could not 
agree on one, the governments never took 
the decision. So the provisional arrange- 
ment which left the parliament in three 
places has continued for 30 years. Full ses- 
sions lasting for one week a month are in 
Strasbourg; committees meet for two weeks 
a month in Brussels; and 3,000 of the parlia- 
ment's 3,600 staff work in Luxembourg. 

Deputies and Eurocrats waste days each 
month just travelling. Many services have to 
be performed three times over. The work of 
committees is delayed because they cannot 
meet in the week of plenary sessions. Lorries 
cart trunks of documents from one city to 
another, yet still deputies often find they 
lack the document they need (the library 
and research departments are in Luxem- 
bourg). The direct cost of all this was esti- 
mated in 1987 at 40m ecus ($46m). 

This helped to make the parliament an 
expensive joke. But since 1987 the Single 
European Act has given it new powers, and 
1992 legislation is giving it more work. Now 
is no time for geographical gyrations. 

One full session a month, from Monday 
afternoon to Friday morning, is too short 
for the parliament's business. At last May's 
session, for instance, the assembly dashed 
through emergency resolutions, questions 
to the European Commission and Council 
of Ministers, 50 reports and 800 amend- 
ments; five hours were spent on the mechan- 





Home-making in Brussels 


ch, our Brussels correspondent predicts, 


soon end 


ics of voting. Debating time is always ab- 
surdly cramped: a political group may have 
five minutes' to make its point; individual 
members are lucky to get two minutes. 

So the parliament needs longer sessions. 
Yet a second week in Strasbourg would be 
impractical. The Brussels officials who 
grudgingly decamp to Strasbourg for one 
week a month would not come for two. 

France and. Luxembourg have so far 
thwarted the parliament's efforts to move 
completely to Brussels. But a partial move 
now looks likely: in 1990 for the bureau- 
crats, and in 1991 for plenary sessions. Last 
January the assembly approved—despite thi 
opposition of members from France ana 
Luxembourg—a report by Mr Derek Prag, a 
British Conservative, which called for two 
changes. "Additional" plenary sessions 
should be held in Brussels; and staff working 
for committees, research and public rela- 
tions should move to Brussels. 

Luxembourg has challenged the pro- 
posed staff moves in the European Court of 
Justice, which is expected to rule by next 
summer. In previous judgments it has up- 
held the parliament's right to organise itself 
efficiently. If the parliament wins this case, a 
flood of bureaucrats will move to Brussels 
(there is already a trickle: a quarter of the 
committee staff have surreptitiously left 
Luxembourg). If the court should defy the 
parliament, deputies would probably vote to 
move the rest of the staff anyway—provok- 
ing a minor constitutional crisis. 

The newly elected European Parliament 
is likely to push for change more forcefully 
than its predecessor. One difference is thi 
retirement of Mr Pierre Pflimlin—an ex- 
mayor of Strasbourg, former French prime 
minister and president of the parliament be- 
tween 1984 and 1987. His eloquent argu- 
ments in favour of Strasbourg, which 
stressed its symbolic importance for French- 
German reconciliation, often swayed doubt- 
ers. The free Filofaxes and televisions that 
the new mayor of Strasbourg recently of- 
fered members are unlikely to bend their 
preference for Brussels. 

The parliament’s will to hold extra ses- 
sions in Brussels appears to be unstoppa- 
ble—once a 600-seat chamber is available, 
which should be in September 1991. In 
1985 the parliament had voted to have a 
"hemicycle" built in Brussels by a private 
consortium. France complained to the Euro- 
pean Court, which ruled a year ago that sup- 
plementary sessions could be held outside 
Strasbourg, so a chamber in Brussels was 
deemed all right. In private, leading French 
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New BBC VIDEO Language Course for Children 
Turns TV into a Language Teacher Kids Love! 


It's a scientific fact. ,.and one of Nature's marvels. During the early 
years of childhood, the human mind is best programmed for learning 
alanguage — any language. That's why children learn so much more 
easily than adults, even before being able to read. They learn the same 
way they learned English — naturally — by listening, seeing, and imi- 
tating. In the international world our children will compete in — where so many 
Europeans and Asians start 
a foreign language early — 
a second language will be "iine Age? Spain 
essential. Vital for compet- "A ein Age8 Canada 
ing with polished and 
ccomplished peers. 


Give Your Child That Critical Early Advantage! 


And now, for the first time ever in the USA, your child can learn French, Spanish, Ital- 
ian or German using the most successful Language Course for Children ever created! 

Muzzy, a breakthrough VIDEO learning program, is produced by the BBC — the 
world's foremost teacher of languages. Specifically designed for children (pre-school 
through age 12), Muzzy enchants them with colorful animation, delightful songs, and 
charming, involving characters. 


Proven Results With Thousands of Kids Like Yours! 


Through Jisten-and-learn and see-and-learn, your child will begin speaking a foreign 
language from the very first day! Just like the children of the hundreds and hundreds of 
proud and grateful parents who have written us. Kids at every age level. Kids who now 
have a vital head start on tomorrow! 

Everything needed for a child to master beginning French, Spanish, Italian or 
German is included. Four video cassettes. Two audio cassettes. An activity book. An 
excellent parent's guide plus answer book. All in attractive, durable storage cases. 


No Risk Guarantee! 


Here is perhaps the greatest gift you will ever give your child. ..a second language. And 
at an astonishingly affordable price of just $145*, payable in four equal installments. 
There's no risk! If you and your child are not absolutely delighted, you may return the 
course within 30 days for a full refund. Your child deserves every advantage! Order 
today from Early Advantage, 47 Richards Avenue, Norwalk, Conn. 06857. 


Call Toll-Free: 1-800-367-4534 


Sample ages for beginning a second language** 
Japan -++---Age8 France 


Pre-School 
Pre-School 
Pre-School 





** Ages represent top schools and programs; compulsory language education 
usually begins several years later 


tPlus $4.75 shipping/handling per course. 


She's Only Seven Years Old*... a 


“I couldn't believe it! — 
My daughter is already — 
speaking French!”  - 











Now available in 
French, Spanish, 
Italian or German. 






By exclusive arrangement with the British Broadcasting 
Corp. A program proven with thousands of European 
youngsters. And the whole family can learn the language, 


* Proven results for pre-school through age 12 © 198 
p------------------------------------- -- 
The BBC Language Course for Childre 
Early Advantage Satisfas 
47 Richards Avenue Guaran 


Norwalk, Conn. 06857 
For Fastest Service — Call Toll-Free: 1-800-367-45; 


Yes! Please send me The BBC Language Course(s) for Child 
I have indicated. I understand only VHS format is available, 


(Please check appropriate items. ) 
Language 
FRENCH 


SPANISH CIITALIAN. OGERM) 


Name — 





PLEASE PRINT CLEARLY 


Address 





City/State/Zip 





Signature 





AJ orders utyect *o acceptance 

Charge each of four monthly $37.44* installments to m 

credit card 

C] VISA O MasterCard O Diners Club C American Expr 
Exp 

Credit Card N — Date 

(31 prefer not to use my credit card and will pay by chet 

Enclosed is my deposit of $50* for each course. I will 

pay the balance of $99,75* as billed in three monthly 

installments 


*Includes one-time shipping/handling charge of $4.75. CT residents add 8% 
TN residents add 7,5 sales tax. Allow 2 to 4 weeks for shipment (4 to 6 we 
for German) 
















sbourgophiles now hint that, as long as 
hey y are guaranteed ten sessions a year, they 
vill not oppose extra meetings in Brussels. 
While the deputies wait for their new 
hamb T, the parliament’ s secretary-general, 
ico Vinci, is canvassing a scheme to 
a 5 e the workload in the meantime. He sug- 
sts that routine and technical business 
ould be delegated to a committee of the 

iole house. This could meet in Brussels, 
ith ha as many members as the full assem- 
The advantage of this plan is that it 
uld avoid any legal objections to holding 
le en: y sessions in Brussels. 
~ Mr Vinci and his officials are in a hurry 
improve the parliament's reputation. At 
he coming EE conference 

economic monetary union, which 
held in 1990 or 1991, the parliament 
agitating for still more powers. It is 
s to get them if it is still devoting so 
uch effort to comic commuting. 
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Franco's ghost 


'ROM OUR MADRID CORRESPONDENT 


[T IS a compliment of a kind to the old 
L dictator that, 14 years after the death of 
General Franco, the two biggest opposition 
arties are led by one of his former minis- 
ers, Mr Manuel Fraga of the People's party, 
e last head of his National Movement, 
Adolfo Suarez of the Democratic and 
Social Centre. Spaniards rarely refer to the 
act. To do so would be to rattle the founda- 
tions of their democracy. Spain ceased to be 
atorship because of an unstated deal. 
ert the threat of a revolution, che more 
le servants of the old order offered to 
a new order on condition they were 
a to play in it. 
uarez's role in adapting the institu- 
of a dictatorship to democratic ends 
he was prime minister from 1976 to 
1981 has virtually erased his Francoist past 
fro n ie alnas e memory. Mr Fraga performed 
ost equally valuable task of reassur- 
ng Spain’s right that it had nothing to fear 
from democracy under his leadership. But 
his authoritarian manner acts as a persistent 
reminder of his Francoist past. 

The run-up to the general election on 
October 29th is showing that, for as long as 
th ese two men remain in charge of the oppo- 

sition, Spanish democracy will remain one- 
sided. The economic growth since Spain en- 
tered the European Community three years 
go might be enough to return any govern- 
ment to office. But, anywhere else in Eu- 
rope, the ruling Socialist party would surely 
have a bigger fight on its hands. 
_ Seven years after it came to power, the 
bureaucracy, the courts and Spain’s health 
and social services are as chaotic as ever. 


62 





















th 





OCALLS for help, no mood of cri- 
sis, remarked Mr Alan Greenspan 
reassuringly. Then what on earth was the 
chairman of America’s Federal Reserve 
Board doing in Moscow this week, talk- 
ing to President Gorbachev’s leading 
economic adviser, Mr Leonid Abalkin, 
. the finance minister, the chairman of the 
state bank and half a dozen other top 
economic official! Mr 
Greenspan is not the first 
chairman of the Fed to go 
to Russia, but, despite his 
diplomatic protestations, 
his visit was plainly differ- 
ent from those of Mr Ar- 
thur Burns and Mr William 
Miller in the 1970s: this was 
an errand of assistance. 

Mr Greenspan’s help 
could be no more than ad- 
vice. He was not there, he 
said, to discuss possible So- 
viet applications for membership of bod- 
ies like the mF, the World Bank or the 
GATT. He was not even there, as his un- 
orthodox colleague, Mr Wayne Angell, 
was last month, to persuade the Russians 
to go on to the gold standard. But he did 
talk about the banking and financial sys- 
tems of market economies, and about 
some of the troubles that beset the So- 
viet economy. The external convertibil- 
ity of the rouble? Not that, he said, so 
much as the need for its “internal” 
convertibility; at present roubles cannot 





Welfare provision is among the worst in Eu- 
rope, yet the Socialists have been responsi- 
ble for measures that have widened the gap 
with other EC states. The government has 
fallen out with the unions and is under re- 
lentless attack from the press over a succes- 
sion of petty corruption scandals 

The pollsters, however, are giving the 
Socialists a lead of almost 20% over the Peo- 
ple’s party and nearly 35% over the centrists 
(enough, just, to leave them with an outright 
majority). Both the main opposition parties 
are in different ways handicapped by their 
Francoist heritage. Mr Suarez is seemingly 
unable to grasp that the democratic game 
cannot be played successfully on the hus- 
tings alone. His public utterances between 
elections are so rare that one cartoonist has 
taken to depicting him as a snail in its shell. 

Mr Fraga’s problem is that he drives 
away many conservative but democratic 
Spaniards who cannot bring themselves to 
vote for someone who once formed part of 
the repressive Franco governments of the 
1960s. This is what Spaniards are alluding 
to when they talk ofa "ceiling" to his party's 


| Invisible hand on the Hang S rope 








Greenspun remedies 












be turned into goods and services even in 
the Soviet Union itself. 

Some conservative Americans are un- 
happy that officials such as Mr Green- 
span should be aiding and abetting the 
heirs of the evil empire; after all, Lenin 
himself said that it would be capitalists 
who made the rope with which commu- 
nists would eventually hang them. But 
Mr Greenspan was not sell- 
ing rope. He was airing 
views already shared by his 
hosts, notably Mr Abalkin 
and Mr Abel Aganbegyan, 
whose aim is to promote 
the aims of perestroika by 
any means possible. 

The need for this grows 
daily. Almost as Mr 
Oreenspan was speaking, 
the Soviet prime minister, 
Mr Nikolai Ryzhkov, was 
pleading with parliament 
not to impose a price freeze. Wages, he 
announced, increased at an annual 
rate of 15.796 during the third quarter of 
this year while industrial output had 
gone up just 196; a price freeze, he ar- 
gued, would frustrate efforts to increase 
production outside the system of central 
planning. Mr Ryzhkov was trying to ex- 
plain that a freeze on prices cannot help 
people who have money but nothing to 
spend it on. All a matter of internal 
convertibility, as Mr Greenspan might 
have put it. 
























vote. The Socialists’ rightward drift may 
have eroded the platform on which the Peo- 
ple's party stands. But while it remair~ 
tainted by Francoism, the Socialists has 
the opportunity to represent those on the 
right who refuse to support it. 

Mr Fraga has tried to dodge the prob- 
lem by having the People's party led at elec- 
tion time by a succession of lacklustre young 
stooges of whom the latest is Mr Jose Maria 
Aznar. This, it would seem, impresses no- 
body. The latest polls are suggesting that the 
conservatives, like the centrists, will actually 
lose seats on October 29th. The only protest 
votes siphoned from the Socialists seem to 
be going to the communist-based United 

ft. It could more than double its tally of 
seats to 17 in the 350-member parliament. 

In today's Spain, therefore, the legacy of 
Western Europe's last despot is most ironi- 
cally obvious in an emasculation of the right 
and a revival in the fortunes of Marxism at a 
time when it is being repudiated even in 
parts of Eastern Europe. Not such a compli- 
ment to the old dictator, after all. 











Autumn blues 


The economy had its worst 
week for years. A rise in inter- 
est rates to their highest level 
since December 1981 did not 
save sterling from its biggest 
one-day fall in three years, to 
its lowest level since 1987. On 
Tuesday Nigel Lawson was 
dubbed “This bankrupt chan- 
cellor" by the Daily Mail; on 
Thursday he was roundly 

' cheered by his party. 


The Tories met in Blackpool 
and put a brave face on their 
flagging fortunes. Kenneth 
Baker, its new chairman, don- 
ned the mantle of Henry V: 
“He which hath no stomach 
to this fight, let him depart.” 
His two main rivals to replace 
Mrs Thatcher, Sir Geoffrey 
Howe and Michael Heseltine, 
were also in Shakespearean 
guise, playing Mark Anthony 
and Brutus respectively. 





Ministers used the conference 
to announce new policies. 
Local-government minister 
David Hunt changed the rules 
for the poll tax, using £1.3 
billion of Treasury cash 
mainly to relieve prudent 
councils from providing for 
high spenders. Employment 
secretary Norman Fowler 
plans laws against wildcat 
strikes. Environment secre- 

` sy tary Chris Patten promised a 
white paper on green policies. 


By the 2030s for every ten 
people too young or too old to 
work there will be just 13 
working-age adults, down 
from 16 today. 








i 





- war and by a jack-knifed lorry. 





FOR 


The Labour party ended its 
conference and a century of 
trade-union domination by 
voting to replace the block 
vote. Moderate trade-union 
leaders aiming to reduce their 
own power mustered 5.4m 
votes to 500,000, against radi- 
cal constituency delegates try- 
ing to perpetuate their own 
impotence. 


Going places? 


The Channel tunnel will 
have 4% fewer passengers 
than expected in 1993, but 
6% more in 2003, Eurotunnel 
forecast. Private backers for a 
fast railway to London refused 
to proceed without subsidy. A 
building consortium led by 
Bechtel wants a private line on 
a new route, but its plans are 
still half-baked. Eurotunnel 
shares fell again. 


Bad to worse for London car 
drivers. The eastern half of 
the M25 was brought to a 
standstill by an unexploded 
bomb from the second world 


Buses will soon be able to 
change traffic lights in their fa- 
vour by remote control. A sur- 
vey reckoned 54% of central 
London trips are now on foot. 


One-third of the London 
Business School’s new MBA 
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graduates have been hired by 
consultancies. Just under a 
quarter went to financial insti- 
tutions, the rest into manufac- 
turing or other services. Busi- 
ness skills are still kept well 
away from production lines: 
only 5% of the MBAs will be 
involved in operations or pro- 
duction management. 


Moral questions 





Computer hackers should 
face prison sentences of up to 
five years, proposed the Law 
Commission. If they break 
into a system just for the fun 
of it, the maximum would be 
three months, and if by mis- 
take there would be no 
penalty. 


The Royal Statistical Society 
decided to examine claims 
that the government is persis- 
tently doctoring official sta- 
tistics. The social-security de- 
partment brought in new 
regulations which will remove 











up to 50,000 people from 
unemployment register. 


































The government unveiled | 
big carrot for public-utilit 
buyers. Customers buying 
shares in their local water 
and sewage businesses will be 
offered £20 off a £250 invest- 
ment: at 8%, that is the mos 
generous discount in any pri 
vatisation to date. : 


The Ministry of Agriculture: 
was brought to its knees by 1 
nuns and their 5,000 hens. 
Men from the ministry came _ 
to execute the birds suspected 
of salmonella infection; the 
nuns denied the charge and 
barricaded themselves inside 
the henhouse. Their lawyers 
won a judicial review. Egg-pro- 
ducers everywhere cheered 


loudly. 





Journalists at the Daily Tele- 
graph went on strike for 36. 
hours against new working 
practices and 33 redundan- | 
cies. The paper, which has 
been made profitable by shed- 
ding a rather greater number 
of printers (2,000) and mo 
to Docklands, appeared al- 
most as normal, written by- 
non-union journalists and edi 
torial executives. 


One of the 3,000 Kurds seek- 
ing asylum in Britain died af- 
ter setting fire to himself at a 
detention centre near 

Heathrow. The next day, 25. 
Kurds were released from de- 
tention. No connection, said 


the Home Office. 5 : 


i A jj 


Transatlantic smugglers were 
said to be keen on Concorde. 
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All of these securities having been sold, this announcement appears as a matter of record only. ^ 
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BRITAIN 





THEY may have been on the beach in 
A Blackpool, but the Tories felt more like 


^... someone sitting in a cinema with a burglar 
alarm ringing in the street outside. Dele- 


gates to the annual party conference did 
their best to enjoy what they were watching. 

Speakers came and went in the same old 

way, with only rare bursts of indignation; 
-. ninisters received their due ovations. But it 
.... Vas no use pretending. That terrible ringing 

outside kept intruding on the cosiness of the 
Winter Gardens ballroom. 

On Thursday just after midday, the po- 
liceman at last arrived at the front of the 
hall, in the ample shape of Mr Nigel Lawson, 
the chancellor of the exchequer, to explain 
the source of the problem. In fact, most dele- 
gates already knew as much as they needed 
to. The ringing was coming from the City of 
London: the pound was in deep trouble, 
and confusion over the government's anti- 
inflation strategy was the cause of it. The 
delegates wanted more from Mr Lawson 
than a sober account of the incident, as re- 
corded in his notebook. They wanted to 
know what he was going to do about it. 

They had waited for his word since the 
first houts of Tuesday morning, when the 
conference began. News that the chancellor 
had sensibly high-tailed it to his country 


house in Leicestershire until Thursday only 


heightened their anxiety. 
Not that they had noth- 
ing else to do. Mr Michael 
Heseltine packed them into 
Blackpool's Grand Theatre 
"Uu X for a glimpse of The-King- 
AC : ) Over-The-Water. His 
‘ai speech there added to the 
drama over the economy. 
Sir Geoffrey Howe added 
no drama at all with his lengthy remarks. 
But Mr Kenneth Baker, the new party chair- 
man, contributed a welcome dash of rheto- 
ric, and a frisky performance came from Mr 
Kenneth Clarke, the health minister. He fi- 
nally.got around to pushing his health ser- 
vice reforms by giving his audience a better 
idea of what's broke and needs fixing. Other 
ministers did their bit by unveiling the usual 
quota of new policy details—notably on fur- 
ther anti-strike legislation (see box on next 
page) and on the poll tax. The delegates 
were hugely relieved to hear that the Trea- 
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Hard pounding at Blackpool 


sury had at last been persuaded to soften the 
blow of the tax. 

By Wednesday, the impressive stage- 
management of the proceedings was begin- 
ning to induce a sense of near normality. 
The word from the currency markets, for 
those brave enough to ask, was that the 
pound had stopped falling against the D- 
mark. Could it be that the awful choice of 
still higher base rates or a devaluation could 
be avoided after all? After some wrenching 
days—a time of "visceral 
fear”, said one minister pri- 
vately—the wail of the 
alarm was much less dis- 
turbing by Wednesday 
night. 

But it still needed to be 
explained by pc Lawson 
next day. It was an occasion 
the Tories in the hall ex- 
pected to remember for 
years, and they gathered 
early for it. They had to sit 
through a debate on the countryside, which 
included a ministerial speech shamelessly 
loaded with references to England’s green 
and pleasant land. Then came defence, and 
a special guest appearance on the platform 
by Mr Caspar Weinberger who, as Ameri- 
ca’s defence secretary, had been one of Brit- 
ain’s greatest allies during the Falklands 
war. 
All good fun, but neither greenery nor 
defence would do much to save the Tories if 
the economy turned really nasty. Would it? 
Since unemployment went down in 1986, 
Conservatives have grown accustomed to 
the idea that Mrs Thatcher and Mr Lawson 
would together bring uninterrupted success. 
The recent interruptions have been all too 
frequent; and it was possible that the confer- 
ence would boil over in recriminations of 
the kind last seen under Macmillan. 

The nerves about that 
were soon put to rest. The 
first speaker in the debate 
on the economy launched, 
in sturdy northern tones, 
into an attack on inflation 
and praise of the chancel- 
lor’s determination to beat 
it. As he left the rostrum, 
the chancellor and prime 






























minister turned to each other and sim 
neously mouthed the same word: “G 
Mr Lawson could relax. : 
He made a blatantly political spee 
and made it well. There was no alternat 
to high interest rates, he intoned, no e 
relief for mortgage holders, no easy way « 
through devaluation. Mr Lawson talked 
frankness, candour and plain speaking me 
times than most used car salesmen w 
dare. But the arraignment of inflatio 
public enemy number one was mad 
gusto and the audience, stony at firs 
friendlier by the minute. ; 
—. Having won his audi- 
ence over, the chancellor 
wowed them with the stan- 
dard feature of this year’s ' 
conference: a sharp attack 
on Mr Kinnock and his 
"ragged army of old-fash- 
ioned socialism". Like his 
colleagues earlier in the Heseltine 
week, Mr Lawson went for | 
the Labour leader with a venom that thi 
ries have neither shown nor needed : 
years. i 
The markets might have preferred 
hear something about the European 1 
tary system; Mr Lawson conspicuou 
















. Before his speech was over, one of 
ading building societies had an- 
ed a hike in its mortgage rate, and the 
s money-men were muttering that he 
id have to have something more sub- 
ial to say in his annual Mansion House 






‘speech on October 19th. But they were not 


his audience this week. The Tories iñ Black- 
pool gave him the necessary ovation, some 
cheers even. Only as they filed out for lunch 
did a few look as though they still could hear 
that ringing in the distance. 





e economy 


HE chancellor of the exchequer, Mr 
Nigel Lawson, has had a bruising week. 
ave the nation's finance directors. In- 
est rates are now at their highest level 
ice December 1981. They were probably 
dy high enough before the latest rise to 
ck the growth in domestic demand and 
tually reduce the trade deficit; the extra 
was needed purely to defend the pound. 
Lawson believes that only by holding 
ing firm can he keep industry's back- 
stiff against inflationary wage claims. 

But will the latest rise in interest rates 
he economy into recession? Domestic 
mand is slackening. Retail sales rose by 
y 1% in the 12 months to August, and 
i car sales, which had been holding up, 
iharply in September to 10% below their 
|a year ago. But growth in output need 
“also slow if, as domestic demand 
ackens, firms use that spare capacity to 
exports. As yet there seems little evi- 
of this. Total industrial production 
5% in the year to July. Manufacturing 
put remains stronger, but even this has 
ed from a rise of over 7% last year to an 
ual rate of only 3% in the first seven 
nths of this year; exports remain 


pointing. 


Equally worrying, though, is the fact 
at companies are now more vulnerable to 
interest rates than at any time in the 


decade. Last year industrial and com- 


runch-time for companies 


mercial companies moved 
into financial deficit (ie, 
their spending on fixed in- 
vestment and stockbuilding Lawson 
exceeded their retained 

profits) for the first time since 1979. And in 
the first half of this year the deficit widened 
sharply to £9 billion—more than for the 
whole of last year. Although profits have 
boomed, capital investment (and merger ac- 
tivity) have risen even faster. The gap has 
been mainly filled by bank borrowing. As a 
result net company liquidity has fallen 
sharply, to its lowest level since 1974. 

The financial deficit this year will proba- 
bly be bigger than in 1974 or 1979 as a per- 
centage of GDP, and both of those deficits 
heralded economic recessions. Each time, as 
companies faced a liquidity squeeze, they 
slashed investment and stocks to drag them- 
selves quickly back into surplus. If firms try 
to restore their liquidity as quickly as in the 
past, a recession is inevitable. 

Although stockbuilding makes only a 
small contribution to GDP, changes in it can 
turn a slowdown in demand into a recession. 
For example, the turnaround in stock- 
building between 1979 and 1980 accounted 
for more than the whole of the drop in GDP: 
weaker demand caused an involuntary 
build-up of stocks, forcing firms to cut out- 
put in order to trim stocks to normal levels. 

It is therefore worrying that stocks rose 
by a record £7.2 billion (in 1985 prices) in 
the year to June 1989. This means the ratio 
of stocks to output has also risen, after fall- 
ing steadily for several years. With industry 
now facing record real interest rates of more 
than 10%, excessive stocks are costly to fi- 
nance. Mr Gavyn Davies of Goldman 
Sachs, an investment bank, estimates that if 
firms wanted to restore the ratio of stocks to 
output to its long-term downward trend 
within two years, stocks would need to be 
cut by £8 billion. Such a turnaround would 
itself reduce GDP by a scary 4%. 

The direct impact of high short-term in- 
terest rates on fixed capital investment is un- 
likely to be so dramatic. But capital spend- 
ing will be affected by the recent slump in 
business confidence, as reported by various 
surveys, and the growing liquidity squeeze 
which could force some debt-laden compa- 
nies to delay spending. 

There is, however, a big difference be- 






































































Crawling curbs 


UST about the only announce- 

ment to raise a full-throated cheer 

at the conference all week was a 
pledge by the employment secretary, 
Mr Norman Fowler, to curb that 
| "weapon of the militant and tool of 
the wrecker”, the wild-cat strike. 
i His plans are laid out in more de- 
| tail in a green paper, “Unofficial Ac- 
tion and the Law”, published on Oc- 
tober llth. The paper proposes 
extensive legal changes to make unof- 
| ficial strikes more difficult. Trade 
unions will be compelled, on penalty 
| of losing their legal immunities, to 
take a stand on wild-cat strikes: either 
| to repudiate them altogether or to 
| make them official and subject to a 
ballot. Employers will find it easier to 
dismiss workers.engaged in unofficial 
industrial action. 
| The cheers: at» Blackpool | are 
readily explained: Wild-cat action still 
accounts for the majority of all British 
strikes: unofficial action led to the 
loss of over ^ m working-days in 1987 
and almost 142m in 1988. And Mr 
Fowler’s proposals, which should 
form the basis of a new employment 
bill before the end of the year, will 
also take swipes at two other bugbears 
of the stockbrocker belt: all second- 
ary action will be outlawed and the 
pre-entry closed shop (all jobs go to 
union members) abolished. 

One subject is notable for its ab- . 
sence from Mr Fowler’s strike-busting 
agenda: essential services. Getting rid 
| of strikes in essential services has long 
| been an obsession in government cir- 
| cles, with zealots supporting an out- 
| right ban and moderates advocating 
an enforced “cooling off’ period. Mr 
| Fowler gave no comfort to supporters 
| ofeither option. 


i. — 














| 
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tween now and when companies ran a finan- 
cial deficit in 1974 and 1979. As Barclays 
bank argues in its latest-economic review, 
nobody is expecting a sharp drop in profits 
along the lines of 1974 or 1980. Interest pay- 
ments have risen from 18% of gross trading 
profits in 1988 to 30% in the second quarter 
of this year. But there is still reason to be- 
lieve that corporate profitability offers some 
cushion against this, precluding the need for 
savage spending cuts. 

Perhaps, The snag is that if all the 
gloomy talk about the impact of high inter- 
est rates has already convinced companies 
that a recession is nigh, then their likely re- 
sponse will almost certainly guarantee one. 
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The world’s most prestigious 


diary costs remarkably little. No- 


one could call it ‘conspicuous 
consumption? 

Its compact elegance is as slim 
as the price. It doesn’t give away 
its presence by affecting the line 
of your suit. 

But when you need to consult 
its information-packed pages 
or your busy schedule, it is 
remarkably eloquent about the 
standards you set for yourself in 
each personal item you carry. 
leather. Silk 


Fine supple 


page-marker. Each week set out 
at a glance. For a sense of 
how smoothly it would fit into 
your pocket, try out the actual 
size card on this page. 

The Mini Diary is small 
enough to be kept in the breast 
pocket of your shirt. 

The Economist Wallet Diary 
is a superb kid leather wallet, 
which also incorporates a 1990 
diary, a 32-page address section, 
a loose card note pad, and 
20 pages of information includ- 


ing calendars, world holidays, a 


time zone map, international 


dialling codes, distances by 
air, populations, world hotels, 
and — for your leisure — a vintage _ 
wine chart. 

You may order your choice 
of diaries by using this card and 
your credit card number (Amex, — 
Access/ Mastercard or Visa) or $ 
enclosing a cheque. 

Order with this card more 
than one diary before November 
3, 1989 and we'll include free 


goldblocking of your initials on 


one diary at no extra cost. 
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Boeing jetliners will carry the 
equivalent of 12% of the world’s 
population this year. 

That's more people than live in 
Tokyo. New York. London. Beijing. 





Mexico City. Paris. Bangkok. Rio. 
Sydney. Cairo. And nearly a hun- 
dred other major cities. 

The actual number of passen- 
gers will be about 675 million. 


That sounds, of course, like an 
unbelievably large number. 

But when you consider that 
Boeing airplanes take off or land 
about a million times a month, an 








unbelievably large number becomes 
largely believable. 
Boeing. We don’t just deliver a 


lot of airplanes. We deliver a lot of MBO EINE 


people. 









He’s as famous as his ears, 
and his ears 
are as big as his projects. 
When your projects are as. 
big as your ears, 
we at BNP lend ours. 















i Euro Disneyland needed the world’s most prestigious banks 
i n to finance the first phase of its theme park and resort. To 
arrange and lead manage the $ 1 billion multi-currency 
loan with a consortium of 37 banks, BNP came forward 
with the solutions best adapted to this chal- £ 


lenging task. BNP is a leader in project finane- : 





ing, at home in Europe, at home in the world. 


Banque Nationale de Paris. World banking is our business. 
| g 


BNP. The official bank 
of the Magic Kingdom at 
Euro Disnevland. 











‘Water industry - 


Storming the barricade 


Water is being presi in Britain in the face of widespread hostility from 


consumers. In 


rance the demand for privately supplied water has come 


from consumers themselves and has grown steadily for 50 years. Could 
France's water companies be the shape of things to come in Britain? 


THEIR walls bear large maps of Britain, 

with the water authorities’ boundaries 

staked out with coloured pins; their book- 

shelves creak beneath London street atlases 

and back-copies of Water Bulletin; their 

corridors buzz with executives talking about 

the latest news on the privatisation. These 

are not the offices of City brokers or English 

water authorities. They are the headquarters 

of the "big three "— the three largest private 

water companies across the channel: 

Générale des Eaux, Lyonnaise des Eaux and 

^. Société d'Aménagement Urbain et Rural 
1... BAUR). 

Their intense interest in the develop- 
Thent of a private-sector water industry in 
Britain is well founded. Their domestic wa- 
ter businesses have had a hugely successful 
ten years. In 1987 Générale notched up net 
profits of FFr1.05 billion (£104m), Lyon- 
naise made FFr439m, and sAUR, the baby of 
the trio, FFri57m. Healthy profits have 
been delivered by rising consumer demand: 
since 1980 the proportion of the population 
opting for privately supplied water has in- 
creased from 60% to over 70% (see chart on 
next page). 

But the scope for further growth in 
France is limited. So the big three are busily 
scouting for new business—and new water 
markets. Britain's existing private water 
companies and soon-to-be-privatised water 
authorities offer rich pickings. Never mind 
the British industry's critics in 
Brussels or the political oppo- 

ients of Mrs Thatcher’s pri- 
-..watisation. The French compa- 
nies.can see an industry that 
has failed its customers in re- 
cent years and is ripe for 
rebuilding. 

The big three are already 
moving into Britain. Lyonnaise 
has offices in Queen Anne’s 
Gate, just around the corner 
from the Water Companies 
Association; Générale des 

Eaux, anglicising its name to 
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General Utilities, has a base in Wimbledon. 
They own a handful of statutory water au- 
thorities, and are actively planning heavy in- 
vestment in the privatised companies. But 
the French managers know that the British 
private water industry will have to operate 
in strikingly different circumstances from 
their own. 

The key to the French system is the 
separation of ownership from management. 
Broadly speaking, the water assets are pub- 
licly owned: the private companies are no 
more than contractors, managing the assets 
and bearing the risks. Generally the compa- 
nies work to contracts negotiated individ- 
ually with France's 36,000 mayors: the con- 
tracts are of varying lengths, depending 
upon the amount of money that the compa- 
nies sink into the infrastructure: the more 
they invest, the longer they get. “We fix a 
local k-factor all the time’’, argues Mr Jean- 
Luc Guyot, SAUR's international operations 
manager (k is the name given in Britain 
to the ratio of permitted water price rises 
to inflation). Mr Guy de Panafieu, ex- 
ecutive vice-president of Lyon- 
naise, explains the system 


rather differently: "we negotiate con 





with the mayors, the mayors bill the cust: 
ers". If the customers are unhappy 
their water, they can vote the mayors 
office. pir 
The contract system) gives F 
municipalities considerable: leverage 
the water companies. As a matter of 
renegotiations are used to bargain. 
ity and hold down prices. A discon 
municipality can shift to another co 
tor; and the threat of such a shift guar 
more favourable terms. This does away 
the need for the cumbersome regulatio 
factors and the like—which is now E 
put into place in Britain. Mr Jean-C 
Banon, Générale's advance man in B 
pinpoints the advantages of the Frenc 
tem: "Competition is the best form of 
lation.” 
The outcome, anyway, is conspicuo 
different in the two countries. The Fre 
have preserved a public sector (30%: 
is still publicly managed): the Brit 
soon abolish theirs entirely. In France 
plant usually remains in public hands 
Britain it will be owned privately, 
French companies compete for cont 
the British companies will be local rao: 
lies. In France regulation is done by ke 
have-a-go competition: in Britain, be 
the water companies will be local mo 
lies, their relationship with r 
tors will be critical. 
How will France’s 
three cope with this 
familiar — em 


















































































































it—~and how far will their own attitudes 
strategies rub off on the British industry 
whole? 

Générale and saur like to think of 
mselves as conglomerates of local busi- 
ses rather than as multinationals. Lyon- 
ise, on the other hand, regards itself as a 
d company. Echoing the philosophy of 
boss, Mr Jéróme Monod, Mr Alain 
ty, Lyonnaise’ s director responsible for 
ain, is eloquent on the subject of 
isation: by rotating managers and sci- 
s and by drawing on the expertise of 
us subsidiaries, he says, Lyonnaise will 
le to create a global network of mutu- 
upportive companies. 

uch differences are reflected in the 
nies’ acquisition strategies. Générale 
en small- to medium-sized holdings 
yeral British water companies; it wants 
cure partnerships, argues Mr Banon, 
et than acquisitions. SAUR has formed a 
| company with a British construction 
pany, Trafalgar House. More aggressive 
instinct, Lyonnaise has opted for out- 


right Sono ds two of the larger companies, 


bidding £47.6m for the Essex Water Com- 
pany and £21.6m for the East Anglian Wa- 
ter Company. 

The French companies undoubtedly 
have much to teach the British, in terms 
both of technology and management. They 
are keen to sell their expertise in the applica- 
tion of meters to household consumption— 
an area hardly touched yet in Britain. The 
geographical spread of their operations is 
one measure of their class. They have sub- 
sidiaries in Africa, North America, East 
Asia and much of Europe. Lyonnaise owns 
20% of Aguas de Barcelona (Spain), has in- 
terests in Lusagua (Portugal) and General 
Waterworks (USA), and treats water in Ma- 
cao, China and Siberia. A recent joint ven- 
ture with a Japanese firm has given it a foot- 
hold in one of the most protected markets in 
the world. 

The diversification of their activities, 
though, is the phenomenon that might stir 
most interest in Britain. Cor- 
porate amphibia, the big three 
are equally at home with water, 
land or air. They run hotels 
and golf courses; clean streets 
and install telephones; manage 
energy and industrial waste; 
build houses and run old peo- 
ple’s homes; dispose of rubbish 
and run television and radio 
stations. Lyonnaise owns Club 
Mediterranée, an upmarket lei- 
sure group, and buries 45% of France’s dead 
each year. 

Not surprisingly, one attraction of Brit- 
ain’s water privatisation for the French com- 
panies is that it looks a good way into the 
whole area of privatised municipal services. 
The recent British decision to put local rub- 





bish collection out to competitiv endering 
was loudly applauded in France. Lyonnaise. 
has won three big local-authority contracts 
in as many months, and now cleans up after 
100,000 Britons. It also hopes to buy into 
the expanding British market for sheltered 
homes for the dependent elderly—Mr Fabry 
listened with rapt attention to the recent 
news that Wirrall council on Merseyside in- 
tends to privatise its nursing homes---and to 
expand its funeral business across the Eng- 
lish Channel. 

There are signs already that, with the 
Treasury's grip removed, some at least of 
Britain’s newly privatised watér companies 
will begin to resemble their French rivals. 
Northumbrian Water has announced plans 
to apply for a cable Tv franchise on 
Tyneside, forming a joint venture. with 
Starstream, a small American. cable com- 
pany. Even in the absence of French-style 
competition, a combination of stockmarket 
pressures and demanding k-factors ought to^ ^ 
be catalysts for a more sophisti- 
cated managerial culture. 

The:sheer size of some of 
the British companies could 
then allow them to become for- 
midable international competi- 
tors. Thames Water, for exam- 
ple, will soon be the second- 
largest water company in the 
world, half the size of Générale 
but bigger then Lyonnaise and 
huge compared with SAUR. Af- 
ter privatisation, three of the seven largest 
private water companies in the world will be 
British. Is it too much to hope that in the 
next few years they might aspire to being 
among the world's best as well as the 
biggest? 































The taxman goeth 


Overtaxed and underpaid? Do you know 
‘how valuable you are? Do you work too hard 
to get too litrle in return? Do you want to join 
an organisation where your contribution will 
count? 

DVERTISERS in the Inland Revenue 
Staff Federation’s monthly newspa- 
r make no bones about it. Taxmen get a 
raw deal compared with their counter- 
parts in private tax consultancies, for 
whom their experience could come in 
mighty handy. 

Ten of the newspaper’s 20 pages are 
regularly given over to advertisements 
from private firms, dangling wallet-warm- 
ing salaries of up to £40,000 in front of 
tax inspectors scraping along on a miser- 
able £17,000 a year. Not surprisingly, 
11% of full-time inspectors resigned in 
1988-89, compared with 2% in 1982-83. 








Taxmen have always been paid slightly 
better than other civil servants, but not 
enough to see off private-sector headhunt- 
ers, who find this Whitehall breed a par- 
ticularly desirable catch. Former tax in- 
spectors are increasingly involved in tax 
investigations on behalf of the defen- 
dant— battling in many cases against erst- 
while colleagues. Last year a West. Mid- 
lands regional controller in charge of 
5.000 staff left the Inland Revenue for 
Price Waterhouse, to establish an investi- 
gation unit, and promptly set about re- 
cruiting more taxmen to staff it. 

Things have been getting worse, claims 
the Inland Revenue Staff Federation 
(irs), partly because professional stan- 
dards are slipping. The number of self-em- 

ployed people has grown by 1.2m since 
1979. the number of taxmen has dropped 


- creants trying to avoid paying tax: today's 


ESO 


from 85,000 to 66,000. That tempts even 
the most respectable accountancy firms to 
put in exemption claims for items that are | 
not allowable—knowing they are unlikely | 
to be checked. To help with such fiddles, | 
nothing beats a former taxman. | 
The Inland Revenue's solution, says 
the isRF, should be more pay and a better 
career structure with more training. On 
pay, the union has just won an annual in- 
crease worth on average 10% and for 
some staff 1696. Better training, though, | 
might be tricky: it might aggravate staff 
shortages rather than reduce them. Tax 
experts are already tempted to see their 
public-sector days as a low-paid but high- 
yielding apprenticeship. The main benefi- 
ciaries of an improved Inland Revenue `| 
training programme could be those mis- 





better-trained gamekeepers. would soon 
be tomorrow’s better-trained, and much 
better-paid, epee 
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A swoop from the trees 


AR conference set against the 
backdrop of a sterling crisis is bound 
to be interesting. A party celebrating its 
15th conference under the same leader is 
bound to ponder its future. Yet this year's 
Conservative party conference needed 
one more ingredient to turn it into the 
most fascinating political gathering for 
years. It needed human interest; flesh, a 
bit of blood, some raciness. 

All this Michael Heseltine arrived in 
Blackpool well equipped to provide. His 
appearance this week was a milestone in 
his (so far) consummately executed cam- 
paign for the leadership. After he walked 
out of the cabinet in 1986, Mr Heseltine 
found himself, as he now confesses, trying 
to fly without charts. There were one or 
two things that he always knew about his 
policies—that he was a Tory rather than a 
narrow Conservative, for example—but 
there was much about his political philos- 
ophy which was a mystery to him as much 
as to anyone else. So he set about using his 
time on the backbenches (and his sub- 
stantial fortune) to find out what it was 
that he really believed in. And having 
found it, he has now broadcast it: in 
books, pamphlets and countless lectures. 

At lunchtime on the first day of the 
conference, Mr Heseltine set out his stall, 
at a meeting of the Tory Reform Group. lt 
was not, in truth, a well-delivered speech. 
It was shouted, in a hectoring tone with 
some silly mock-Churchillian cadences. 
Those with access to a text could see that 
words were being fluffed, phrases mud- 
dled. Yet it was a riveting exposition of 
the Heseltine creed. 

What does it hold? It nods cursorily in 
the direction of Margaret Thatcher. Mr 
Heseltine is unstinting, for example, in his 
praise of the way she took on the trade 
unions and modernised Britain's de- 
fences. He acknowledges that after the di- 
sasters of the 1970s, Britain needed some- 
one who could spell out the needed 
changes in words that the silent mass of 
the lower middle classes could under- 
stand. All this she did; he gives her credit 
for it. In one respect, indeed, he is more 
Thatcherite than the prime minister. He 
believes in workfare—the American prac- 
tice of insisting that those who get welfare 
benefits should work for them. The gov- 
ernment still remains nervous about this 
one. 

Mr Heseltine begins to part ways with 
Thatcherism at the point where, as he sees 
it, its hard-liners base their case on gim- 
crack economics. No passage of his Black- 
pool speech had such feeling as his 
trashing of the idea that trade deficits do 


THE ECONOMIST OCTOBER 14 1989 


is 
ihe, 


not matter, or that manufacturing is not 
central to the economy. 

The alternative, which he insists must 
be faced, is that deficits and manufactur- 
ing matter a lot: and they are badly out of 
sorts because the economy is in a mess. As 
a result, this is no time for the Conserva- 
tives to indulge in soft talk about consoli- 
dation. The early passages of his Black- 
pool speech rang with tough-sounding 
Thatcherite phrases about harsh realities 
and the like. 

It is when he comes to his policies for 
economic recovery that Mr Heseltine 
emerges most clearly in his anti- 
Thatcherite colours. He wants a state far 





Heseltine finds his philosophy 


more corporatist than Thatcherism will 
allow. His model is the managed capital- 
ism of West Germany or Japan, not the 
unbridled free-market theories he asso- 
ciates with America. He praises public-sec- 
tor bodies like the Scottish Development 
Agency and would like one for England; 
he would like more public money for edu- 
cation and training, greater powers to 
scrutinise monopolies and mergers. He 
thinks that Whitehall departments should 
renounce turfmanship and co-operate far 
more in the national good. 

If you think you've heard all this be- 
fore, you have. Much of Mr Heseltine's 
programme adds up to Ted Heath with 
sex appeal—not the easiest confection to 
get the mind around. In his faith that the 
industrial economy can be chivvied along 
by politicians and intelligent civil ser- 
vants, Mr Heseltine is pure Edward 
Heath, vintage 1972. 

are various others. Who is this, 


praising his civil servants, as the “best in 
the world”? Why, Chris Patten, the envi- Ó 
ronment secretary and hero of the youn- 
ger set. Who is this, excitingly claiming — 
that "manufacturing must be seen to mat- 
ter" and harping on about the Welsh. 
Development Agency? None other than — 
Sir Geoffrey Howe, the pin-up of the late - 
middle-aged. And what was Mr Heath's 
erstwhile ^ parliamentary secretary, 
Kenneth Baker, doing on Tuesday? r 
calling the party, as its new chairman, to 
prepare for the next election campaign. 
When four possible future Tory leaders 
produced echoes of Mr Heath, it is | 
strange that the old salt continued to sulk. ` 
He should instead have been celebrating — 


his lads' success. 


Picking and choosing ` 1 
All far fetched, no doubt. You will not | 
find Messrs Heseltine, Patten, Baker or - 
Howe singing the praises of Mr Heath by | 
name, and for good reason. They genu- | 
inely admire what Mrs Thatcher has 
done; they believe that only she could 
have privatised, only she cut taxes. But f 
they are selective in their admiration. || 
Above all, they do not admire her attitude 
to Europe. Sir Geoffrey's drearily coded 
speech to the Bow group on Wednesday 
finished with an uncoded celebration, if 
that is not too exciting a word, of the Eu- 
ropean Community and an attack on 
those who think that sovereignty js im- 
mutable and indivisible. 

And here lies the true significance of 
Blackpool. For the first time in years the 
fragility of Thatcherism—yea, even in the 
depths of the Tory party—became appar- 
ent. When she goes, there will be no can- 
didate with a chance of winning, not even 
Mr Norman Tebbit, who will be able to 
play the cards of right-wing populism. 
There will be nobody to appeal to the 
memory of Falklands jingoism; no mes- 
sages of barely-concealed racism; no calls 
for capital punishment. Those are lances. ||: 
that, when she goes, will lie unclaimed on 
the field. 

And who then will win the day? Mr 
Baker's rabble-rousing showed an open 
ambition for the top and a toughness to 
go with it; Sir Geoffrey is much loved; Mr _ 
Patten is one name for the future. But 
there was no doubt this week about the |) 
man who would carry off the party if it 
voted tomorrow. He is an operator, this 
man—he gives this MP a rare plant from 
his garden, wangles for that one a board- 
room sinecure. And he has charisma. 
Deep in its heart, the Tory party likes a bit 
of the old showman. Michael Heseltine, in 
vulgar old Blackpool, looked just the man 
to give the punters what they want. 
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Piling in 





Charles and Maurice Saatchi 
will step aside as joint chief ex- 
ecutives of Saatchi & Saatchi 
to be replaced by Robert 
„Louis-Dreyfus, ex-boss of IMs 

' International. Meanwhile, 
Silvio Berlusconi, an Italian 
media magnate, has bought a 
196 stake in the firm for $7.8m 
and Southeastern Asset Man- 
agement of Tennessee, 
Saatchi's biggest shareholder, 
said it had been approached 
by "one or more third par- 
ties" about a restructuring. 


McCaw Cellular Commu- 

` nications, the American tele- 
phone group 20% owned by 
British Telecom, is redialling. 
It has raised its bid for LIN 
Broadcasting but is bidding 
now only for majority control 
not full ownership. The bid 
values LIN at around $6 
billion. 


Britain’s biggest chemicals 
company, ICI, is selling its 
American non-prescription 
drug business for $450m. The 
joint buyers are Merck, the 
world's biggest drug company, 
and lohnson & Johnson, an- 
other American pharmaceuti- 
cal company. 


Pulling out 


Michael Knighton, a property 
man and preparatory school 
owner, dropped his £20m 
($31m) bid for Manchester 
United, an English soccer 
club. 


Mitsui paid Iran $833m to 
pull out of its joint venture 
Bandar Khomeini petrochemi- 
cal plant. The Japanese trad- 
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| ing group first became in- 
volved in the stil-unfinished 
project 18 years ago. 


MGM/UA, an American 
entertainment group, called 
off its planned $1.5 billion 
takeover by Qintex of Austra- 
lia after Qintex failed to de- 
liver a $50m deposit. Back to 
you, Mr Murdoch? 


Flying high 





Three new airports are to be 
built around Hongkong as 
part of a morale-raising infra- 
structure package approved by 
the colony’s executive council. 
The bill will be $14 billion. 
Hongkong’s existing airport, 
with 15m passengers a year, is 
| the world's sixth busiest. 


A small piece of history was 
made in America. J.P. Mor- 
gan Securities became the 
first securities subsidiary of an 
American commercial bank 
since the early 1930s to lead 
underwrite a corporate bond 
issue—before the Glass- 
Steagall act was passed to sep- 
arate commercial and invest- 
ment banking. It was a $30m 
issue of 30-year mortgage 
bonds for Savannah Electric 
& Power Company. 


Procter & Gamble has 
named its new chairman; its 
old one, John Smale, is retir- 
ing early. The new boss is Ed- 
win Artzt, head of the compa- 
ny's international operations. 
Useful experience that: 
Procter reckons it will soon be 





BUSINESS THIS WEEK 





i 


selling more than 5096 of its 
products abroad. 


Europhoria 


Renault, France’s state-  ~ 
owned carmaker, is holding 
preliminary talks with Volvo 
of Sweden about a possible 
merger. If it happens, this 
would create the world’s 
fourth largest car firm and its 
top lorry maker. The two com- 
panies already share some car 
components. 


Spain’s third largest bank, 
Banco Espanol de Credito, 
and Bank Julius Baer, one of 
Switzerland’s leading private 
banks, have agreed to form a 
joint venture in Spain’s grow- 
ing portfolio-management and 
private-banking market. Julius 
Baer is buying 40% of Banco 
Espanol de Credito's portfo- 
lio-management company. 





Italy's jumbo $1.5 billion Eu- 
robond hit the market. It is 
the largest straight debt offer- 
ing in the Euromarket’s his- 
tory. America's Morgan Stan- 
ley and Japan's Nomura are 
the smug joint lead managers. 


Revenue projections were re- 
vised by Eurotunnel, the be- 
leaguered Anglo-French 
Channel tunnel group. It reck- 
ons it will now get an extra 













$80m a year 
2003 and another 
year starting in 2013 fr 
tunnel. It will need it. 












Planning ahead 


Poland's deputy prime mi 
ter, Leszek Balcerowicz, 
vealed the government’s plan 
for creating a market econ- 
omy. One snag; he admitt 

Poles would face bankrupt 
and unemployment. 
































Paris stockbrokers were 
swamped with subscriptions 
for the flotation of Euro : 
Disneyland. France has been 
allotted half the $483m wor! 
of shares. The balance is being 
sold to Goofy-lovers in the 
rest of the EC, with British. in 
vestors getting about 2596.0! 
the issue. 


Two defectors from Morgan | 
Stanley in London formed an 
unusual joint venture with 
Orix, Japan's biggest leasing 
firm. New employees will get a 
share of the equity in a firm. 
aiming to sell snazzy high-yie 
debt to Orix's Japanese cli- 
ents—and thus to sidestep Ji 
pan’s banks and brokers. 


An ill wind 


Four American employees 

sued their employer Phoeni 
Leasing, because they claime 
the air in their offices stinks 
In a recent report, the Ame 
can Enviromental Protection: 
Agency estimated the eco- 
nomic cost of indoor air pol- 
lution totals tens of billions o! 
dollars a year. 










































LDERS BREWING GROUP 






Australia’s largest revenue earner, Elders IXL, continued its 
ational expansion in the past financial year with revenue 
ving [596 to more than $A17.6 billion. Operating profit before 
rmal items was up 37% to $A615 million, representing an 
nings Per Share increase of 25%. 

The Company has announced a | for 6 bonus issue and an 
96 increase in dividend. 

Elders IXL continues to focus internationally and in the 


ar 56% of before tax profit was derived from outside 
ralia. 





SIGNIFICANT EVENTS 


he joint venture between Carling O'Keefe and Molson 
reweries was finalised creating Canada’s No. | brewer with 
jore than 50% of the market. 
ders is now the world's fourth-largest brewer. 
The minority interests in Elders Investments were 
chased and the company had a successful year. 
The surprising decision by the UK Monopolies and 
lergers Commission (MMC) to block Elders’ takeover of 
xttish and Newcastle. 
The confusion surrounding the UK brewing industry as a 
sult. of the unfortunate findings in the Government's 
Brewing Industry Report. 
osters Lager increased volume internationally by 17%. 


ELDERS BREWING GROUP 

Carlton and United in Australia had its best-ever year, 
creasing market share by 2%, and has three of the four top- 
ng brands. Foster's Light was launched and is already the top 
seller in the low alcohol segment, and has more than 596 of the 
al market. 

. In the United Kingdom, the Group was frustrated by the 
MC decision but Courage produced its best-ever sales and 
arket share figures. Courage is in a strong position to capitalise 
a number of strategic options open to it despite the 
nouncements in the Brewing Industry Report. 

. The joint venture in Canada, now known as Molson 
Breweries, was the culmination of a very successful exercise in the 
trategic development of the Elders Brewing Group in North 
America. The merged company is North Americas sixth-largest 
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ders IXL.World growth continues. 




























brewer and potentially one of the most efficient brewing companies 
in the world, with a strong platform for growth. 


AGRIBUSINESS GROUP 

Despite a disappointing year, the Group continued to 

expand around the world. The result was adversely affected by 

severe climatic conditions and by the strong dollar and high interest 

rates in Australia. The Group has a sound base in wool, beef, grain 
and malt and looks forward to improved profitability. 


ELDERS FINANCE GROUP 
Regional development by the Finance Group has 
significantly contributed to the years good result. Overseas 
earnings, particularly Asia, Europe and North America, have 
more than compensated for a disappointing year in Australia. The 
Group will continue its strategy of operating throughout the world 
in niche markets with specialist expertise and long-term client 
relationships. 
ELDERS RESOURCES NZFP 
The past year was period of major reorganisation for 
ERNZFP. The cost-cutting and rationalisation programmes 
implemented in the first half of the year have been consolidated in 
the second half. A new core business, the Recycling Group, was 
established during the year and contributed strongly. The 
company is now concentrating on continuing to build quality 
maintainable earnings. 


ELDERS INVESTMENTS LIMITED 
During the year, Elders Investments became a wholly 
owned subsidiary of Elders IXL and has developed a close 
working relationship with Elders Finance Group. The company 
has had a very successful year and maintains high liquidity. It is 
well positioned, in conjunction with Elders Finance Group, to take 
advantage of opportunities as they arise. 


OUTLOOK 
Elders is well placed through its international operations to 
achieve continued growth and increased profits in world markets. 





SHOWING THE WORLD AUSTRALIA MEANS BUSINESS. 


ELD 7152 
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The perils of greening business 


ARING for the environment used to be 
a chore. It is now a market opportu- 
nity. Manufacturers are churning out more 
and more green products, and retailers are 
finding that many can be sold at a premium. 
But not all in the green garden promises to 
he so rosy. In the long term, selling greenery 
s going to be a lot harder than selling 
soapflakes. 

Lead-free petrol, phosphate-free deter- 
gents, aerosol sprays minus nasty chloroflu- 
orocarbons, and other green products have 
been available for almost a decade. Until re- 

“cently, worldwide sales of these products 
have been small or restricted to countries 
where: legislation has required their use. 
Now, with.a huge increase in environmental 
awareness, consumers are developing a clear 
desire to buy green even beyond what is re- 
quired by law. 

One gainer has been Loblaw, a Cana- 
dian food distributor which launched its 
own-label green brand in May this year. The 
company picked about 100 different items 
as being environmentally sound. Some are 

simply repackaged old ideas, like baking 
soda (a more environmentally friendly way 
to scour pots and pans than some modern 

lobby groups 

- who endorse Loblaw’s product receive roy- 
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alties from the firm’s sales. 

French consumers have also been buy- 
ing green products. One example is a new 
biodegradable rubbish bag called Bio-D, 
which is made out of corn extract. In Brit- 
ain, where retailers have a reputation for 
spotting fast-growing markets, green retail- 
ing is already widespread. In May 42% of 
British respondents to a MORI opinion poll 
claimed they had made a conscious choice to 
buy a green product at least once in the past 
year—more than double those who claimed 
this in 1988. And 27% of Britons said they 
were prepared to pay a premium of 2096 or 
more for environmentally sound goods, ac- 
cording to a Mintel poll. 

Interestingly, the growing ranks of Brit- 
ish green consumers cut across all social 
classes, ages and regions. Even the largest 
population group, those older than 55, are 
starting to change buying habits of a life- 
time: for instance, favouring unbleached 
lavatory paper, according to BsB Dorland, a 
British advertising agency. 

Nor is the trend confined to avoiding 
obvious polluting products. In April West 
Germany's AEG launched a £1.6m advertis- 
ing campaign in Britain to promote the 
greenness of its white goods. The AEG dish- 
washer is said to save newts, an endangered 



































species. Eh? Well, the machines use 
ter and electricity, which helps red 
rain; so less poison for newts. 
Some may say "tell that to the n 
but AEG claims that sales of. thes 
have risen since the campaig ) 
30%—even though total sales 
goods are declining. Body Shop, o 
ain's most notable retail successes, 
pered by selling toiletries and cosmet 
ing natural ingredients, even tho 
packages them in plastic. 
Salesmen are not sure why.cons 
have turned so verdant. Apart from lo 
media attention, such as about CFCs pui 
ing holes in the ozone layer, new attitt 
may show a more basic disenchanti 
with “materialism”, according to söm 
keting consultants. "Most of the baby- 
generation now have families; they a 
to have developed a new sense of 
responsibility. 
Such feelings are quite distinct from 
sires to eat more healthily (a mid-1980s rı 
fad), which were more concerned with 
than with selfless interest. How lon 
they last? In the past, such "basic" chai 
have tended to be the product of pros 
They risk disappearing once oil shocks 
cessions make people poorer. ; 
Anyway, all sorts of industries now 
lieve they must be green. Abbey Nationa 
big British building society, pledged to pla: 
acres of trees to replace those lost in the 
duction of the 450 tonnes of prospectu 
issued during its recent public flotati 
Okobank of Frankfurt was founded | 
months ago in West Germany to operate 
posit accounts for environmental scher 
In Britain and America, some new: 
trusts (mutual funds) are sold as ba 
only environmentally responsible c 
nies. Tourism— supposedly the world' 
gest civilian industry—expects a. boom 
"green holidays". Naturally, these vil 
more. 
Ás more companies rush into green 
some will be quacks. Powerful environ 
tal lobby groups are waiting to catch: 
Britain's Friends of the Earth has 
nounced it will give a "green con o 
year" award to the company it believes 
the worst offender. The greenest Or 
worry about the advisability of teamin 
with industry at all. In Canada the dire 
of Pollution Probe, one of the environ 
tal groups that backs Loblaw's products, 
forced to resign after claims that he was 
chummy with big business. 
Some companies have already rur 
trouble. BP Oil claimed its unk 
"Supergreen" petrol caused “no o poll 
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to the environment"; awkwardly, 
Supergreen contains several toxic com- 


pounds. A number of green unit trusts 
stand accused of screening their companies 
inadequately. Big firms such as iC! are spend- 
‘ing a lot on the environment, but they are 
also major polluters of it. Though compa- 
“nies may simply be jumping on a band- 
wagon, some are acting out of ignorance— 
"and others out of great faith. 
— The marketing of a corporate image as a 
— producer of a “green product” is a compli- 
-cated task. To begin with, there is no such 
thing. All products and industries pollute in 
some way or another. Some pollute less than 
" Others, but it can be hard to say which. Of- 


ten there is no scientific consensus because 
it is difficult to associate cause with effect. 
CFCs were an exceptional case: virtually all 
scientists eventually agreed that the chemi- 
cals were responsible for damaging the 
ozone layer. This shows how radically the 
environmental view of a product can 
change—CFCs were once considered among 
the chemical industry's safest products. 

To prepare for their greening, most big 
companies either appoint a board member 
or a high-powered committee to oversee 
environmental issues. They start top-to-toe 
surveys to discover their company's envi- 
ronmental status, and get lots of shocks. 
America's Procter & Gamble was careful 





Soul searching 


PORT MORESBY 


EW companies can be more aptly 
named than Oil Search, Papua New 
Guinea's second-oldest company. It 
started its search for oil in PNG in 1929— 
and it's still looking. So far it has not pro- 
duced a drop of the black stuff. Over the 
years giants like BP, Chevron and Mobil 
have at times shifted in and out of PNG, 
but the ever-optimistic Oil Search has 
never given up. Now, on its 60th birth- 
day, its persistence may be rewarded. 
Earlier this month Oil Search and BP 
lodged the first application for a petro- 
leum development licence in PNG's his- 
tory. The Hides gas-condensate field, in 
which Oil Search has a 596 stake, will be 
used to power the nearby Porgera gold 
mine, which is due to open in 1991. 
More important, a consortium of six 
companies, in which Oil Search has a 
10% stake, struck oil in 1986 in the 
lagifu-Hedinia field in the Southern 
Highlands. The consortium (whose two 
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searcher of them all turns producer? 
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biggest partners are Chevron, the oper- 
ator, and BP, each with 25%) must decide 
by November 27th, when their explora- 
tion licence expires, whether to apply for 
a production licence. If so, the oil could 
start flowing in 1992. 

The consortium may negotiate a brief 
extension, as the latest estimate of 
proven and probable reserves of 130m 
barrels is still below the threshold re- 
quired to make the $1 billion develop- 
ment viable at current oil prices. But the 
oilmen are confident that the question of 
production is now not whether, but 
when. 

The inhospitable jungle-clad moun- 
tains of PNG (once the tribal lands of 
headhunters and, allegedly, cannibals; 
but still tribal lands today) are not the 
cheapest of places to look for oil. All ma- 
terials and men are flown in by helicop- 
ter. Over the years Oil Search has spent 
almost $500m in today’s prices on ex- 
ploration in PNG. 

Where has the money come from? 
Shareholders. One big shareholder, Pio- 
neer Concrete, owns 39%, but there are 
about 36,000 individual shareholders. 
The company’s survival is a tribute to the 
ever-hopeful Australian punter. 

Oil Search's accounts are unusual. In 
60 years it has not earned a cent of in- 
come other than interest on the money it 
has raised; it has never paid a dividend 
and it has no real assets other than its 
office furniture and cash reserves. Yet 
shareholders continue to support it. Oil 
Search has just announced a rights issue 
of $42m, as part of the $100m it will need 
to raise as its share of the lagifu develop- 
ment. 

Oil Search is not for widows and or- 
phans. In the past four years its share 
price, quoted in Sydney and London, has 
bounced from 25 Australian cents to 
A$2.05 in October 1987, then slumped 
to around 70 cents. Could investors han- 


dle the shock if the most dedicated 














P1 


before it launched a new environment- 
friendly detergent, Ariel Ultra. It contains 
less chemicals than normal detergents, is 
phosphate-free and biodegradable. But it 
was criticised because P&G tested it on ani- 
mals. Undaunted, Sainsbury's, a big British 
supermarket chain, has just launched its 
own-label green detergents. Someone from 
the meteorological office has talked to exec- 
utives about the greenhouse effect. 


Avoiding green holes 

Some companies are unsure if it is worth 
seeking greenie points. Britain's Lloyds 
Bank found that sponsoring the environ- 
ment did not seem to raise its credibility 
with consumers. The public is sceptical of 
any large organisations that get on the green 
bandwagon, particularly those that have lit- 
tle direct contact with the environment. 

Some companies say they fear a back- 
lash from environmentalists if they get their 
greening wrong, and are anyway unsure ho: 
faddish the green trend will be. Althougn 
consumers may want to accept social 
responsibility, few want to forgo quality in 
the products they buy. Lavatory paper made 
from recycled materials has now become the 
number-two brand in Britain—but only af- 
ter scientists made it virtually indistinguish- 
able from its non-recycled rivals. 

To green or not to green? For firms in 
direct contact with the environment, there 
is really no choice. Those that ignore the 
trend risk an even bigger bashing than those 
who try, and then have to try again. 





Laser discs 


If at first... 


TOKYO 


IONEER Electronic is trying to breath 

life back into a medium it gave the worl 
but many in the industry thought was going 
the way of the dodo—the laser disc. It seems 
to be succeeding. Success in Japan will 
presage a new Japanese consumer-electron- 
ics sales drive in America, and later Europe. 

A decade ago, laser discs seemed ripe for 
turning into a mass consumer product. They 
provide sound and pictures like a videotape 
but with the high quality of digital recording 
on something that looks like a compact disc 
(cp) the size of a record album. With the 
promise of bringing big-screen movies into 
the living room, Pioneer launched the first 
laser-disc players in 1980. But the public has 
been underwhelmed. 

Sales in Japan, America and Europe 
combined have still to break through 1m 
players a year. In contrast, 13.7m CD players 
(excluding portables) were sold in those 
markets last year. Even in Japan, by far the 
biggest market for laser-disc players, with 


sales of 520,000 machines last year and 
BUSINESS continues on page 83 > 
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SWISS LIFE 











Switzerland isn’t exactly one of the 





world’s larger countries. That’s why the Swiss 
had to think big, to thinkin global terms, right 
from the start. Particularly in insurance and 
finance, fields in which SWISS LIFE is an 
acknowledged international expert. 





We create innovative employee benefit 
plans for multinational companies. Our 
approach is pragmatic, reliable, perfection- 
ist. Not a bad way of defining what we call the 
unique Swiss Life Feeling. And we demand no 
less from our Network Partners around the 
world. So that our clients can be confident 
they’re with the best in the business. What- 


ever country they’re in. They appreciate our 
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Seguradora; anada: Canada Life; C 
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Head Office: Swiss Life, General Guisan-Quai 40, 8022 Zurich/Switzerland, Telephone 411/206 57 87, Telefax 41 1/201 20 77; Argentina: Sud 
Wiener Stüdtische; Belgium: ZwitserLeven/A.G. Suisses (Swi 
le: Renta Nacional; Colombia: Seguros Bolivar; Denmark: PFA Pension/ 
Life); Germany: Schweizerise he Rentenanstalt (Swiss Life); Greece: La 
> (Italia); lapan: Meiji Mutual Life; Kore ea: Korea Life; Luxembourg: Swis 
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Thailand: Bangkok Life; United Kingdom: S 
uicor / The Guardian; Venezuela: La Metropolitana. 
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total commitment to the task and our know- 
how, backed by the worldwide Swiss Life 
Network which lets us pool all your local 
employee benefit plans, to everyone's 
advantage. 

Why not find out more? Contact us at 
Swiss Life's Zurich Headquarters or get. in 
touch with your local Swiss Life Network - 


Partner. Think big. Feel good. 
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Newly Published: 
‘International 
-Accounting and 
Auditing Trends 





Acomprehensive two-volume study (1,332 pages), 
including: 


International Auditing Trends 


» Analysis of the Global Network of the Offices of 
International Accounting Firms 


: « Global List and Analysis of 16,000 Clients 
Audited by International Accounting Firms in 
46 Countries 


« How to Undertake Competitive Analysis Among 
International Accounting Firms: Issues 
and Answers 


e Analysis of Audit Fees in 9 Countries 


International Accounting Trends 
« Accounting Standards in Practice in 24 Countries 


e Trends in Financial Statements of Banks and 
insurance Companies in 22 Countries 


How to Analyze International Annual Reports: 
Issues and Answers 


Sample Annual Reports for Multinational 
Corporations 


Lexicon of 600 Accounting Terms in 8 
Languages with English Translation 


Send US... COpies of International Accounting 
and Auditing Trends at US $295.00 per copy (plus $10 
shipping in North America, $40 outside North America). 


O Check enclosed O Send an invoice 


Name 





Title/Department 





Firm 





Address 





City 





State Postal Code 





Country Phone 


CIFAR 


Center for international 
Financial Analysis and Research, Inc. 
— 4501.Ewing Street, Princeton, New Jersey 08540 USA 


Phone: (609) 921-0910 Fax: (609) 921-0216 
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Sydney, Australia 
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| Whatever happened to thrift? 


| The 1980s has been the decade of the Doni savings have tum- 
y 


bled nearly everywhere. In a recent stu 


the OECD tried to explain 


why savings ratios vary over time and between countries 


TET national savings (ie, after depreci- 
cation) have fallen in virtually all 
OECD couritries, from an average of 1596 
of GDP in the 1960s to only 9% in the 
1980s. This could be cause for concern: 
| lower savings mean lower investment, and 
| hence (usually) slower growth. 

National savings can be broken down 
into three sectors: government, house- 
hold and business. In most countries the 
largest part of the decline in national sav- 
ings since the 1960s has been a drop in 
government savings. Indeed most govern- 
| ments have swung from being net savers 

















in the 1960s to dissavers in the 1980s, al- 
though some governments have begun to 
"swing back again in the past few years. 
Almost everywhere, household savings 
have fallen in the 1980s. But this follows a 
general rise in savings in the 1970s, so in 
most countries ratios are still higher than 
in the 1960s. The main exceptions are 
America, Britain and France, while in 
Sweden and Norway households have 
started to spend more than they earn. 
Total private savings, by contrast, 
have been more stable, with swings in 
household savings tending to offset move- 
* ments in corporate savings. Some econo- 
mists conclude that this means that 
households can see through the "corpo- 
rate veil"; ie, since households are the ul- 
timate owners! of companies they regard 
retained business profits as a substirute 
for personal savings. An American study 
has estimated that a $1 fall in corporate 
savings leads to an increase in household 
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savings of 50-75 cents. 

Business savings are themselves closely 
linked to profits. As profits slumped in 
the 1970s, so did business savings; as prof- 
its boomed in the 1980s, business savings 
rebounded—ie, exactly the opposite of 
household savings. 

There are two bigger reasons for the 
yo-yo movement in household savings ra- 
tios. First, the impact of inflation. This 
eroded the real value of households’ fi- 
nancial assets in the 1970s, encouraging 
them to save more. The disinflation of the 
1980s, by contrast, has made such rebuild- 
ing less necessary. If America’s household 
savings ratio is adjusted for the impact of 
inflation, it shows a rise of three percent- 
age points between 1980 and 1986, in- 
stead of a fall. 

The second important factor behind 
the slump in savings in the 1980s has been 
the sharp rise in household net wealth in 
many countries thanks to the surge in eq- 
uity values and house prices. A rise in net 
wealth means that individuals do not 
need to save so much out of their current 
income to ensure a given stock of wealth 
for their old age. In Japan and Britain in- 
creases in the value of the housing stock 
in recent years have been larger than total 
personal saving. 

The OECD offers two further reasons 
for the decline in savings. Some of the big- 
gest falls in household savings in the 
1980s have been in countries where finan- 
cial markets have been liberalised, making 
it easier to borrow: namely Britain, Aus- 
tralia and the Scandinavian countries. 
Second, the expansion in public pensions 
in recent years has reduced the incentive 
to save for old age. 

So much for changes over time, but 
why does the level of household savings 
vary so much between countries? The 
thrifty Italians saved 17% of their dispos- 
able income last year, the profligate Brit- 
ons saved just 3%. A popular argument is 
that official savings figures are misleading, 
partly because countries measure savings 
in different ways. In an effort to get 
around this problem, the OECD derives its 
savings ratios from the standardised na- 
tional accounts rather than from each 
countries’ national statistics. 

Various statistical quirks may exagger- 


ate differences between household sa 
ings. For example, consumer durables a 
normally counted as current spending 
but since they provide services over m. 
years they should perhaps’ be treate 
capital goods. If this is done, savings t; 
increase everywhere, but the bi 
creases tend to be in countries wit 
lowest savings ratios. The gap betw 
America's savings ratio and Japa 
shrinks from about ten percentage poini 
to four. 5 

The OECD reckons that much of the r 
maining difference between countries 
savings ratios can be explained by deme 
graphic factors. In particular, the bigge 
the proportion of retired people (ie, di: 
savers) in the population the lower will be 
the savings ratio. The ratio of old-age pen 
sioners to the population of working ag 
was only 15% in Japan in 1981-86, com: 
pared with 26% in Sweden, partly ex- 







































plaining why the Japanese save 16%. of 
their income, while Sweden's household 
savings ratio is negative. 
The rising share of the elderly in the 
population could continue to reduce sav- 
ings ratios into the next century. The big- 
gest decline is expected in Japan. How: 
long before the world starts to fret about 
Japan's current-account deficit? 
How can governments reverse the re- 
cent decline in savings? Some try to doso 
by giving favourable tax treatment to cer- 
tain types of saving, such as pensions. Bu 
it is a moot point whether this boosts total 
savings or just shifts it from one instru- 
ment to another. 3 
Governments would do better to gc 
for more radical tax reform to eliminat 
the built-in bias against saving. Tax telie! 
on interest payments encourages borrow 
ing, while the taxation of nominal interest 
income results in negative after-tax real re- 
turns. Many of the countries with the low: 
est savings ratios, like America and th 
Nordic countries, also offer the most gen- 
erous tax relief on borrowing. a 








* "Saving Trends and Behaviour in OECD Coun- 
tries”, OECD working paper no. 67 ; 
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ergreen lifts off 





R CHANG YUNG A is piloting 
a new and risky course for Tai- 
van's Evergreen group, the world's larg- 
st container-shipper. Last week the 
m's 62-year-old boss agreed to buy 
ight of Boeing's newest jumbo jets, the 
47-400, and four extended-range twin-en- 
gined Boeing 767-300s for a total of $1.7 
illion. Mr Chang also signed an order 














orth $1.9 billion with McDonnell 
uglas for 14 new MD-11s. If there are 
» delivery delays, by 1992 Evergreen 
ll take to the skies—and compete in 
ing passengers and freight with es- 
ished airlines such as Japan Air 
; Cathay Pacific, Singapore Airlines 
ufthansa. 

Nobody who knows East Asia likes to 
t against Mr Chang, however fierce 
competition. He clearly has the sup- 
t of the Taiwanese government: Ever- 
reen Airways was formed in March after 
government’s decision to allow local, 
rivately owned companies to set up in- 























ternational passenger and cargo airlines. 
By spending so much money on Ameri- 
can aircraft, the Evergreen chairman is 
helping to reduce Taiwan's embarrass- 
ingly stubborn trade surplus with the 
United States. This reached $9.1 billion 
in the first nine months of 1989—a 23% 
rise on the same period last year and 
higher than the government's $8.1 bil- 
lion target for the whole of this year. 

Thanks latgely to entrepreneurs like 
Mr Chang, Taiwan—with only 20m peo- 
ple—is already the world's 13th largest 
trading nation. As the government at- 
tempts to reduce the island's reliance on 
trade with America—to bring it down 
from the present 30% of total foreign 
trade—Taiwan will need efficient trans- 
port links around the world. Evergreen’s 
aircraft will be able to provide non-stop 
services with a full payload as far as West- 
ern Europe; and the freight can then be 
moved farther by Evergreen containers 
in Evergreen lorries and Evergreen ships. 

Evergreen is a secretive group that re- 
veals few details of its finances, but there 
is no secret about Mr Chang himself. A 
former seaman from the northern Tai- 
wan port of Keelung, he rose to be a 
ship’s captain before founding Ever- 
green in 1968 with a loan from Japan’s 
Marubeni trading house. At that time he 
owned one secondhand freighter. In the 
following 20 years, the company amassed 
a fleet that now numbers around 70 
ships. Why should Evergreen aloft be dif- 
ferent from Evergreen afloat? 

After all, even Boeing believes that 
the Asia-Pacific region will be the world’s 
fastest-growing freight and travel market 
for at least the next decade. 



































ere more than one in two households 
video-cassette recorder, barely one in 
wns a laser-disc player. 

wo things stunted the market for laser 
cs everywhere. One was high prices. In Ja- 

‘a film-disc cost ¥7,000- 
,000 and players upwards of 
00,000 ($1,400). That was 
- too expensive for the 17-25 
ar-olds who are the big buy- 
of electronic gizmos. The 
nd was the competition for 
e film-viewer’s yen from vid- 
tapes. [t turned out that peo- 
' mostly wanted to watch a 
only once or twice. So they 
erred. videotapes, despite 
eir inferior quality, because 
y could. be easily and 
eaply hired. Laser discs had to be bought. 

Pioneer's strategy for reviving the laser 
isc tackled both difficulties. As well as cut- 
ing the price of the players, it has developed 
multidisc machines that can play more than 





one sort of optical disc, such as laser discs 
and CDs (both full-length and singles). At 
X 79,800 in Japan and $600 in America, Pio- 
neer's CLD-100 multidisc player, which was 
launched in both countries in June and will 
come to Europe in 1990, is 
seen as a breakthrough. As 
well as being half as expensive 
as Pioneer's previous best-sell- 
ing laser-disc player, it costs no 
more than mid-range CD play- 
ers, so music lovers might as 
well buy a multidisc machine as 
one that plays only CDs. 

Other laser-disc manufac- 
turers, including Sony, have 
multidisc players on the mar- 
ket selling for less than 


¥90,000. In August Marantz 
(owned by Holland's Philips) launched the 
cheapest yet in Japan, at Y75,000. The next 
development will be laser-disc recorders, 
which, as with videocassette recorders and 
tapes, will let users record their own laser- 









~ discs. This month Pioneer sai 


































oped the first laser-disc recorder, in co-oper- 
ation witha telecoms firm, KDD. ~ 

Second, on the "software" side, Pioneer 
organised a domestic price-cutting -cartel 
among the six big laser-disc makers (of 
which it is one) to reduce the shop prices of 
discs and to develop a new market for laser 
discs that show music videos. Unlike films, 
music videotapes tend to get played over 
and over again, just like records and music 
tapes; so music-video fans will buy rather 
than rent. Hence the laser-disc makers’ deci- 
sion to switch their marketing emphasis 
from films to music videos, which tend to be 
bought by freer-spending youngsters any- 
way. Throughout the summer, under the 
slogans “Movies You Can Listen To” and 
*Music You Can Watch", laser-disc makers 
offered big discounts on around 700 music 
videos, which were selling for around 
¥3,500, and cut film-disc prices as low as... 
Y4,700. ; 
The companies are expecting a 40% in- 
crease in sales of laser-disc players this year 
to around 700,000 machines in Japan, and a 
tripling of the American market to 240,000 
units. BIS Mackintosh; an electronics consul- 
tancy, estimates that the market in Japan, 
Europe and America will have quadrupled 
by 1995 to 4m units. 

Pioneer has a bigger stake than most in 
reviving the market. It is the market leader 
in laser-disc players with a 4596 share, ahead 
of Sony, which has newly caught Pioneer's 
enthusiasm for laser discs, with a 2596 mar- 
ket share. Laser-disc players account for 
about 1096 of Pioneer's total sales, a bigger 
ratio than for any of its competitors. 

That both firms have the. American 
market firmly in their sights.can be seen 
from the fact that Pioneer has doubled its 
American production capacity for laser 
discs to 600,000 discs a month and is halv- 
ing their price to around $25 each, while 
signing sales agreements for both discs and 
players with big retailers like Sears Roebuck 
(it previously sold through specialist elec- 
tronics shops). A Sony subsidiary, Digital 
Audio Disc, plans to be pressing 100,000 la- 
ser-discs a month by early next year. With its 
acquisitions of CBs Records and the Colum- 
bia film studios, Sony seems ideally placed to 
spin laser discs to the full. 








Third-world survey 


There have been so many requests for copies of our 
survey on the third world ("Poor Man's Burden", 
September 23rd) that we are doing some reprints. | 
To order, please call Clare Thraves in Britain on 
04023 81555, or write to her c/o Economist Sub- 
scriptions, P.O. Box 14, Harold Hill, Romford, Es- : 
sex. The price is £2.00, including postage and pack- | 
ing. In North America, call Dahlia Kong on 212- 
541 5730; the overseas price is $4.00, including 
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America Airlines 
Passing Go again 


NEW YORK 





Trump at angels high 


ONALD TRUMP leads life as though 

it were a giant Monopoly game. The 
owner of the Trump Shuttle (the re-named 
east-coast shuttle bought from Eastern Air 
Lines for $365m three months ago), the 
Plaza Hotel, the Trump Tower and 3496 of 
the take from Atlantic City's gambling casi- 
nos, cannot wait to throw again. He hopes 
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to land next on American Airlines, the 
country’s largest carrier, for which Mr 
Trump has offered $7.5 billion. 

Mr Trump has moved like lightning af- 
ter American, just as Northwest Airlines 
and United Air Lines are being forced into 
leveraged takeovers. He declines to say how 
he will pay for his bid beyond putting up $1 
billion of his own money (Fortune estimates 
him to be worth $1.7 billion, a figure he says 
is too low). 

Mr Trump must be thinking that the in- 
vesting institutions that own 80% of the air- 
line will jump at his $120-a-share offer be- 
cause AMR, the airline’s parent, has not paid 
cash dividends for years. Instead, it has built 
up a $1.3 billion cash pile. With almost old- 
fashioned prudence, this is being used to 
modernise American’s fleet. The airline has 
almost $15 billion-worth of new airliners on 
order for a planned expansion on interna- 
tional routes. Mr Robert Crandall, Ameri- 
can’s hardnosed chairman, also knows cash 
in the till will be needed to help airlines 
through the next downturn in what is a no- 
toriously cyclical business. 

Mr Crandall is bound to fight Mr 
Trump hard. For now, he is getting some 
unexpected support from the Bush adminis- 
tration. It has woken up to the dangers of 
consolidation amid the deregulation of 
America’s airways. And Mr Samuel Skin- 
ner, the Secretary of Transport, is an out- 
spoken critic of “excessive debt” in the air- 








FS the second year running the No- 
bel prize in economics has gone to a 
man whose exploits in the dismal science 
will tax the best memory. This year’s lau- 
reate, Mr Trygve Haavelmo from Nor- 
way, has—like his predecessor, Mr Mau- 
tice Allais of France—been rewarded for 
work he did in the early 1940s. 

The Nobel committee cited his con- 
tribution to the statistical foundations of 
econometrics (the science of quantifying 
economic relations, such as that between 
consumption and income). Economists 
used to have two big gripes against this 
science: it relied heavily on inaccurate 
measurements; and it assumed that rela- 
tions were simple (for example, that con- 
sumption depends on income) when in 
fact they were complicated (income also 
depends on consumption). 

Dr Haavelmo precociously scotched 
most of these objections in his doctoral 
dissertation in 1941. He showed that in 
the face of uncertainty it is possible— 
and necessary—to quantify economic 
relationships in terms of probabilities. 
Example: there is a 95% chance that a $1 


increase in income will make consump- 





vAn economics laureate gone fishing 








tion go up by 75 cents, give or take 5 
cents. Years later this insight, like all 
breakthroughs, seems obvious. 

Dr Haavelmo also helped to resolve 
the “interdependence” problem: how to 
measure, say, the effect of income on 
consumption when consumption affects 
income. The answer (roughly) is to spec- 
ify economic relationships as if they were 
independent. Since national income, can 
be defined as consumption plus invest- 
ment, consumption can be thought of as 
depending not on income, but on its 
equivalent, consumption plus invest- 
ment. So long as investment is expressed 
as being independent of national in- 
come, the consumption relationship can 
be rewritten in a form that includes only 
variables that are not affected by changes 
in other variables, Interdependence is 
abolished and independence attained by 
fancy penwork. Simple, really. 

For the past 30 years Dr Haavelmo 
has worked on the theory of investment 
and economic growth. He retired from 
his chair at Oslo University ten years ago 
and now asserts his own, rather shy, in- 
dependence by fishing and walking. 
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line industry. Airlines can generate. h ge 
cash flows, but, as Mr Skinner warns, “even 
short of bankruptcy, the high cost of servic- 
ing large debt levels may also deny an airline 
the flexibility to lower fares, expand opera- 
tions, modernise fleets; in other words, rake 
steps essential to real competition.” 

The politicians will have to move fast. 
More than 15% of American’s shares h 
changed hands in recent trading as sp 
tors smell a quick killing. Mr Skinner’s d 
partment is seeking legislation that "an 
quire it to approve any takeover of < 
domestic airline. American's legal adviser: 
think the excessive-debt issue, and the possi- 
ble effect it may have on airline safety, could. 
hurry such proposed legislation into law. 
Not to be outdone, Mr Trump has sent in- 
gratiating letters to Mr Skinner and eve y 
member of the Senate's commerce and fi- 
nance committees, seeking to stop the pro- 
posed legislation as "irrelevant". Mr Trum p 
faces a tough battle if he is to add to his se 
of properties. 


French television 


A disgrace 


PARIS 


RENCH television, well known to be a 
cultural desert, is also a commercial and 
regulatory shambles. When France's s 
television monopoly was ended in | 
promoters called private television a one- 
way bet. Sadder, but not much wiser, many 
investors are now asking what went wrong? 

Apart from Canal-Plus, a pay-cha ' 
only TF1, owned by the Bouygues building 
group, makes money. La Cinq, run by a 
right-wing press baron, Mr Robert Hersant, 
is struggling. So is the barely watched 
The government is desperately seeking to. 
save its two public stations, Antenne-2 and - 
FR3, whose ratings and morale are in free fall 
after a damaging strike last year. 5 

It sounded plausible when punters sa i 
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here was pent-up demand for TV ad- 
ising. The French, in 1985, spent 
n Beo of $54 each on publicity, 
half what the British and a seventh of 
Americans spent. France's mar- 
also skewed by rules to support 
he press by limiting how many and 
vb at sorts of adverts can run on tele- 
ision. The big retail chains, for ex- 
imple, cannot tout goods on televi- 
sio! Only a quarter of French 
ing spending goes on televi- 
; half does in Italy, a third in Brit- 
ir End America. 

. The average French viewer 
wa ches TV a bit more now (222 min- 
utes a day) than four years ago (207 

ninutes). But programme costs have 
joe ared. French Tv is also a political football. 
The left, the right and now the left again 
have all changed the rules. 

Guided by Mr Patrick Le Lay, TF1 has 
vred through this with skill—and 
luck. One reason his channel's share of the 
viewing audience was an astounding 41% in 
ember is that the other stations are so 
In the 16 months up to December 
8, rri spent FFr500m ($84m) on new 
mes, but reported a modest profit 
r212m on turnover of FFr6.2 billion. 
Mr Hersant's La Cinq is in regular trou- 
ble with the broadcasting authorities, who 
say it ignores limits on how many sub-8 mov- 
r palaeo-American serials can be shown. 
s, unfortunately, is all it can afford. Since 
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l Burlesque only 


TALY’S television king, Mr Silvio 

i Berlusconi, is a fine example of what 

|| can happen when there are virtually no 
4 rules for private television at all. Back in 

l|. 1976 Italy's constitutional court struck 
|| down the government's broadcasting mo- 
| nopoly. Politicians could not agree on 

. how to regulate private television, but 

. they could no longer forbid it either. In 

|| this regulatory free-for-all, Mr Berlusconi 

saw his chance. His stations, which air va- 
|| riety programmes, game shows and ad- 
|| vertising, grew like gas in a vacuum. 

_ Their audience ratings have ballooned 
|| up close to those of state-owned televi- 
} sion: Italia 1, Can 5 and Rete 4 together 

-|| have an audience-share of around 38%, 


| 
5 against 43.5% for the three state-owned 
RAI channels. Mr Berlusconi and RA! be- 
|| tween them take in more than 90% of 
|| television advertising revenues. 
| Mr Berlusconi's advertising company, 
Publitalia, commands a third of Italy's to- 
tal advertising market, including newspa- 
| pers. It sells not only to his own television 
| networks, but to other television stations 
] 86 











Other" 1.7% 
Canal Plus 48% — 
Sours Medemrne 


it began two years ago, La Cinq has run up 
an estimated FFr1.8 billion in total losses. Its 
audience-share is only 12.5% and it is said to 
offer advertisers discounts of 50% or more. 
The other small private channel, M6, has 
built up losses of FFr770m, with an audience 
share of 7.4%. Aiming young, it shows 
mainly rock videos. 

Improbably, a takeover battle has devel- 
oped for La Cinq among investors con- 
vinced that the channel has a future. Mr 
Hersant owns 25%, and Italy’s Mr Silvio 
Berlusconi (see box), another 25%. Among 
the other shareholders, Mr Hersant has an 
ally in Mr Jean-Marc Vernes, a banker with 
top political friends on the right, who has 
10.8%. Mr Berlusconi’s camp includes Mr 


in the commercial system as well, includ- 
ing Italia 7, TV Junior and Capodistria, a 
sports channel. 

Too much, says ltaly's constitutional 
court, which asked the government for 
more competition, backed if need be by a 
new antitrust law. But Mr Berlusconi may 
be too big to budge. Last year his un- 





Berlusconi switched on 


PICS mthi ida — ini 
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Jérôme Seydoux, boss of Chargeurs, a 
diversi transport company. 

friend of the Socialists, he holds 
7.3%. Whoever wins needs faith and 
a deep pocket. Some analysts see no 
profit in La Cing for another three or 
four years. If Mr Berlusconi loses, he 
ma May turn to TFI, in which he holds 

108% 4 


218% 


‘The French public stations are a 
catastrophe. A's ratings have halved 
in three years. Its staff are underpaid. 
The station depends roughly two- 
thirds on advertising and one-third 
on the licence fee that households are 
meant to pay for each receiver. The 
government fixes in its yearly budget 
what the station can earn in advertis- 
ing. Last year this was FFr1.5 billion, a third 
of what TF1 was earning. 

FR3 is a regional network with some na- 
tional programming. Shorn of regional du- 
ties, it could be an upmarket, cultural chan 
nel leaving A2 to win back the genera. 
viewer. Some Socialists want to cut off ad- 
vertising to A-2 altogether leaving it to rely, 
like Britain's BBC, on the licence fee, so it 
can concentrate on quality. Others would 
let A-2 earn as much in advertising as it can 
get. President Mitterrand says there are to 
be no more sales of state companies. Some 
of his advisers worry that if public television 
continues to slide, there may be no alterna- 
tive to selling it—if anyone wants to buy. 





~ 
quoted Milan-based holding company, ~ 
Fininvest, claimed a turnover of 13.5 tril- 
lion lire ($10.4 billion). Fininvest has just 
revealed a stake of about 1% in Saatchi & | 
Saatchi, one of the world’s largest ad- 
vertising and marketing groups. The Ital- 
ian group insisted it did not intend to 
mount a takeover bid, but bought the 
stake for "investment purposes”. 

Mr Berlusconi lobbies well. Measures 
the government has put to parliament 
would let him keep his three national net- 
works. They would not seriously touch his 
advertising interests. At worst, Mr 
Berlusconi may be asked to sell his small- 
circulation Milan daily newspaper, Il 
Giornale. That would hurt pride more 
than pocket: an antitrust law preventing 
simultaneous ownership of press and tele- 
vision would keep a potential competitor, 
mighty Fiat, with its big stake in newspa- 
pers, out of television. 

Counting his base secure, Mr 
Berlusconi is advancing across Europe. 
Besides his interests in France, he has 
21% of a cable-television company in 
West Germany. Recently he moved into 
the virgin "sien Fah Spanish commercial 
television by idding another media 
baio; Mr Rupert Murdoch. 
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Ferranti International 


Antennae raised 


PARTNERSHIP between British Aero- 

space and Thomson-csr of France is 
emerging as the favourite to take over 
Ferranti International. This British elec- 
tronics company has crippled itself by buy- 
ing an American firm, International Signal 
and Control, two years ago that turned out 
to be fraudulent. The precise size of 
Ferranti's loss is not yet clear—estimates 
start at £185m ($285m) and go upwards. 
What is becoming plainer every day is that 
Ferranti will be unable to save itself. 

A number of companies have looked at 
buying Ferranti, but many face insurmount- 
able hurdles. The Ministry of Defence shiv- 
ers at a foreign takeover because of 
Ferranti's deep involvement in British mili- 

ary projects. A takeover by another British 
aefence group, such as GEC, would remove a 
big competitor at a time when Sir Peter 
Levene, the chief of defence procurement, 
has been trying hard to increase compe- 
tition among defence contractors. 

That is why attention has turned to- 
wards a possible 50-50 partnership between 
Thomson and British Aerospace. BAe is not 
a big defence-electronics contractor, so its 
involvement would keep Ferranti half Brit- 
ish without decreasing competition. Thom- 
son would bring two other essentials: money 
and technical expertise. 
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Would Ferranti fit in here? 


The takeover bill for Ferranti would 
amount to some £450m at the present price 
of around 60p a share, or around £525m at 
70p—which is what industry observers 
reckon the share price will rise to. At any- 
thing over 60p, BAe would be hard-pressed 
to find the whole amount. The partly state- 
owned Thomson not only has the cash for 
its stake but also has a recent promise by 
France’s defence minister, Mr Jean-Pierre 
Chevénement, that there would be no 
objection from the French government. 

Thomson's technical knowledge will be 
valuable. Ferranti is locked into a tough con- 
test to provide the radar for the European 
Fighter Aircraft being built jointly by Brit- 





Eli Lilly woes 


HINGS could hardly be worse for Eli 

Lilly, an American drug giant that 
makes genetically engineered human in- 
sulin, a drug for treating diabetes. Re- 
ports by British doctors have associated 
at least 17 deaths among Britain's 
200,000 diabetics with such drugs, which 
are made by several manufacturers. Brit- 
ish health officials have put out a warn- 
ing, but it is still unclear whether the 
drug may have to be withdrawn. 

Eli Lilly is not the only maker of this 
drug, but it is extremely bad news for the 
company. Most of the adverse reactions 
to the human insulin were spotted in one 
produced by rival firm Novo/Nordisk. 
Humulin, the brand name for Lilly's ver- 
sion of the drug, accounts for only 
around 1096 of the company's $4 billion 
annual sales, but it hoped that the prod- 
uct would turn into a big earner. Eli Lilly 
has been planning to build two new 
Humulin plants, one in America and the 
other in Europe, representing a $200m 
capital investment. 

Eli Lilly has few other potential block- 
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buster products, apart from an anti-de- 
pressant known as Prozac. In 1982 the 
company was forced to withdraw its anti- 
arthritic drug, Opren, after nearly 100 
deaths among patients who had taken it. 
Lilly is only now settling the liability 
claims that arose from the incident. 

It is still not clear why Humulin may 
be harming diabetic patients. One pos- 
sibility is that the human form of insulin 
promotes a peculiar reaction in the dia- 
betic patients. But why, no one knows. 
Another possibility is that the human in- 
sulin preparation is impure. Such a find- 
ing would do the company no favours. 
Last month, America’s Food and Drug 
Administration (FDA) sharply criticised 
Eli Lilly for its quality control procedures 
and shut down a manufacturing plant at 
its headquarters in Indianapolis. Ten of 
Eli Lilly’s drugs, which were made at the 
plant, have also been recalled. Three 
other manufacturing plants are under 
FDA investigation. Eli Lilly blames tech- 
nical aberrations. The drugs industry is 
already going through a massive bout of 
reorganisation. If Lilly 's share price falls 
too far it could find itself the next take- 
Over target. | 
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ain, West Germany, Italy and Spain. It leads 
a consortium composed of firms from all che 
partner companies. If Ferranti loses this 
competition, it will probably not survive at 
anything like its present size. 

Ferranti's radar will be new and based 
on its Blue Vixen, which is itself still being 
developed. Ferranti argues that new means 
advanced. The opposition consortium, led 
by West Germany's Telefunken System 
Technik (a company that used to be the mil- 
itary part of AEG), says that new means un- 
tried and therefore prone to failure. The ri- 
val consortium's entry is a re-design of a 
radar built by America's Hughes. 

The contest has been sliding gradually 
against Ferranti. The main reason is that 
West Germany, which is to put the original 
Hughes radar in its aging Phantom fighters 
to give them a new lease of life, insists that a 
very similar re-design (the MSD 2000) should 
be picked for the European Fighter Aircraft 
in order to provide sufficient standard- 
isation. West Germany has even threatened 
to pull out of the radar consortium if the 
Ferranti system is chosen, increasing the 
cost to the remaining partners. 

Although many observers reckon the 
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Ferranti radar does have a slight technical | 


edge, it faces problems which Thomson 


could help resolve. Thomson is developinga — 


radar for France's new combat aircraft, the 
Rafale, and reckons its design and Ferranti’s 
might be amalgamated to mutual benefit. 
One logical arrangement would be to keep 
Ferranti's antenna and transmitter, but use 
the Thomson receiver and data-processor 
(the bit that has usually given British compa- 
nies trouble and which Ferranti still seems 
to be having problems with). If France took 
West Germany's place as the fourth member 
of the radar consortium, it would keep down 
costs. Merging the two radars would not be 
cheap. The common estimate is somewhere 
around £50m. But the French might be per- 
suaded to cough up as the price of entry into. 
this corner of the British establishment. 

—— ÀÓ 
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| International 


GLOBAL BUSINESS INFORMATION AND ADVICE 


China: What Now? 


A Seminar on Trade, Licensing and Investment Issues 


| Beijing, China 
Diaoyutai State Guesthouses, Beijing 
12-16 November 1989 
presented by 


Business International Asia/Pacific Ltd 


in co-operation with 
The International Trade Research Institute 


of China's 


Ministry of Foreign Economic Relations and Trade 
(MOFERT) 


On the eve of the 1990s and in the aftermath of June's tragic events, senior executives responsible for 

- China will want to hear from Chinese economic policymakers and implementers just where the 

country is headed, how they view its future course, and the role they foresee for foreign companies. 

The seminar comes at a critical time, a few weeks after the October-scheduled Central Committee 
meeting sets new policy directions. ` 





- Business International’s seminar will, in our company’s tradition, be aimed at providing the best 
possible communication between policymakers and executives, a meeting among people searching 
- for solutions — NOT an audience convened to receive the current conventional wisdom from high- 

placed authorities. Toward this goal, we'll live and work in a retreat-like environment where we can 


problems and policies that emerge during the discussions. 


Who Should Attend? @ The executive about to be or just recently put in charge of 

China. ..@ The Vice President of International or the Vice President of the Far East with 

headquarters’ responsibility for PRC policy . . . € The strategic planner figuring where China fits in 

overall corporate policy...@ The veteran China executive intent on gauging policy 
trends. . . e Anyone serious about China business prospects. 


Among the organisations that will send speakers to the seminar are several departments of 
MOFERT, the State Planning Commission, the State Council Office for Special Economic Zones, 
the People’s Bank of China, and the State Administration of Exchange Control. 


For further information, registration form and seminar agenda please reply to: 


Mrs Lois Dougan Tretiak 
Vice President & Director, China Division 
Business International Asia/Pacific Ltd 
11/F Mount Parker House, Cityplaza, Taikoo Shing, Hong Kong 
Tel: 5-670491 @ Telex: 74364 BUSIN HX e Fax: (852) 5-8853279 
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put detailed questions to the government speakers and offer opinions, options, and alternatives to 
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Munchkin management 


Many business success stories began in a garage rather than an ex- 
ecutive suite. Academics and managers everywhere are trying to 
learn the lessons of entrepreneurial success 


a HESE are days for Davids 
rather than Goliaths. Until 
recently the industrial landscape 
was increasingly dominated by 
fewer and larger corporations. 
No more. The change goes far 
beyond the success of whizz-kids 
like Mr Steve Jobs, creator of the 
archetypal garage start-up, Ap- 
ple Computer, and Mr Richard 
; Branson, high-flying founder of 
the Virgin entertainment group. 
Little firms everywhere are pros- 
pering at the expense of giants. 

In many countries the average 
size of companies is shrinking. 

' Take America. In 1947, dividing 
output by the number of firms 
produced a figure for the average 
GNP per firm of $150,000 (all fig- 
ures in this paragraph are in 
1982 dollars). By 1980 consolida- 
tion had pushed average GNP per 
firm up to $245,000. By 1987, 
despite the wave of takeovers of 
the 1980s, the average had fallen 
back to $210,000. 

America’s commerce depart- 
ment calculates that average out- 
‘put per firm fell in every industry 
except farming and retailing. So 
the figures cannot be dismissed 
as a symptom of the shift in 
America’s economy from manu- 
facturing—in which economies 
of scale encourage big firms—to 
«service industries where there 

are few economies of scale and 
many little firms. 

Other statistics confirm the 
“trend. Between 1976 and 1986 
"the number of new businesses in- 
-&orporated in America nearly 

doubled while the nation's GNP 
grew by only one-third. After de- 
cades of decline, self-employ- 
ment is again on the rise, as is the 
share of the population em- 
ployed by small firms. 

Nor are the changes confined 
to America. Mr Bo Carlsson of 
Case Western Reserve Univer- 
sity in Ohio says that the average 
size of both firms and factories in 
engineering industries declined 
in-most developed countries be- 
tween 1972 and 1982. Britain's 
"Treasury says that between 1982 
and 1984 the self-employed and 
firms employing fewer than 20 
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people created around Im new 
jobs, more than offsetting some 
750,000 job losses in large firms. 

Studies published a decade 
ago by Mr David Birch of mit 
first upset the then conventional 
wisdom of economic planners, 
by showing that small firms gen- 
erated the vast majority of new 
jobs created in America. Though 
controversy now surrounds the 
accuracy of the statistics Mr 


Birch used, more recent work 
supports his general conclu- 
sion—and the emphasis he 
placed on small firms as an en- 
gine of economic growth. Ameri- 
ca's Small Business Administra- 
tion has found that small firms 
are much more innovative than 
large ones. 

All of which raises two big 
questions for executives and aca- 
demics alike. First, and most ob- 
viously, what is going on and 
why? Second, can the successes 
of small firms provide lessons for 
their bigger brethren on how to 
succeed in the modern world? 


Of mice and money 

Neither question is easy to an- 
swer. Getting a grip on what 
small firms are doing is difficult. 
Big firms document their activi- 
ties and endow chairs in business 
schools to study the records. To 
discover what small firms are up 
to, economists have to plough 





through reams of patchy and of- 


ten inconsistent statistics. 

Much thinking on small busi- 
ness starts with Schumpeter's 
50-year-old idea of "creative de- 
struction”. This holds that sheer 
size makes big firms captives of 
their own success. They cannot 
change as fast as smaller rivals, 
nor do they have as much incen- 
tive to do so. So when opportu- 
nities for innovation pop up, it is 
small firms that tend to seize 
them first. They carve their suc- 
cesses from the monoliths built 
by previous success stories. The 
most successful grow into new 
monoliths, which in turn get 
torn down in the next cycle of 
creative destruction. 

Schumpeter argued that this 
cycle would not continue for- 
ever. Eventually big firms would 
seize the mechanisms for change. 





They would tap economies of 
scale in R&D, and use their mar- 
ket clout to "buy out” the bright 
young men and women who 
would otherwise start new firms 
to challenge the old. Corporat- 
ism, if not out-and-out socialism, 
was inevitable. 

Today's resurgence of small 
firms may make a nonsense of 
Schumpeter's belief in the inev- 
itable triumph of the large. At 
the very least, it suggests that cy- 
cles of creative destruction and 
reconstruction are larger—and 
have longer to run—than was 
once believed. Writing in the in- 
augural (January 1989) issue of 
Small Business Economics, Mr Wil- 
liam Brock and Mr David Evans 
cite several factors which may 
have tipped the balance back to- 
wards the little guy: 

@ New technology. Informa- 
tion technology helps to level the 
industrial playing field by dimin- 
ishing economies of scale. Com- 














































puter-controlléd- machi 
let. small workshops 1 
parts almost as cheaply 
factories. Combining 
with telecoms into ma 
information systems mak 
dle management redunc 
so lets small firms know 
about their markets, an 
tight a grip on their own i 
workings, as big ones. Mr ¢ 
son says he has found that 
engineering industries lea 
the way in adopting comp 
controlled equipment have 


Bouncing currencies, fast 
ing technologies and int 
tional competition can hur 
firm big or small, but in suc 
cumstances the ability to ch 


apart by such turbulence, | 
ones can ride the waves. 
e Demographics. A com 
tion of the baby boom and. 


men with small prise 
day particularly likely to. 
their own businesses to bala 
home life with careers. . 
dotal evidence suggests: 
MBAs are also greater busi 
starters than might be expec 
€ Changing consumer | 
Mass markets are breaking: 
Jaded consumers are increasin| 
put off by the idea of buying th 
same dishwasher, frozen pizza 
stereo as their neighbours, 
ter, they will pay for unique 
up-market products, The res 
is a flood of small compani 
niche markets for everyt 
from ice-cream (Ben & Jerry 
fancy kitchens (Smallbone). 
e Deregulation. The remova 
competition-crushing regulat 
has spawned shoals of minne 
in industries like telecoms. 
ever, as the deregulatioi 
America's airlines shows, sor 
times those minnows are quic 
eaten by bigger fish. 

Though Messrs Brock and: 
ans do not mention it, chan: 
in financial markets have ¢ 
helped small businesses. CX 
such change is the rise of vent 
capital, the business of creat 
new businesses. In the 1 
venture capital was mostly a 
vate sport for the wealth: 
gambled spare riches o 














ANAGEMENT BRIEF - 
"ideas. Today it is an over- 

owded industry which draws 

sh from pension funds, insur- 
ce companies and professional 
nagers-cum-investors. 

Apart from the huge, and fast- 

wing pools of money search- 

g both sides of the Atlantic for 

“w Apple Computers, the most 

luable contribution a venture 

pitalist can give small firms is 
n his connections and ex- 
ience of other start-ups. Ad- 
at, a firm of American venture 

pitalists, helped Alsys, a 

'ench software company, to get 

e executives and offices it 
ded to get an early launch 

to America—before local ri- 
could emerge. 

'The biggest financial boon for 
Il firms is more prosaic. Few 
-ups get the benefit of ven- 

ire capital. They are financed 
informal investments from 

ds. and relatives and bank 
ns. Mr Robert Gaston of the 
oplied Economics Group in 
ennessee says that "informal" 
ity. investors each year put 
r $30 billion into small com- 

E nore than eight times 
much as venture capitalists. 
all firms are also dependent 
bank loans, particularly for 
-today financing. The de- 
tion. of financial markets 
eatly increased the avail- 

ity of bank credit. And in 
erica, at least, when mone- 

' policy is tightened it just in- 
leases the cost of money to 
_ businesses; it does not 


use its supply to dry up as it did 
decade or so ago. 
ize that initiative 
st small firms take no advan- 
at all of their. new opportu- 
s. Butchers, bakers, dry- 
leaners and t-shirt shops 
pically do not grow any larger 
n is needed to provide their 
‘oprietors with a comfortably 
iddle-class existence. The se- 
et.to small firms’ newfound 
ccess seems to be that the mi- 
ority that does grow is becom- 
g larger, and more prosperous. 
"Nobody really knows what 
sort of companies and owners 
nstitute this growth-oriented 
inority, or what conditions 
elp to fertilise their growth. En- 
trepreneurship seems to be a 
ighly local phenomenon. Cali- 
fornia's Silicon Valley is much 
more entrepreneurial than other 
parts of the same state. In Eu- 
rope, Italy’s Emilia-Romagna is a 
hot-bed of growing young firms; 
in much of the rest of Italy indus- 
90 : 








-trial dinosaurs still roam. 


Studies of Emilia-Romagna by 
Mr Sebastiano Brusco of the 
University of Modena explode at 
least one popular myth about the 
conditions needed for entrepre- 
neurs to flourish. Like Silicon 
Valley, Emilia-Romagna relies 
heavily on fast-growing small 
firms to support incomes and 
jobs that are well above the na- 
tional average. Yet its textile, 
leather and engine-part produc- 
ers are decidedly low-tech. Nor 
do they rely on infusions of the 
latest research and. know-how 
from local universities. 

Miss Sue Birley, a professor of 

entrepreneurship at Britain's 
Cranfield School of Manage- 
ment, says that the most impor- 
tant prerequisite for successful 
entrepreneurship is an extensive 
local network of friendships and 
contacts. People must know and 
trust each other. That is neces- 
sary, but not sufficient. The en- 
trepreneur's network must en- 
compass the things needed for 
growing firms to thrive: 
e Money. Dealmakers who fi- 
nance growth, and help entre- 
preneurs buy into and 
get out of new ventures. 
e Skills. Seasoned exec- 
utives with a variety of 
specialities from a vari- 
ety of industries. Ven- 
ture capitalists like to re- 
cruit upper-middle 
managers from big com- 
panies for their start-ups. 
@ Markets. Studies sug- 
gest that small firms do 
best in markets where a 
few big, knowledgeable custom- 
ers buy most of their products. 
Regional policies which encour- 
age big firms to put plants in the 
provinces to fuel local economies 
often fail to promote entrepre- 
neurship because purchasing de- 
cisions are still made back at 
headquarters—out of reach of 
the entrepreneur's network. 

Such networks can take a vari- 
ety of different shapes. In Emilia- 
Romagna, Communist local au- 
thorities sometimes play the role 
of venture capitalist, and loosely 
organised marketing co-oper- 
atives bring products to market. 
Silicon Valley boasts real ven- 
ture capitalists and giant elec- 
tronics firms to provide markets. 

Entrepreneurs take as many 
different shapes as the environ- 
ments in which they thrive. In 
America a list of the 100 or so 
most successful entrepreneurs 
will contain a far greater percent- 
age of people with university and 





them in scientific disciplines— 
than the population at large. By 
contrast, Cranfield’s Miss Birley 
says, the most successful British 
entrepreneurs are on average no 
better educated than the popula- 
tion at large. Perhaps that is why 
Britain spawns more businesses 
like Body Shop (“green”’ cosmet- 
ics) and Virgin rather than Ap- 
ples or Microsofts. 


The empires strike back 


Whatever they attempt, new lit- 
tle firms have one immense ad- 
vantage over their larger rivals: 
they don't know (or care) that 
they may be attempting the im- 
possible or absurd. From per- 













sonal computers (who in 1978 
would have thought they needed 
one of those?) to shops selling 
only socks (when there are al- 
ready plenty of those in depart- 
ment stores), small companies 
have rewritten the rules of busi- 
ness in their own favour. 
Management techniques 
taught in business schools help 
businessmen learn about: the 
risks and realities of existing 
markets. Yet the more that 
schooled managers learn about 
today's markets, the more they 
seem to be bound by today's way 
of doing things. They manage 
risk by playing the odds care- 
fully. Entrepreneurs, by contrast, 
can change the odds by imposing 
their own vision on to the world. 
Apple Computer went from 
fringe venture to Fortune-300 
company in large part because 
Mr Jobs convinced the world of 
his vision of a computer on every 
desk. Until he did so, no. market 


“research would: have given ‘the i 


post-graduate degrees—most of 
personal computer any. chance of 





success—which is why so many 
“well-managed” computer com- 
panies turned down the chance 
to make it. 

So how can big companies 
now respond to the onslaught of 
new ventures and visions frag- 
menting their markets? One ap- 
proach is to fight fire with fire, 
by decentralising their own oper- 
ations. Instead of a vast hierar- 
chy, the idea is to create a big 
corporation from a network of 
small groups—each nimble and 
close to both its markets and its 
people, but combining into a 
whole more powerful than the 
sum of its parts. 

A few have worked this trick. 
One is Mr Pat McGovern's In- 
ternational Data Group (IDG). . 
His company has sales toppin 
$500m.a year from computei 
trade publications and market - 
research. The group is divided 
into over 70 more-or-less auton- 
omous profit centres. 1DG’s fi- 
nancial backing, a centralised 
news service (for publications) 
and database (for market re- 
searchers), plus lots of swapping 
of skills and ideas within the 
group, gives IDG's ventures ad- 
vantages over equal-sized but in- 
dependent rivals. 

Small ventures can grow more 
quickly than large ones. As Mr 
McGovern says, his growth rate 
of 3096 a year would require big 
acquisitions if he were to try to 
add $150m à year ity sales all in 
one go. But adding $1m-2m a 
year to a collection of smaller 
groups is much easier. 

IDG is an exception rather. than 
the rule. Apart from the oft-cite 
success of mM's personal con. 
puter—which was developed by 
an entrepreneurial team working 
outside the corporate hierar- 
chy—most big companies have 
failed in their attempts to act 
small. Instead they have met the 
challenge of increased compe- 
tition by becoming smaller. 

Today's: trend among big 
firms is to spin off “non-core” 
businesses. So instead of employ- 
ing office cleaners on the payroll, 
companies are contracting-out 
to small, independent firms, of- 
ten composed of the same people 
who were previously on the pay- 
toll. The same goes for a variety 
of other jobs, from: product-de- 
signers to the management spe- 
cialists who are replaced by man- 
agement consultants. And so the 
small-firm bandwagon rolls on. 
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Don't forget to ask 
the lender for security. 


No responsible banker will fail to 
investigate a borrower's credentials. But 
who ever stops to look into a lender's 
background? Can't atop quality borrower 
demand top quality capital for his good 
money? 

Indeed, he can. Therefore the discri- 
minating debtor will get a clear reading of 
what kind of security the lender provides 
He doesn't have to delve into research 
A look at a bank's client list will do the job 


Worldwide network of UBS 

Europe: Frankfurt, London, Luxembourg, Madrid, Monte Carlo, Moscow. 

North America: New York, Chicago, Houston, Los Angeles, San Francisco 
Cayman Islands, Calgary, Montreal, Toronto. Latin America: México, Panamá, 
Bogotá, Caracas, São Paulo, Rio de Janeiro, Buenos Aires. Middle East 

and India: Abu Dhabi, Bahrain, Beirut, Tehran, Bombay. Far East: Hong Kong 
Osaka, Tokyo, Singapore, Taipei. Australia: Sydney. Africa: Johannesburg 
Head Office: Union Bank of Switzerland, Bahnhofstrasse 45, CH-8021 Zurich. 
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Or better still: a look at the longevity of its 
client relationships will make the picture 
even clearer. Because a fruitful partner 
ship of experts is fruitful both ways. And 
consistently. 

Which speaks in favour of UBS, 
Switzerland's leading international bank, 
one of only a few AAA banks in the world 


UBS. The bank of experts. 


AYAR One 






Union Bank 
of Switzerland 








“ALTHOUGH 
WE DEAL 
ON 24 
STOCK EXCHANGES, 
TO US 
THERE IS ONLY 
ONE MARKET” 


DAVID BAND, 
CHIEF EXECUTIVE, 
ON 
THE GLOBAL EQUITIES MARKET 





It is no longer sufficient for in- 
vestment banks to offer issuer or 
investor clients advice purely on their 
domestic capital market. 

These days, after all, investors 
are focusing more and more on 
global sector trends. Not just at an 
individual country's investment 
potential. 

That's why, at BZW, we have 
one of the world's largest teams of 
economic, fixed income and equity 
analysts. 

They provide the cross-border 
intelligence on 21 countries and 2000 
companies which backs up our ability 
to value and place securities, and 
support an after market in those 
securities, throughout the world. 

Whether it's bonds, swaps, other 
hybrid instruments or equities, we 
can now produce the right inter- 
national investment package for any 
client, anywhere in the world 

Indeed, we now have the re- 
sources to help industry and business 
treat the world as one market. 

Just as we treat it as one invest- 
ment market. 

To find out how David Band's 
view of the investment market could 
help your business, send your 
business card to him at the address 
below. Or telephone us in Hong 
Kong on 5-8415123. 


BARCLAYS de ZOETE WEDD 
Ld THE INVESTMENT BANKING ARM OF THE BARCLAYS GROUP 


Barclays de Zoete Wedd, Ebbgate House, 
2 Swan Lane, London EC4R 3TS 











- Arespect for the 


ledoneen 


trepreneurto | 


the books that form his private library 





Arespect for his future led him to Merrill Lynch. 


His grandfather began the 
library, his father built upon it, and 
now it is his. He knows that such 
an important legacy must be 
carefully tended. 

He came to Merrill Lynch 
because he knows we look after 
investments with the same kind 
of attention he lavishes on his 
books. 

Through Merrill Lynch Finan- 
cial Consultants, clients have 


easy access to an extensive array 


of investment opportunities, 


©1989 Merrill Lynch 


everything from traditional equity 
and bond markets to Euronotes 
and financial futures. In addition, 
they can call upon a Merrill Lynch 
Private Banker for such services 
as multicurrency deposits, bank 
guarantees, discretionary port- 
folio management and securities 
financing. 

And that's perhaps what appeals 
to this entrepreneur and book 
lover most: the unique partnership 
of private banking and investment 
services available from the same 


capable source. 

To find out how Merrill Lynch 
can put a whole library of financial 
opportunities within your reach, 
call your Merrill Lynch Financial 
Consultant. Or write in complete 
confidence to Nancy Meyer, Merrill 
Lynch, St. George's Building, 12th 
Floor, 2 Ice House Street, Central, 
Hong Kong, Tel: 852-5-8445768 


OS Merrill Lynch 


A tradition of trust. 











. FINANCE 


. The shadow over London's 
Stockbrokers 


= For how much longer can the City of London's old.style share analysts and 
stock salesmen survive? 


SOME of the City's biggest securities 
AJ firms—Warburg Securities, Kleinwort 
Benson, County Natwest WoodMac—are 
again reaching for their chequebooks: to re- 
| ,,meat-a previous mistake. They are hiring 
v^ Pre share analysts and salesmen to cram 
“among their already overcrowded and over- 
paid trading-floor staff. 
Most of the big houses say that a domi- 
nant market share in British equities will be 
the key to oligopolistic profits as soon as 
trading volumes pick up from today's “de- 
pressed" levels. They believe that a cosy 
market-making oligopoly—of no more than, 
say, eight London firms—will be the prize 
for those securities houses that tough it out. 
They assume the way to keep in that eight is 
to build market share, through a research- 
driven sales force flogging ideas to ever-ea- 
ger institutions. Such thinking is flawed. 
First, any oligopoly will be fiercely com- 
petitive. It will have to be. Privately, James 
Capel, an agency broker with the largest 
share of customers for British equity busi- 
ness (8-9%), says it would set up a market- 
maker if it sniffed a cartel in the air. 
Next, the bigger the firm, the more 
stly its oligopolistic position is to main- 
cm tt: Mr David Band, the chief execu- 
tive of Barclays de Zoete Wedd (Bzw), 
says that a dealer with a dominant 
share in: Britain's most internation- 
ally traded shares—eg, Glaxo or Jag- 
“uar—lacks. vital market informa- 
tion if it does not have expensive 
operations in New York and To- 
kyo. Ifa big London dealer in Brit- 
ish Petroleum misreads the senti- 
. ment of, say, American investors, it 
risks losing millions in illjudged posi- 
tions. Meanwhile, the small fry—which 
the big fish complain are eating into 
their profit margins—need only a trad- 
ing screen, a lump of capital and 
a pokey office just outside the - 
-. area of highest City rents. 
- "Ihe biggest misconception 
dn the securities firms is about 
importance of their invest- 
ment research. Institutional in- 
vestors. discontent over the 
































































































quality and output of the 3,000 or so a 
lysts in London runs deep. About two-thi 
of all British equity business takes plac 
the 140-odd most liquid “alpha” ste 
most of that in the 30 or so bi 
rally, these stocks are by far the most he 
researched. Ergo, they are also the 
nies about which institutions have least 
learn. In an effort to meet this proble 
some analysts are vying to produce wha: 
of them admits is "instantaneous, low v 
added comment.” This is just what fu 
managers say they do not want. They wo 
like bright investment ideas and in-depth 
search on less well-covered compan 
—such as British & Commonwealth, a 
mer high-flying financial-services cong 
erate that fell out of favour after the 1 
stockmarket crash. 
Over four-fifths of the 120 fund mana; 
ers questioned in a survey by Extel, a finan 
cial-information firm, said they felt that 
quality of research was getting worse. T 
houses say they are meeting that by hiri 
more analysts, but more than half their. 
ents told Extel there were at least 50% 
many City analysts already. The quality 
not increase when the best analysts ar 
creasingly expected by their employers. 
shin over Chinese walls and work on m 
lucrative corporate-finance deals. 
While managers’ esteem for anal 
runs low, they have wholehearted contem 
for City salesmen. Although salesmen use 
to have more of a starring role, says a man: 
ager at Standard Life, "their credibility ha 
been massively undermined in full-servic 
firms." Since many institutions, especially. 
the Scottish ones, do not believe in impene 
trable Chinese walls, they distrust .£ 
impartiality of the advice given by salesmen 
and the analysts that stand behind them 
Fund managers are now building up th 
own teams, putting in more jeopardy t 
jobs of analysts at securities firms. Sta: 
Life has ten analysts looking at British co 
panies. The number of institutions’ 
house analysts has roughly doubled s 
Big Bang in October 1986, from 600. 
1,200. : E 


Big Bang, you're dead 


These trends alone probably signa 

the end of old-style stockbroking i 
London. Two more nails may be about to f 
driven into the coffin: indexation (or 
sive investment) and the use of derivativ 
When pension funds try actively to pic! 
stocks, they seem to underperform thei 
best-known local stock index, sucha 
SE 100, about 70% of the time: Green 
Associates, an American market co: 
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y, reckons that a fifth of Britain's 
estic-equity pension funds are 
passively managed. That propor- 
: could swell dramatically. In 
America, half of the 200 biggest pen- 
jon funds use indexed funds. 
Indexation, with its lower manage- 
ment fees, spells trouble for active (ie, 
stock-picking) fund managers. It also 
means less research-driven commis- 
sion for brokers. 

The use of derivatives, especially 
b y actively managed funds, is balloon- 
ing. The main growth in derivatives is 
jin over-the-counter instruments 








= 


ernment bonds and foreign ex- 
change; those products do not have 
costly armies of analysts to back 
them. Yes, if they relearn the art of 
innovation that years of cartelised 
business has led them to ignore. Yes, 
if they provide what their institu- 
tional clients want: suggestions for in- 
vestment opportunities; a greater at- 
tention to funds’ performance using, 
eg, quantitative analysis to help 
match risk and return; building 
customised packages of derivatives 
and the like to help funds restructure 
their portfolios; and offering their 


proprietary-trading services, eg, arbitrage. 
Is the death of the London stockbroker 
exaggerated? He thinks so. Big full-service 


managers—County NatWest Investment 
Management, Standard Life, Mercury Asset 
Management and Postel—are keen users of 


"(such as index warrants) and in tailor-made 
options stitched together to suit the needs of 
a particular client. Few London brokerage 


‘houses (with notable exceptions, for exam- such derivatives. They say they will usethem brokers guess that, though times are hard, 
ple, James Capel) are grasping the opportu- much more when the Inland Revenue clari- — institutions will next year renegotiate the 
nities. fies a few uncertainties over tax. cut-throat commissions (of 0.2% or less on 


equity deals) currently bleeding the Cir 
Like all cheery purveyors of second-ha: 
goods, he says things will be all right in the 


Can London brokerage houses survive 
and thrive in this changing world? Yes, if 
they take the glamour out of trading in the 


.. Most of the running is being made by 
innovative wholesale and investment banks, 
‘such as America's Bankers Trust, J.P. Mor- 








gan and Morgan Stanley. On the clients’ biggest and most liquid of stocks. They end. The end? 

side, some of the go-ahead fund should treat these much as they treat gov- 

pa i . 

| Japan's big four move over | 
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. Yamaichi) is weakening. The 


OR the first time in 20 years, Nomura 
Securities’ share of turnover on the 


Tokyo Stock Exchange has fallen below 


1096. Last month Nomura, which is Ja- 


. pan's and the world's biggest securities 


house, accounted for only 9.696 of trading 
volume on the exchange. 

A monthly figure is only a straw in the 
wind, but this is one more sign that the 
old oligopolistic domination of 
share trading in Japan by Nomura 
and the other three big securities 
houses (Daiwa, Nikko and 


change flows partly from design 
and partly from circumstance. 

The combined trading volume 
of the big four in September was 
34% of the total, a share that would 
make the mouths of any foreign 
broker water, but one that was 
down six percentage points from 
last March. The big four have long 
been accustomed to a market share 
of 40% or more. Take into account 
the share transactions handled by 
their small-securities-company affil- 
iates and they have had something 
in excess of a 60% market share. 
That has given them considerable 
sway over the market and the means, per- 
ish the thought, to ramp the price of a par- 
ticular share should they so choose. 

Japan's big four make their money 
from commissions on equity trading (still 


fat and fixed in Tokyo). The temptation is 
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Oligopoly? What, us? 


for the securities companies to generate 
commission-earning volume by using 
their market clout to bat shares up and 
down with whatever theme takes their 
salesmen's fancy. 

Last November an advisory committee 
to the then prime minister, Mr Noboru 
Takeshita, partly prodded by public criti- 
cism of the big four's "excessive" profit 





(Nomura was the most profitable com- 
pany in Japan last year) told the finance 
ministry to look into what amounted to 
oligopolistic control of the market by the 
. big four. In July the Securities and Ex- 


- change Council, an advisory committee 


from the finance ministry's securities-in- 
dustry side, was charged with recommend- 
ing ways in which the finance minister 
could ease the companies’ oligopoly. 

Finance-ministry officials, always anx- 
ious to take the securities industry down a 
size or two when they think it is getting 
too big for its slippers (which is all the 
times when they are not reliant on the big 
four to support Tokyo share 
prices), used their powers of "ad- 
ministrative guidance" to restrict 
any securities house from handling 
more than 3096 of a given stock's 
trading volume in any month. At 
the same time, to defuse the issue, 
the companies have been con- 
centrating more on bond dealing 
and other non-broking business. 

The commercial banks are 
pushing hard to be allowed into se- 
curities as Japan overhauls its finan- 
cial system. The securities houses 
have been diversifying at home and 
abroad into "non-bank banking" 
in the expectation that fixed com- 
missions would eventually go in a 
deregulatory free-for-all in the early 
1990s. But the diversification has 
developed more slowly than they 
had hoped. The big four will not want to 
give ofhcialdom any pretext for allowing 
banks into stockbroking, at least until the 
securities firms are ready for them—even 
if that means settling for a looser hold on 
the market. 
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MS British companies can face 
1596 bank base lending rates with 
near-equanimity. Overall, British compa- 
nies have net debts of £50 billion ($77.5 
billion). So the latest 196 rise in interest 
rates costs companies about £500m a 
year. Although interest rates have dou- 
bled since May 1988, the cost of that 
whole increase amounts to only 31596 of 
companies’ £96 billion annual income. 
Big British companies will suffer least, 
for two reasons. First, the sobering effect 
that high interest rates are supposed to 
have on British demand will affect only 
around half their business. Almost 45% 


_of the earnings of Britain's biggest compa- 
“nies listed on the stockmarket (those in 


the FT-SE 100 index) come from overseas, 
mostly America. Even if British exporters’ 
profits suffer the same fate as American 
corporate profits—which have fallen by 
10% in the past six months as the Ameri- 
can economy gently weakened—big Brit- 
ish companies will still have a consider- 
able and (if sterling weakens) more 
valuable cushion for protection from a re- 
cession in Britain. 

The second reason why the chairmen 
of the big companies can shrug off rising 
interest rates is that they are now running 
more profitable businesses. In 1980, when 
interest rates touched 17% and corporate 
liquidity evaporated (companies’ debts 
outweighed their financial assets almost as 
much as they do now), Britain's compa- 
nies were in a mess. Their average return 
on capital was only 396; now they deploy 
their capital four times as effectively. That 
should help them cope with interest rates 
that are now the highest they have ever 
been in real terms. 

Most small, unincorporated compa- 
nies are also able to cope with high inter- 
est rates. Mr Christopher Johnson, chief 
economic adviser to Lloyds Bank, points 
out that on average such small firms have 
as much cash as they Have debts. 

The problems lie with small- to middle- 
sized companies that are quoted on the 
stockmarket. The most vulnerable small 
companies are those which have a market 
capitalisation of less than £20m ($31m) 
and have borrowed two or three times 
their value. Banks can allow these compa- 
nies to fail without slighting either their 
balance sheets or their profits. 

The failure of bigger but equally highly 
geared companies, such as Lowndes 
Queensway, a carpet and furniture re- 
tailer, would do more damage to banks. 
So the banks do not let such companies 


High British interest rates will hurt ambitious small companies the most 
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go. Rather than write off less than £150m 
in loans to Lowndes Queensway, the 
banks which financed the company pre- 
ferred to throw in another £18.5m to tide 
the company over a slump in sales. They 
did much the same with another furniture 
retailer, Mri, which has around £500m of 
debt. That bail-out cost the banks £33m. 
The chart shows. how investors have 
rated small quoted companies during a pe- 
riod of rising interest rates. However, the 
higher interest rates go, the more likely 
are ambitious and highly geared small 
companies to be affected. The Hoare 











Govett index of small firms is heavily 
ballasted with duller, family-run compa- 
nies often manufacturing capital goods. 
They account for almost a third of the 
companies in Hoare’s index, compared 
with only 18% for the Fr-Actuaries All- 
share index. So far these companies have 
not been much affected by dearer money. 

Others have: Small companies that 
have misjudged the economic cycle, by 
borrowing heavily to expand just as de- 
mand falls, have been knocked sideways 
and, in some cases, out. Property compa- 
nies that borrowed to buy and develop 
land are particularly exposed to rising in- 
terest rates. These debts become danger- 
ous when a company’s income dries up. 
One Docklands developer, Kentish Prop- 
erty, had borrowings that were over four 
times its market capitalisation when its 
creditors foreclosed. 

Another highly-geared property com- 
pany, Fairbriar, has tried to dodge a fate 


similar to Kentish’s by switching 
building homes in the south-east 
seeing its sales fall by 25-30% in the fi 
third of the year) to commercial-prop 
development. 

A collapsing property market will ines 
itably knock into the construction indus- 
try. Although there is no sign of this yet— 
builders in London and the south-east are 
still hiring cranes and labour—there are 
worrying signs. Construction companies 
and building suppliers, such as timber 
merchants, are already highly geared. Pay- 
ing off those debts when business dries up 
could become a problem. 

Property companies are not the only 
ones that are vulnerable. Small companies 
supplying large retailers have suffered 
more directly than the retailers them- 
selves. High interest rates have discou! 
aged spending sprees and have depressed 
retailers’ profits. For example, Next, a go- 
go turned gone-gone clothes seller, re- 
ported profits for the first half of the year 
down by almost 50% to £16m. The slo 
down has hurt the retailers’ dependants 
even more. Ask Sharp & Law, a fitm of 
shopfitters. It had borrowed five times its 
market capitalisation (or 184% of its op- 
erating income) when it called in the re- 
ceivers. Its problem was maintaining its 
cashflow. , 

The higher interest rates go, the more 
likely big companies are to delay payments 
to small companies. The advantage of pay- 
ing promptly—quick “just-in-time” sup- 
ply of goods and services becomes adis- 
advantage when a recession is looming. 
Britain's large private companies are no- 
toriously slow payers and several big 
quoted companies have little compunc- 
tion about squeezing smaller suppliers by 
delaying payments to them. Other compa- 
nies will become slower payers as they see 
the attraction of holding on to cash which 
earns 15%. 

Small companies cannot retaliate, for 
two reasons. First, they often do not have 
sufficiently cunning financial controls t 
detect the outflows of cash. Their manag- 
ers tend to think more about winning the 
next contract than maximising their prof- 
its from the present one. Secondly, they 
can be bullied into paying up by the threat 
of bankruptcy proceedings from the big- 
ger firms. Small fry's threats do not carry 
the same weight. : 

The vulnerability of small companies 
will increase if interest rates rise further. © 
The danger then will be that the banks 
will panic and pull the plug on viable small 
companies as well as the over-borrow 
That could deepen any recession... - 
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FINANCE 
London property 


Shaky foundations 


S THE London commercial-property 
AL market about to dive? Savills, a firm of 
chartered surveyors, reckons that the take- 
up of vacated office space in central London 
will be 20% lower in the next 12 months, 
than it was in the past 12. With some 35m 
square feet of office space due to come on to 
the market between 1990 and 1992, no won- 
der property folk are jittery. With loans out- 
- standing of nearly £27 billion ($42 billion) 
to developers, bankers are sweating too. 
Both groups are counting on foreign inves- 
- tors to bail them out. 
The property boom of 
- the past four years is well 
and truly over. The present 
10.4% vacancy rate in the 
City of London is worry- 
ingly high, due largely to a 
- big drop in demand for of- 
fice space from banks, in- 
‘surers and other financial- 
services companies. These 
now account for around 
4096 of total demand, com- 
pared with 6096 in the pre- 
vious two years. Expect 
things to get worse before 
they get better. According 


















to Savills, the vacancy rate for property in 
the City and Docklands could rise to 15% 
over the next 12 months. 

Rising interest rates have added to de- 
velopers' misery. Although the cannier ones 
used caps and swaps to limit their interest- 
rate exposure, those that did not are feeling 
the pain. To make matters worse, British in- 
stitutional investors are getting cold 
feet about property. In the af- 
termath of the 1987 stock- 
market crash, institu- 
tional investors 












rushed into bricks and mortar. Last year 
they put a net £2 billion into property, the 
largest amount since 1982. Pension funds 
and life insurers bought a further £679m- 
worth in the first quarter of 1989. But in the 
second quarter they panicked and sold a net 
£165m of buildings. 

The combination of high interest rates 
and flagging domestic demand has forced 
developers to reassess their plans. Witness 
the uncertainty over the proposed £750m 

redevelopment of the former 
Royal Docks by Rosehaugh 
Stanhope Developments. Mr 
Godfrey Bradman, one of Brit- 
ain's best-known property ty- 
coons, has threatened to with- 
draw his Rosehaugh group 
from what promises to be the 
second-largest project in 
Docklands after Canary 
Wharf, unless the Londe~ 
Docklands Developme 
Corporation agrees to new 


In spite of the gloom, 
talk of a crash on the scale 
of the one in 1973-74 is 
pooh-poohed by property 
men. Property bulls—or 
owners trying to talk the 
market up—deny that Lon- 
don is being overbuilt. 


They are half-right. Though 








| Downturn down under 


SYDNEY 


RITISH house buyers, struggling to 
| pay the just-increased 14/296 interest 
|| rates on their home-purchase loans, 

should spare a thought for home buyers in 
|| Australia. They face record mortgage 
rates of 17-1896. That is the highest rate in 
any industrial country—and Australians 
do not even get the British perk of tax re- 
lief on at least part of their mortgage-inter- 
est payments. 

It has been pretty brave of Mr Bob 
Hawke's Labor government to stick to his 
dear-money policy, since Australia has 
one of the highest rates of owner occupa- 
tion in the world. Three out of four Aus- 
tralian households own their homes, ver- 
sus about two-thirds in Britain. The 
dream of every immigrant to Australia is 
— || to have a place of his own, but it is being 
thwarted as first-time buyers are priced 
out of the market by record interest rates 
and (until recently) soaring house prices. 

Whereas 9596 mortgages are common 
in Britain, Australian home buyers are 
rarely lent more than 8096 of the value of 
a property. Even so, the average monthly 
payment of a first-time buyer has jumped 
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to a record 4196 of household disposable 
income, from 2896 in 1986. In Sydney 
monthly payments absorb more than half 
of disposable income. The lucky ones are 
the one-fifth of home buyers whose mort- 
gages pre-date the deregulation of the 
home-loan market in 1986: they still pay a 
fixed rate of 13.596. 

Over the past year the Australian gov- 
ernment has forced up interest rates to 
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Dream home, nightmare payments 
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cool an overheating economy. The tem- 
perature in the property market had been 
close to boiling point, raised by greater 
competition in the home-loan market 
since deregulation, lower interest rates 
two years ago, and strong underlying de- 
mand for homes as a generation of Aus- 
tralian baby-boomers came of house-buy- 
ing age and immigration increased. 

Average house prices rose by two- 
thirds in the two years to June 1989; in the 
previous six years they had fallen almost 
2096 in real terms. The average house in 
Australia now costs more than five times 
average earnings, compared with a ratio of 
just over four in Britain and America. 

In Sydney prices have doubled in the 
past two years. In 1986 a house in Sydney 
cost roughly the same as a comparable one 
in Canberra and not much more than one 
in Melbourne; today the price of the aver- 
age Sydney house, at  A$210,000 
($150,000), is almost double that in the 
other cities. 

Yet the law of gravity still works down 
under. High interest rates have started to 
bite. New housing loans are down 50% on 
a year ago; and in the past three months 
prices have tumbled by between 10-20% 
in the yuppies favourite, Sydney, and 5- 
10% elsewhere. 














We doubt it For the time being, international 
companies like yours will continue to suffer the 
inconvenience of separate currencies in every major 
market in the world. 


Companies operating in multiple countries face 
3ignificant currency conversion problems, like when it 


|. comes to consolidating accounts from New York, 


Tokyo and London How great an obstacle this is 
depends on your choice of financial management 
software. 


To receive a report on the financial management 
alternatives adopted by international companies, just 
clip your business card to the coupon. It could change 
your outlook on the world. 
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new generation of high-speed milling machines and machining technology reduces the time required 


make radar antenna assemblies by 700 percent. The computer-based machines, deve 


ghes Aircraft Company and Matsuura Machinery Corp., operate with 100,000 revolution per minute 
indle speeds and 200 to 600 inch per minute material feed rates. At these speeds, only 900 hours are 
ired to machine assemblies that require 6700 hours with older generation milling equipment and 
chnology. The machines are also equipped with an integral probe that measures critical dimensions 
ring the milling process and verifies that they are within specifications, eliminating the need for 


ae consuming off-line inspection of every part. 































advanced ground-launched missile, with a fiber-optic guidance system, moves into full-scale 
velopment. Under the program, a team from Hughes and Boeing will produce eight fire units and 
iber-optic guided missiles for the U.S. Army. The Non-Line-of-Sight Missile system is an anti- 
copter, anti-armor weapon that uses fiber optic communications technology to send images from 
issile’s seeker and commands from the fire unit over distances exceeding 10 kilometers. The 

le eliminates the need for direct line-of-sight between soldier and target. Under the teaming 


rangement, Hughes will develop the missile. 


night vision system proves its effectiveness in simulated desert combat exercises. The Driver's 
hermal Viewer produces a television-like image by sensing variations in temperature between objects 
their backgrounds, so it is not dependent on visible light for its operation. During night exercises 
onducted by the U.S. Army in the California desert, the DTV allowed combat vehicle drivers to detect 
gh terrain and natural obstacles, and maneuver their vehicles safely at greater speeds than were 
reviously possible, despite smoke, dust, and fog. The Hughes-developed DTV will replace the 
urrently deployed AN/V VS image intensifier, which relies on availablelightforitsoperation. —— 


her yields, reduced costs, and increased flexibility in packaging integrated circuits are being — 
possible by a series of single-point tape-automated bonding (TAB) systems. These systems 
ombine the speed and precision of tape-automated bonding with wire bonding s ability to handle a 
e variety of chip shapes and sizes. While maintaining traditional TAB advantages, the single-point 
'hnique eliminates problems caused by uneven lead height. Multiple and hybrid TAB designs can be us 
onded in a single pass, and single leads can be reworked if necessary. The systems, designed and built 
y Hughes, combine ultrasonics and pin-point laser heating for high speed soldering or bonding of 
dividual TAB leads. 






hybrid lithography process is improving the throughput in the manufacture of advanced hybrid 
 miconductor circuits. The cost-reduction technology was developed by the Hughes/GE team as part 
f the Microwave/Millimeter Wave Monolithic Integrated Circuits Program, being conducted for the 
epartment of Defense. With this process, an electron beam is focused on a gallium arsenide wafer to — 
eate a circuits transistor gate area, which requires line widths of .5- to .25- microns. Faster optical - 
ethods are used to create the remaining, less critical parts of the circuit. The combination maintains 
1¢ tight tolerances necessary for operation at extremely high frequencies while increasing throughput 
ver pure electron-beam lithography. NT % 











For more information write to: PO: Box 45068, Los Angeles, CA 90045-0068 USA 
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there is a glut of office space in the City and 
Docklands, just 2% of the 115m square feet 
fice space in London's West End is va- 
. As a result, 89% of lettings there this 
year were for rents of more than £30 per 
“square foot, compared with 46% in 1988. 
; This increase has done little to reassure 
nervous bankers. According to Mr Peter Ev- 
ans of Debenham Tewson & Chinnocks, a 
firm of chartered surveyors, borrowings by 
property companies from banks totalled 
£26.9 billion at the end of May 1989-—the 
-latest figures available. Loans agreed but not 
~ drawn down could bring the total to nearer 
35 billion, although developers are un- 
ely to borrow more while the market is in 
è doldrums. That still leaves banks with 
: plenty to worry about. At the 1987-88 rate 
of institutional investment, it would take 14 
years to redeem the end-May level of out- 
standing bank debt to property companies. 
1n 1980 that could have been done in a year. 
Fortunately for both banks and devel- 
ts, foreign money has helped to plug the 
“gap. Attracted by the long leases and fre- 
quent rent reviews that come with British 
_ ©: properties, overseas investors have been pil- 
^ ing into the market. Last year they invested 
£1.2.billion-1.6 billion, over four times the 
amount in.1987, That compares with. a net 
figure of about £2 billion for British inves- 
tots. In the first half of 1989 foreigners 
forked out another £1 billion-1.2 billion. 
Swedish and Japanese institutions are in 
«the van. Betting that London will be the fi- 






































nancial capital of an enlarged Europe, they 
spent £1.3 billion-1.5 billion between them 
on British property during 1988 and the 
first half of 1989. The Japanese prefer land- 
mark buildings in prime locations. 
Sumitomo Life, for example, paid nearly 
£81m for Angel Court in the heart of the 
City, and Yasuda Life forked out £140m for 
Riverplate House at Finsbury Circus. 

Swedish investors are not so fussy. They 
have even dared to go where most British 
institutions fear to tread—the Docklands. 
In September Sweden's largest pension 
fund, SPP, teamed up with a big Swedish de- 
veloper, NCC Property, jointly to fund a 
£600m project at East India Dock—the larg- 
est-ever Swedish property development in 
London. Not long after, the Windborne 
Group, another Swedish developer, and 
Wasa Insurance, that country’s third-largest 
insurer, paid Britain’s Abbey Life Property 
Fund more than £50m for offices in High 
Holborn. 

This flood of overseas cash has helped 
London’s property market. Some think 
more may soon be on its way. Richard Ellis, 
another surveyor, reckons there could be as 
much as $465 billion of cross-border institu- 
tional investment before 1992. About a 
tenth of it should go into property and the 
London market should attract a chunk of 
that. But don’t count on it. Britain’s eco- 
nomic woes may deter fickle foreigners. And 
without that wave of investment, property 
folk might be left high and dry. 
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. Italian corporate finance 


Come into the parlour 


IRST America, then Britain and France, 
now Italy. Corporate restructuring is all 
‘~ the rage. Delphi International, a Bologna- 
ed research firm on mergers and acqui- 
sitions (M&A) reckons that the value of deals 
© done this year in Italy will be 26 trillion lire 
($18 billion), 30% higher than in 1987. Add 
in secret share swaps and behind-closed- 
- doors takeovers (both common in Italy) and 
the figure may be closer to 30 trillion lire. 
At first sight Italy is an unlikely hunting 
"ground for predators and unbundlers. 
> Among the big Italian industrial groups, 
¿from Fiat to Ferruzzi, there is a web of 
defensive cross-shareholdings which 
-make the companies almost bid-proof. 
-At the centre sits the spider of 
< Mediobanca, Italy's top merchant 
bank, which has stakes in most big 
firms and is dedicated to the status 
quo. On top of that, the Milan bourse 
is capitalised at $150 billion—equiva- 
*- lent to roughly three-fifths of all the 
M&A deals done in America last year. So 
- why has M&A taken off in Italy? 
<u- Many of the big guns buy and sell com- 
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panies for what they call "strategic reasons". 
For example, Mondadori Arnoldo, one of 
Italy's biggest publishing companies, bought 
L'Espresso, a magazine publisher, for 
$280m. Saffa, a big paper group, bought 
part of Sarrio, a smaller paper firm, for 
$250m. However, most of the deals done in 
Italy are with smaller companies, many un- 











listed and in which the monied estal 
ment has little interest. 








power, pomposity and complacency, does 
only a few big deals each year involvin 
ly's corporate elite, it has left the bigg 
of smaller deals open to 
International reckons th 
350 merchant banks, venture 
consultancies, accountants an 
peddling M&A advice and sc 
business. Small wonder, Fees on 
year could amount to $400m. 
Some M&A specialists have been 
for years—eg, Euromobiliare; the merci 
bank in which Britain's Midland B. 
bought a 45% stake for $74.5m in late 1 
Another old-timer is Sige, the me 
bank owned by Istituto Mobiliare Italiano, 
big medium-term credit institution. Oth 
like the business itself, are newcomers. 
Formed in 1987, San Paolo Finance; th 
merchant-banking arm of Istituto Bane: 
San Paolo, one of Italy's leading comme! 
banks, has had an M&A division for jus 
a year. America's Citicorp also set; 
M&A group inside its Italian corporat 
nance division early last year. The M. 
team at Akros, a merchant bank set uj 
Mr Gianmario Roveraro, a former mana 
ing director of Sige, is even younger. It was 
formed this summer. ; 
Euromobiliare, Sige and Sopaf, anot! 
large investment bank, are probably t 
most successful of the home tea 
Euromobiliare has led a string of deals th 
year, including the sale of Saiwa, the Italia: 
biscuit subsidiary of Rr Nabisco, to Bs 
Gervais Danone of France in a $200m deal 
But foreign merchant banks, such as Brit- 
ain’s Schroders and S.G Warburg, and 
American banks, like Goldman Sachs 
Citicorp, have all nabbed deals. Citicorp 
pulled off its largest deal outside America. 
this year in Italy—the acquisition of Llo 
Italico, an insurance company, by Britain 
Royal Insurance group, for $200m. — - 
Defensive shareholdings among Italy 
corporate elite do limit the scope for ma 
agement buy-outs and leveraged buy-out 
In the past year there have been deals wort! 
a piffling $500m, compared with almost $7 
billion in America and $4 billion in Britain 
The market is dominated by San. Paolo F 
nance and Citicorp, which last year 
organised a $110m management buy-o 
at Rimoldi, an industrial sewing machin 
company—the biggest buy-out yet i 
Italy. 
So far, Italy's dealmakers have had 
trouble-free time. Insider dealing is ri 
and the rights of minority shareholde 
are often ignored when companies d 
deals among themselves. Legislation. to 
deal with these abuses is now before par 
liament. Bankers are sceptical about ther 
ever reaching the statute books. 
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South African debt 


Can't pay, won't pay 


NE of international bankers' least 

favourite tasks is coming around again: 
rescheduling South Africa's foreign debts. 
By next June, South Africa and its bankers 
have to sort out a scheme that will allow it to 
roll over around $8 billion of borrowings. 
Under interim agreements with the banks 
made in 1986 and 1987, South Aírica 
agreed to repay these debts in June 1990. It 
is now unable to. Its reserves barely cover 
the bill for one month's imports. 

South Africa has started to play poker 
with the banks. Its new central-bank gover- 
nor, Mr Chris Stals, has hinted that if South 
Africa does not get a rescheduling it might 
default. That is unlikely. South Africa still 
keeps its quota in the IMF even though the 
Fund's board prohibits loans to the country. 

South Africa already finds it all but im- 
possible to attract new foreign capital. The 
— best it can do is to persuade a few—usually 
European—banks to make lucrative short- 
term loans. These are then repaid before 
they have to be recorded on the lenders' 
- published balance sheets. Defaulting on 
— bank debts would panic these short-term 

- creditors and could push South Africa off 


the list of countries still covered by western 
export-credit schemes. It would also rule out 
any prospect of South Africa refinancing its 
bond issues—ie, the $3 billion of D-mark 
and Swiss franc bond issues coming up for 
repayment in 1990 and 1991. 

The debts South Africa needs to refi- 
nance are the remains of the $14 billion in 
short-term debts it “froze” in 1985. The 
country stopped repaying almost all the 
principal but went on paying interest (at 
seven-eighths of a percentage point over 
LIBOR, the banks’ wholesale lending rate). 
Since then, it has allowed bankers two ways 
of thawing out their capital. Banks have 
been most interested in swapping their 
short-term loans for 92-year medium-term 
ones with higher interest rates and upfront 
fees, on which principal will begin to be re- 
paid five years after the loans have been con- 
verted. At least $4 billion of debt—includ- 
ing $670m from Citicorp, America’s biggest 
bank—has been swapped in this way. 

The second, less popular method has 
enabled banks to swap loans which are val- 
ued in commercial rand for financial rand. 
The financial rand trades at a discount to 




























NEW YORK AND TOKYO 


OMMISSION-hungry art dealers are 

doing the rounds among Tokyo’s 
rich company bosses trying to negotiate 
the ultimate broking — deal—selling 
“Irises”. Not gift-wrapped flowers but the 
painting by Van Gogh. It was bought (in a 
manner of speaking) by Mr Alan Bond, an 
Australian entrepreneur, at a Sotheby’s 
auction in New York in late 1987 for al- 
most $54m, the highest price for a work of 
art. Japanese who have been ap- 
proached say the asking price is 
now $65m. Mega-wealthy some 
Japanese may be; mega-stupid, 
they are not. 

Japanese companies are re- 
luctant to buy, because of criti- 
cism in the Japanese press, as 
well as official disapproval by Ja- 
pan's Ministry of Finance, when 
Yasuda Fire and Marine, an in- 
surance company, paid a then 
record $39m at an auction for 
“Sunflowers”, another Van 
Gogh painting, in early 1987. 
The view then expressed was 
that this was the worst sort of 
conspicuous consumption. 


The cash-strapped Mr Bond 


All this over a bunch of flowers 


Say it with cash 


the commercial rand and is used by foreign 
investors to buy South African shares and 
bonds. This sort of swapping may have con- 
sumed around $500m of the debt. Repay- 
ments of debts totalling 13% of the $14 bil- 
lion make up the bulk of the balance. 

Each bank will have to agree its re- 
scheduling directly with the South 
Africans.This makes each creditor vulner- 
able to pressure from the anti-apartheid 
lobby. In August Commonwealth leaders 
urged South Africa’s creditor banks to 
charge the country the highest possible in- 
terest rates on any rescheduled debt. Expect 
them to brow-beat bankers again at the next 
Commonwealth summit in Kuala Lumpur 
on October 18th. As a sop to the lobby, the 
banks may try to extract more cash in the 
form of repayments from the South Afri- 
cans than they did in earlier standstill 
agreements. 

In return for repayments—perhaps of 
around 25-30% of the remaining prin 
pal—the banks will probably offer to exte... 
the standstill deal for another five years. Un- 
less South Africa agrees to some sweeping 
political changes there is no prospect of it 
raising fresh cash. The country needs it. Its 
R7.4 billion ($2.7 billion) of reserves barely 
allow it to manage the normal leads and lags 
of exports and imports. 











needs to sell “Irises” because (like so 
many other assets) he does not own it out- 
right. He negotiated a $27m loan (half the 
cost) with Sotheby's financial-services di- 
vision, which lends money against art. Mr 
Mitchell Zuckerman, president of 
Sotheby's Financial Services, says Mr 
Bond approached Sotheby's before the 
auction to ask what the terms would be if 
he was the successful bidder. Agreeing the 








loan before, rather than after, the auction 
was an important statement of belief in 
Mr Bond. For at the end of 1987 
Sotheby's had lent a total of $80m against 
works of art. Mr Bond's loan therefore 
then represented nearly 3496 of Sotheby's 
total exposure. 

Mr Zuckerman calls the Bond loan an 
"extraordinary deal" but one “perfectly 
within our lending policies and prac- 
tices.” It is a secured loan where 
Sotheby's has full control of the collateral, 
though the terms have not been disclosed. 
(Sotheby's normally charges prime rate 
plus 396.) The loan is up for re- 
negotiation at the end of the 
year—Sotheby's only commit- 
ted itself to lend the money for 
one year at a time. 

This doubtless explains the 
desire to sell the painting, 
though Sotheby's says Mr Bond 
has now "significantly reduced" 
the amount of the loan out- 
standing. The loan on “Irises” 
still represents a chunky share 
of Sotheby's total art loans at 
June 30th of $158m. Meanwhile 
“Irises” is thought to have been 
moved from an exhibition in 
Perth, where Mr Bond lives, to 
somewhere in Switzerland. On 
ice, presumably. 
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de Zoete Wedd, explains the way in which a 








or the Barclays Group. 





INTEGRATED 
INVESTMENT BANKING - . 


Competitive and effective 


Now that we can look back on the 
London stock market’s Big Bang 
with the advantage of three years’ 
hindsight, it is possible to discern the 
*mportant strands of development. 

n 1986 non-members of the Stock 
Exchange were allowed to buy and 
become member firms, which were 
themselves permitted to act as both 
brokers and market makers. The 
economics of participating in the 
London market were revolutionised 
overnight by the decision to abolish 
fixed minimum rates of commission 
on bargains. 


These changes opened up such a wide 
range of choice that we were bound to 
see a correspondingly wide variety of 
Strategies being adopted by those banks 
and securities houses which felt they 
had to take up a position in the London 
financial scene. That duly happened, 
and the sequel has been equally predict- 
able: a huge spectrum, from the highly 
successful to some disastrous failures. 


We at Barclays de Zoete Wedd 

(BZW) count ourselves one of the 
successes, but we are not complacent 
about the uncertainties which continue 
to be present in such a deregulated and 
competitive environment. Since Big 
Bang we have increased our market 
shares in the traditional areas of our 
business, become a market leader in 
sectors such as commercial paper, cor- 
porate bonds and swaps, and signifi- 
cantly internationalised our service to 
cross-border equity investors and 
issuers. We have been profitable - £33 
million pre-tax for the whole of 1988 
and £42 million for the first six months 
of 1989. 


There are worthwhile rewards to be 
reaped from offering the broad selection 
of services with the backing of a net- 
work of offices across the world. But 
one of the prime lessons of the past 
three years is that there is no final 
solution to the problems which confront 
the participants in the market. It is, 
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rather, an ever-changing challenge. 


What we are seeing in London, and will, 
I think, see in Tokyo, is the 
development of a few large integrated 
multi-service groups — a distinctly 
different arrangement from the classic 
universal bank that can be seen most 
clearly in Germany or Switzerland. We 
think that the structure we have adopted 
is the most appropriate for equity- 
related activities, especially corporate fi- 
nance, which lies at the heart of our 
service to the corporate client. 


At the time of Big Bang we felt that, 
unless Barclays was fully capable in the 
securities business, we would be at a 
severe disadvantage to those who would 
have that capability. So it was a question 
of how we achieved the qualifications to 
reach that position. We assessed what 
Barclays’ major corporate customers 
wanted from their bankers, given that 
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E MERCHANT BANKING 
r compliance systems work on a mixture 
f individual discretions and well docu- 
mented controls, but like any other systems 

hey really depend on our employing the best 
ind most reliable people,” said John 

dovan, chairman of BZW's Merchant 
anking Division, commenting on this 

ential aspect of his business. 


orate finance, which in the UK is split 
ito merchant banking and corporate 
Ockbroking departments, is often the main 
int of contact between a corporate client's 
‘management and the BZW group. 


€ departments advise on the implementa- 
1 of corporate fund-raising, on acquisi- 
ns and disposals and on almost any major 
iness decisions which could affect share- 
ider attitudes to the client. Some relation- 
ips startat the time a company is first 
inking of “going public", others when an 
gady listed company is seeking a replace- 
ment or additional merchant bank or 
stockbroker. The 120-strong corporate 
finance staff regard their mainstream target 
business to be with companies either worth 
more than £100 million or capable of 
growing to that size quite quickly. A 
specialist Financial Advisory Unit looks after 
he needs of smaller and medium-sized 
Companies with ambition to grow. 


Another specialist group is the Public Sector 
nit which is advising on Scottish Electricity 
tivatisation, on Northern Ireland Electricity 
and Merseyside & North Wales Electricity, 
and also Anglian Water Authority and Short 
Brothers. “Privatisation is a big international 
-business;" said Padovan, “with opportunities 
for expansion as the rest of the world catches 
up with the UK." Mandates have already - 





edge partly through being in the Barclays 


Yodern integrated investment bank isa broker, market maker, financier, 

er and investment manager rolled into one. It is a complex operation, but one 
_can offer the breadth of service that many corporate clients demand as business 
omes increasingly global. Here we take a close look at the four key divisions of 
X, to see how they fit into that pattern. 


been obtained in the Far East and Aus- 
tralasia as well as in southern Europe. 


BZW now has corporate finance operations 
in seven of its offices outside the UK. 


Corporate stockbroking is still handled in 
London under the name “de Zoete & 
Bevan". As well as being the link between a 
listed company and The Stock Exchange 
and with institutional shareholders, this 
department will advise on timing, pricing 
and the general tactics of any corporate 
transaction. Increasingly de Zoete & Bevan 
works with the BZW merchant bankers in 
providing an integrated corporate finance 
service, but most of its client relationships 
are still in tandem with outside merchant 
banks. Similarly, many of BZW's merchant 
banking clients work with outside brokers. 


Despite its small staff of under 30, de Zoete 
& Bevan is one of the top four corporate 
broking firms in London. It is joint or sole 
broker to about 150 listed companies, from 
the giants like BAT, GEC, RTZ and 
Unilever to a host of smaller companies, and 
as such can draw on the expertise of the 
equity and fixed income sales and research 
specialists in BZW Securities. 


Barclays Development Capital provides 
equity capital for growing private companies 
and is a leading financier of management 
buy-outs. It now has over 80 equity holdings 
and, in addition to its own resources, 
manages funds of some £50m for clients 
who wish to participate in the MBO market. 


The Banking Department of BZW, an 
Authorised Institution under the Banking 
Act, arranges finance for acquisitions, 
property, leveraged buy-outs, sometimes on 
limited recourse basis, and other major 
corporate transactions. 


Padovan explained: "We have a competitive 





Group with the muscle and corporate 
connections that this brings. Also important 
is our access to BZW's top-quality research 
analysts who bring to our corporate team 
much sharper industry knowledge than many 
of our competitors can command. To advise 
a client we believe that you need to under- 
stand not only its individual strengths but 
also its business sector generally. 


“Working within a major international in- 
vestment house also brings with it a healthy 
realism as to what the market will bear when 
guiding a client towards its best course of 
action." 


[3 FIXED INCOME 


While there have been nine withdrawals 
from Britain's government bond market 
since Big Bang, few securities houses have 
taken the opportunity to counter the contrac- 
tion in gilt-edged securities by creating a 
completely new market. 


But that, in effect, is BZW's achievement in 
lead managing the issue of £250 million of 
21-year debt on behalf of Guaranteed 
Export Finance Corporation (Gefco), the 
funding vehicle for the UK's Export Credits 
Guarantee Department. Gefco is a govern- 
ment agency, but ranks as a private sector 
company even though the bond is guaran- 
teed by the British Government. 


“In trading terms, that means that the new 
bond lies between gilts and sovereign and 
supranational issues,” Stephen Rumsey, a 
managing director in BZW Fixed Income 
Division, said. “In pricing the issue we were 
stepping into the unknown,” he added, “but 
fortunately it was launched into a market 
showing strong demand for top quality 
names so the issue went particularly well”. 


Gaining the lead management of this 
innovative issue and for issues by the World 
Bank and European Investment Bank is 
indicative of BZW's determination to widen 
the ‘halo effect’ of its status as a leading 
trader in the secondary market. Capital 
Markets Origination Units in London and 
New York advise on and lead manage com- 
panies’ corporate bond issues and commer- 
cial paper programmes, a natural extension 
of Barclays Bank’s corporate lending activity. 


The Division has extended its dealing into 
German, French, Dutch, Australian and 
Japanese government bonds as well as Euro- 
dollar, Euro-DM and Euro-Australian dollar 
bonds. It | s also established: a significant 


















THE BZW WORLD 









LONDON NEW YORK TOKYO 
AMSTERDAM GUERNSEY SEOUL 
AUCKLAND HONG KONG SINGAPORE 
BANGKOK MADRID SYDNEY 
BIRMINGHAM MANCHESTER TAIPEI 
CHICAGO MELBOURNE 

EDINBURGH PARIS 


For further information please contact: 
BARCLAYS de ZOETE WEDD LIMITED 
Ebbgate House, 2 Swan Lane, 
London EC4R 3TS 

"el: (0)1 623 2102 
or any BZW office 


presence in London, New York and Tokyo 
in the market for private placement of debt 
and structured finance. 


In the US, BZW Government Securities Inc 
has a strong US Government and Govern- 
ment agency trading desk and Government 
Security financing desk, backed by highly 
regarded research and sales capability in 
New York, London and Tokyo. 


The Division manages the swaps business on 
behalf of the Group, trading as Barclays 
Swaps in a truly 24-hour operation as the 
book is moved around the world. Since its 
inception in 1987 the swaps team in 
London, New York and Tokyo has strength- 
ened its market position: corporate treasurers 
rank it fourth in the world and the best non- 
US house. 


E EQUITIES 

The Equities Division has a global responsi- 
bility for BZW's equity market operations. 
Its activities centre on the key functions of 
research, providing investment recommenda- 
tions to institutional clients through its sales 
teams, and making markets in equities. In 
London alone BZW deals in the shares of 
more than 1,800 UK companies. 


Equities Division chairman Timothy 
Coghlan said: “International development 
has been the biggest change in the last three 
years. We have stepped up our traditional 
presence in New York, Tokyo and Hong 
Kong and established ourselves in Canada, 
Australia, Singapore and other parts of 
South East Asia.” 


Taking advantage of the deregulation of the 
French and the Spanish stock markets, BZW 
has acquired a controlling stake in leading 
Paris broker Puget-Mahé and has set up in 
Madrid a small but fully-fledged securities 
company, becoming the first British owned 
house with a seat on the Madrid Exchange. 
There is also an office in Amsterdam. 


Though London is a major international 
equities market it sees only about 10% of 
global turnover. For that reason BZW sees 
continental Europe as crucial to its develop- 
ment strategy. “We want to be a truly 
European house,” Coghlan said. 


“Having an international equities network 
means each office can provide its local 
clients with the full range of our global 
equities products,” Coghlan explained. “At 
the same time our analysts covering common 


sectors in different international markets can 
cooperate to provide the breadth of research 
world-class investors and issuers demand. 
And being able to offer distribution skills can 
be a very real advantage in attracting equity- 
related corporate finance business.” 


The international network produces another 
important benefit: BZW is no longer 
dependent on any one market for the returns 
earned on its equities business. 


[4 ASSET MANAGEMENT 
Barclays de Zoete Wedd Investment 
Management (BZWIM) provides investment 
management services for some £16.5 billion 
of institutional investment moncy, covering 
equities, bonds and money market portfolios 
from operations based in London, Tokyo, 
Paris and Madrid. Their sister company, 
BZW Property handles real estate portfolios 
valued at over £500 million. 


BZWIM is the third largest UK pension 
fund management house, and clients range 
from local authorities, corporations, pension 
funds and charities to captive insurance 
companies. They even handle Japanese 
money for the Japanese! 


Overseas expansion has been centred on the 
Far East and Europe, where there is a strong 
network of Barclays Bank branches to build 
on. But the next step is seen as establishing 
an operation in the important US market. 


BZWIM chairman David Acland explained: 
"We use BZW just like any other broker. As 
we are managed separately, there is no 
conflict of interest. But clients like to see you 
are part of a large organisation with good 
financial backing. It helps give them confi- 
dence to appoint us to manage their 
money." 


The firm has broken new ground in index 
funds which track the performance of a 
given market index such as the Dow Jones 
Average or the FT-SE 100. This type of 
portfolio accounts for £5 billion, or nearly a 
third of funds under management 


“We are extending the idea of applying 
statistical techniques to other areas of asset 
allocation and stock selection," said Acland, 
"but we do not think the index fund is the 
total answer: vou still need stock picking 
skills to give a portfolio that performance 
edge. It's all part of using technology rather 
than being mesmerised by it.” 

























ink had traditionally placed a tre- 
ious emphasis on the corporate 

- and wholesale commercial 
iking as it was known in the 1970s 
nger existed. It was very clear to us 
we should plan to be one of the 
gnificant players in the wholesale 

ial market, and get to the high 

id as quickly as possible. 


higher standard of investment banking 


"Ww has the advantage of being part of one of 


service without the danger of drifting 
away from the aims of the parent bank. 


Internally, we wanted to make absolutely 
certain that the standard of service was 
as effective commercially, and as high 
ethically, as the competition's. That, too, 
was more appropriate under our chosen 











world's biggest and most successful banking 


srprises, with one of the most trusted names" 














































‘inevitably meant buying skills we 
not already possess. Barclays 

eady had Barclays Merchant Bank 

d Barclays Investment Management: 

at the Group lacked were the market- 
ing and distributive skills which had 
ously been the preserve of Stock 
inge member firms. We bought the 
— the stockbrokers de Zoete & 

n, and the leading stockjobber, as 
ket: makers were then known, Wedd 
irlacher Mordaunt — and we decided 
pull all those elements together in 

ch a way that we kept all their skills 
adapted them to the new scenario. 


he challenge to the central manage- 

t of BZW was to blend these skills 
n effective team, and at the same 
time develop a structure and systems 
at would satisfy our parent as well as 
irselves. Our solution was to view 
BZW as a stand-alone investment bank, 
but with a mechanism linking us into 
the commercial bank through the board 
of the bank (BZW has four representa- 
tives on the bank's main board and 
ere are three Barclays Bank directors 
n our board) and through the bank's 
irman's Committee. We think that 
in that way BZW is able to provide the 


Barclays Bank Public Relations Department, 54 Lombard Street, Lond 


structure than it would have been under 
the format of a universal bank, where 
everything comes under one roof. There 
is no point in having an investment 
bank unless you are able to be fully 
competitive and can be seen to be fully 
competitive. That can mean making big 
decisions quite swiftly, which in turn 
requires short lines of command and the 
authority to set the wheels in motion 
and make commitments very quickly. 


'To operate in such a fashion it is 
essential for the senior people at BZW 
to have the complete confidence of our 
parent, and I am glad to say that we do 
have it. Within prudential guidelines laid 
down by agreement with Barclays we 
make our own day-to-day decisions. 
BZW operates as a professionally 
autonomous unit, competing for 
business and attracting clients both 
independently of the rest of the Group 
and in close harmony with it where 
appropriate, particularly in providing 
investment banking products closely 
linked to commercial banking services. 


Cooperation is also vitally important 
because we are both constantly having 
to work out how to approach other 


This Briefing has been prepared as a service to everyone interested in finance by 2 
on EC3P 3AH. Tel: 01-626 1567, Ext. 4374 


Member of IMRO 


markets. We each have our own clients,..- 
who want the particular specialist 
services we can separately provide. But 
we also have shared clients, who turn to 
either the commercial bank or the 
investment bank, depending on their 
different requirements at any one time. 
They find this an advantage and my 
guess is that more will follow this 
pattern. A distribution and after-market 
approach also distinguishes us from the 
new issues driven or in-house placement 
strategy of some commercial banking 
competitors. 





BZW has the advantage of being part of 
one of the world’s biggest and most 
successful banking enterprises, with one 
of the most trusted names. We have to 
prove to clients that BZW is as good as 
the competition: well-run corporates will 
not use our services simply because we 
are part of Barclays. So BZW must be 
the best and have the most effective 
people and be fully competitive. And we 
have a duty to protect the Barclays 
name. 


At the end of the day, what customers 
need is a healthy market environment in 
which they feel comfortable and confi- 
dent in asking us to advise them and 
transact business for them. We believe 
that the BZW structure offers that 
comfort and confidence. It is already 
magnetising business to us. For example, 
we have been able to demonstrate to 
companies wanting to raise funds that 
our long experience in distributing and 
trading fixed income and equity securi- 
ties with investors enables us to evaluate 
the most accurate pricing for a new 
issue. 


In markets beset by overcapacity and a 
high rate of change it is unwise to be 
over-confident. Yet we believe that the 
integrated investment bank, backed by 
the resources of a major international 
banking group, is destined to be the best 
at satisfying the broadening needs of 
companies and professional investors. 
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At the Regent, business is 
conducted beneath a 
spectacular ceiling of hand- 
painted silk. For in this 
grand lobby, with marble 
floors and soaring columns, 
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Its been soaked, toasted, ~ 


smoked, combed, crunched, 
drowned, distilled and aged. 


But never blended. 


It takes a lot of work to turn the finest 
quality, fully ripe barley into The Glenlivet’ | 2-year 
old original single malt whisky. 

First, there’s the care in selecting the barley. 
It must be the best because the malt whisky from 
barley selected for The Glenlivet will remain pure. 
Unblended. 

And then there’s the peat. The aromatic, 
slow burning earth of the Scottish moors that dries 
the malt and instills its singular smokey flavour. 

Next, there’s the matter of the water. Not 
just any water will do. It can 
only come from a cool highland 
spring known as Josie’s Well. 


We're not exactly sure why, 


She 
GLENLIVET 


Scotland’s first malt whisky. 


but there’s magic in that water. So we built our 
distillery a short walk from it. 

After twelve long winters and summers in 
oak casks it’s ready. 

Pure malt whisky. Single minded and true. 

We never blend it. And we suggest that 
neither should you. 

That way you'll be able to 








enjoy one of the truly great 
tastes in whisky just as it 


was meant to be enjoyed. 


"The Glenlivet and Glenlivet” are registered trademarks in the UK and other countries. 





° AUSTIN, TEXAS 


UE OOK at it this way: an outfit founded and 
BY paid for by a Texan fried-chicken mag- 
^. “nate hires (among others) a physicist who 
= has -done government-sponsored work on 
J'eXtra-sensory perception. After nine years 
of secretive research it says it has discovered 
that one of the: basic laws of elec- 
tronics can be breached and that 
is $ ideas can revolutionise the 
"world of high technology. That is 
how sceptics would describe the 
activities of Jupiter Technologies 

of Austin, Texas. 

Now look at it another way: a 
pioneering inventor and tech- 
nologist with a distinguished track 
record claims a breakthrough in 
his field. After preliminary investi- 
gations, scientists and officials 
from the CIA, America's armed 
forces and the departments of en- 
ergy and commerce convene a spe- 
cial meeting in Washington to 
look at his ideas. Put that way it 
sounds less cranky. Next week an 
assessment group set up by the de- 
fence department will try to distin- 
guish crankiness from truth. 

The group will be investigat- 
ing what Jupiter's chief inventor, 
Mr Kenneth Shoulders, calls con- 

:ensed-charge technology. Mr 
“Shoulders, who was for four years 
a staff scientist at the Stanford Re- 
search Institute (sri) in California, 
lias invented and developed an ex- 
traordinary mixture of gadgets, 
ranging from tiny radios to backpack flying 
machines. He is best known as the father of 
vacuum micro-electronics, the technology 
that seeks to miniaturise old-fashioned vac- 
"uum tubes to a scale where they can compete 

with the tiny transistors on silicon chips. 

Mr Shoulders thinks he can use simple 
vacuum micro-electronic components to 
compress electric charge in such a way that 
hundreds. of billions of electrons can be 

“packed into spheres one millionth of a me- 
tre across. That should not be possible. Par- 
ticles with the same charge are meant to re- 

pel each other. It normally takes a great deal 

: of force to persuade negatively charged elec- 
trons to cluster together against their natu- 

.. ral urges. Powerful. magnetic fields can do 
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Does Jupiter have new bolts? 


the trick. But it takes relatively large and 
heavy equipment to generate the fields. 

Mr Shoulders's compression devices 
are, he says, simple and economical. His tiny 
nuggets of pure charge, as dense as a solid, 
zip around at one-tenth the speed of light. 





For Mr Shoulders, the patterns of tiny bullet 
holes that are sometimes produced when 
electrons are fired at various materials are 
marks of the impacts of charge-clusters (or 
EVs, as he also calls them). He thinks that 
EVs are in fact quite common—notably in 
the form of lightning, which he considers to 
be made of them. 

How might charge clusters overcome 
the forces of repulsion? One theory (which 
Mr Shoulders himself is not wholly con- 
vinced by) has been proposed by Jupiter's 
resident theoretician, Dr Harold Puthoff. 
Dr Puthoff used to teach at Stanford Uni- 
versity and work at SRI, spending a little of 
his time on extra-sensory perception but 
most of it on pastimes that are more usual 








for a physicist. He is the co-author 
widely used standard text on lase 
thinks that the secret might lie in the Cas 
mir effect. ; 
The Casimir effect depends on apa 
doxical finding of quantum physics: t 
empty space is full of energy, in a form 
cannot be used or even—under notma 
cumstances—observed. This vacuum 
exerts a certain pressure on all matter. Sis 
the pressure is normally the same in all 
rections, it tends not to be noticed. 
ever, when two metal plates are pla 
millionths of a metre apart, they can 
each other from the pressur 
least to a degree. That means 
the pressure is greater on the o 
side surfaces of the plates thi 
their inward, facing surfaces, 
the result that the plates 
pushed together. The force o 
plates gets greater the closer t 
come. That is the Casimir eff 
Dr Puthoff is much. take 
vacuum energy. He has sugges 
that a variant of the Casimir eff 
may be familiar to everybody 
the force of gravity. On.a less cos- 
mic scale, he suggests that the elec 
trons in a ball of condense 
charge may be acting like Casi 
plates, shielding each other fron 
the vacuum pressure. The vac 
pressure would squeeze electron 
into an EV ball, which would 
stopped from collapsing alto 
gether by their natural repulsio 
Dr Puthoff’s explanation | 
some plausibility, but—as he t 
ises—would need much more de 
tail to become enticing. Howev 
leaving aside the whys of the E 
; existence, the hows of their 
would certainly be interesting. , 
*: electronic device that^was ba 
not. on-the- movement of individual. 
trons (as today's devices are) but on the fl 
of dense packets of charge should: be 
faster and mote efficient. The Evs won 
need to travel along wires; they would si 
ply follow grooves etched in insulatin 
terials. Circuits and other basic elec 
devices.should therefore be relatively ea 
make, according to Mr Shoulders. 
grooves would be as straightforward 
ion as those etched in today's compact 
lupiter Technologies has a wish-li 
applications for EVs. They include medi 
X-ray machines the size of a penc 
pany called cai Labs in Schenectady, | 
York says it has already made an Xr 
vice using EV technology), flat-panel 
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nition television displays and all sorts of 
speed communications devices and 
computers. One reason that military agen- 
ies seem especially interested is that elec- 
ic devices using EVs should withstand 
the debilitating electromagnetic pulses cre- 
ated by nuclear weapons. 
-.. The company, which was founded in 
1974 by Mr William Church (of Church's 
Fried Chicken), a rich and retiring amateur 
scientist and chess enthusiast, does not want 
to manufacture anything. It wants to license 
the ideas that it is trying to patent. Will it 
find any takers? If this month's investigation 
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goes well, Jupiter will probably have to fight 
back the applicants, and Mr Shoulders will 
one day be as famous as the inventor of the 
transistor. If it flops, EVs could end up as 
merely the strangest twist in the history of 
the fried-chicken business. 


Unblocking arteries 


Sounds good 


TW RITISH and American doctors working 
DJ in a Sheffield hospital have found a way 
to use the extremely high frequencies of ul- 
ound to unblock arteries. The tech- 
e, which has been used on eight people 
far, is to transmit ultrasound pulses down 
wire in order to clear blockages in leg arter- 
The equipment costs only a small frac- 
on of the price of a laser, the other new 
rument being developed to remove arte- 
al blockages. It just might be the successor 
to coronary- surgery. 

— Dr David Cumberland of the Northern 
"General Hospital in Sheffield was the first to 
se a laser beam to unblock a coronary ar- 
tery, in July 1986, working with a team in 
- Boston, Massachusetts. The trick was to in- 
sert a flexible tube into an artery through 
the groin, guiding it by x-ray imagery to the 
blockage in one of the coronary arteries, 
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then passing an optical fibre down the tube 
and using pulses of laser light to bore a chan- 
nel through the blockage. Then a tube with 
a tiny balloon on its end was pushed into the 
opened-up blockage and the balloon was in- 
flated to widen the channel bored by the 
laser. 

The laser technique has big potential 
advantages over coronary-bypass surgery, in 
which a blocked artery is bypassed by insert- 
ing a section of a transplanted blood vessel. 
The laser treatment needs no general anaes- 
thetic and requires a much shorter and 
cheaper period of hospital care. But the laser 
costs around £40,000. And there is a risk 
that the laser pulse, if it is misdirected, may 
burn a hole through the wall of the artery 
(which could be fatal in the case of coronary 
arteries). This happens in about three in ev- 
ery 1,000 attempts made to treat blockages 
in leg arteries. Most doctors feel laser treat- 
ment is not yet safe enough to use in coro- 
nary arteries, except as a last resort. 

Using ultrasound involves equipment 
costing only around £3,000 ($4,700) and no 
risk of burning holes. Working with Dr 
Robert Siegel of the Cedars-Sinai Medical 
Centre in Los Angeles, and Dr Richard 
Myler of the San Francisco Heart Institute, 





HC 
Dr Cumberland has developed the tech- 
nique using pulses of ultrasound transmit- 
ted down fine titanium wires contained in 
tubes inserted, like those used for laser treat- 
ment, through the groin. 

So far the technique has been used only 
in leg arteries. The pulses are transmitted to 
a tiny metal ball pushed up against the 
blockage, which then softens and breaks up. 
After a hole has been made, it is widened in 
the usual way using a tiny balloon. The team 
in Sheffield have unblocked three out of 
four complete occlusions and four more par- 
tial blockages using this method. 

It seems to have no harmful side-effects, 
so far. But before it can be tried on the 
heart, researchers will have to find a better 
way to conduct ultrasound around tighter 
bends without dissipating too much energy. 
And a more flexible wire will be needed, 
which the American partners in the project 
are trying to develop. 

One promising thought: ultrasor 
pulses seem not only to unblock arteries bu. 
also to soften up the walls of arteries that 
have become hard and rigid. If the tech- 
nique can indeed be used on coronary arter- 
ies, maybe it could be used preventatively, to 
ward off future blockages. 








This morning's computer virus 


Unlucky for some 


EN you turn on your computer this 
morning, you may be in for a nasty 
surprise. You may, that is, if you have not 
already heard about an impending attack by 
one of the more recent strains of computer 
virus called the Datacrime, or Columbus 
Day, virus—and if you do not already prac- 
tise the computer version of safe sex. 

Datacrime, like any other computer vi- 
rus, is a small, maliciously designed piece of 
software whose purpose is to damage com- 
puters or stored data. Datacrime is what is 
known as a "class D” virus, which means 
that it searches for executable files (those 
whose names end in “.cOM” or “.EXE”’) in 
IBM-compatible personal computers. When- 
ever the virus finds such a file, it pops itself 
in. In the case of Datacrime, the virus then 
lies dormant and waits until the computer’s 
internal calendar reads Friday, October 
13th (the day after Columbus Day). 

If a program infected with Datacrime is 
run on or after October 13, Datacrime will 
destroy the computer’s hard disk (if it has 
one). In particular, it will tell the computer 
to erase track zero of the hard drive. Track 
zero, also known as the boot sector, is the 
place in the computer where the location of 
all computer files is recorded. Without this 
information, the operating system is unable 
to tell what data are present and is unable to 
retrieve them. All records stored in the com- 





puter are thus effectively lost. 

Although Datacrime is not the first vi- 
rus designed to attack on a particular date, 
this is the first time that such a virus has 
been discovered in advance. And although 
some last-minute changes were made to 
maximise the damage it causes, users find 
themselves in the novel position of being 
able to see what is about to hit them. 

The original Datacrime virus, cal 
Datacrime 1, appears to date back to March 
1989. According to Mr Winn Schwartau, 
president of American Computer Security 
Industries in Nashville, Tennessee, there is 
good evidence that the virus came from 
West Germany and that at least three people 
were involved in its creation. It is thought to 
have made its way to North America just six- 
eight weeks ago, but because of its ability to 
look for and spread to other programs, it has 
been propagating furiously in the short time 
since. Copies of the virus have already been 
found in the computers of a number of large 
companies in America and Canada. 

Datacrime 1 was designed to evade some 
of the more common anti-viral programs, so 
it escaped detection for quite a while. The 
virus was eventually discovered by computer 
experts at America's National Security 
Agency. On August 31st Mr Schwartau got 
to hear about it; he says it took only a few 
hours to find a way to neutralise the virus. A 
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| Current approaches to collective 
| bargaining 


The papers prepared for an ILO Symposium on 
Collective Bargaining in Industrialised Market Econo- 
my Countries (Geneva, 2-8 November 1987) and a 
Selection of the documents submitted by participants 
are contained in this volume. industrial relations are 
currently evolving in a particularly difficult context. 
Economic constraints, technological progress and 
changes. not only in the composition of the fabour 
force but also in the attitudes of workers, have caused 
workers’ and employers’ organisations to take a fresh 
look "at their role in the process of collective 
pian : 
cb ISBN 92-2-106503-0 — £9.90; US$15.75; SF22.50 
European labour courts: Current 
SSU@S- Edited by Werner Blenk 
abour courts occupy a central role in many industrial 
lations systems, yet publications containing contri- 
"bütions by high-ranking judges, presented in a com- 
‘parative. fashion, are exceptionally rare. This volume 
constitutes an effort to remedy the situation and covers 
| two highly topical issues. The first is that of the internal 
Organisation. and functioning of. labour courts. The 
second is that of disputes concerning termination of 
employment, There have recently been many such 
«disputes and the way they have been handled by the 
- Courts represents a significant element in the effective- 
ness’ of public policies on restructuring and 
"4 adjustment. 
ISBN 92-2-106437-9 £6.60; US$10.50; SF15 
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PROFIT FROM THE BOOM 
. IN EMERGING MARKETS 
Just Published... 
The First Annual 
. Directory of 

Emerging Market Funds 
A professional investment guide to 
over 115 portfolios that target the 
fast-developing stock markets of 

.. Asia, Latin America and Europe: 

'« Identify successful funds 


* Track returns, holdings and dividends 


« Compare fees and expenses 
* Save hundreds of hours of 
research time 
: Special Introductory Offer 
T Price of US$195* 
Includes Quarterly Performance Updates 
|. Kleiman Intemational Consultants Inc. 
|. 80 Wall Street, Suite 818 
E New York, NY 10005 
- Tel: 212-785-1800 / Fax: 212-785-1805 
(i. 5 Telex: 226 608 WALL UR. 


- A Service of MultiMarket Publications Inc. 
* *Offer valid until November 1, 1989 


"With over 1300 entries, this is the 
lar gest print listof Eastern European 
businesses available.. . " 

—Library Journal 


Directory 
of Foreign Trade 
Organizations in 
Eastern Europe 


Includes Import/Export listings 
for Bulgaria, Czechoslovakia, 
East Germany, Hungary, Poland, 
Romania and the USSR 

Second Edition 

ISBN# 0-926476-01-7 

Price: $125.00 

(plus $12.50 shipping outside US) 
Send check or money order to: 
International Trade Press 

2 Townsend St., #2-304 

San Francisco, CA 94114 

(in Califomia add 6 ',, 9b sales tax) 
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Tel: 01-405 5531 
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FOR ALL YOUR 
BOOK NEEDS! 
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library and institutional book 
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thousands of satisfied 
customers worldwide. 
Why not join them? 
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Asia/Pacific Market 


Demo 


Projections of the poy 
and developments in 
28 Asia/Pacific countries 


1990-2000 


ation size 


This report shows you — quickly, clear 
visually — where opportunities for your 
products are waiting in the world's most 
dynamic region. : 

It does so by presenting demographic 
trends, and forecasts, broken down by 
groups through the year 2000. 


Instead of going through stacks of | 
and reports and plodding through mou 
of statistics, you get the vital demographic 
and forecasts you need, in one source, at 
glance. 


4 Good Reasons Why You Need 
This Report 


1. It helps you make better-informed 
decisions about the market potential ft 
your products. The report shows 
current and future sizes not only of total. 
country populations, but also — key 
market planners — of 15 different ag 
groups. 


. It enables you to assess the relative size 
and importance of different markets i 
Asia/Pacific. Each individual country. 
section follows exactly the same outline. 
making it easy to compare statistics and 
trends. Discrepancies among different 
countries’ systems of compiling and 
presenting demographic data have bee! 
ironed out. 


. It covers the entire region in one handy - 
volume. It is an indispensable refere 
and planning tool you can't afford to 
— compatible data for 28 countries in one 
easy-to-use source. 5 


. It saves you time and money. You need | 
to spend only a tiny fraction of what it: 
would cost you to gather all this. 
information yourself. And you can sav 
many days of plodding through stacks of 
reference books and mountains of statisti 
and putting the data into a form that" 
relevant for business. 


Specifications 

* 86 pages 

* Published in April 1989 
* Price: US$225 


1o order, simply attach your business 
card to a photocopy of this advertisement, 
and send them to 


Business 

national 
OM KUIMESS NEONATE ANG RINCE 
Business International Ltd. 
Subscription Dept., 40 Duke St 
London W1A IDW, UK 
Tel: 01-493-6711 Telex: 266353 EIU 
Fax: 01-499.9767 
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commercial anti-viral program called 
VCHECKER was developed by American 
Computer Security and released on Septem- 
ber 10th. Three days later another strain of 
the virus was discovered; called Datacrime il, 
this strain was Datacrime 1 specifically al- 
tered to escape detection by VCHECKER. In 
this war, both sides work fast. 

VCHECKER is designed to allow users to 
add information about new viruses as they 
are discovered. It took less than a day for 
American Computer Security to modify the 
program to handle Datacrime II as well as 
Datacrime 1. The new version of VCHECKER 
was released on September 22nd, and Mr 
Schwartau has sold 50,000 copies to worried 
computer owners world-wide. 

Just how far has the virus really spread? 
Nobody can know for sure before Friday the 
13th, so rumours are rife. Mr Schwartau has 
heard anguished whispers that as many as 
10% of the computers in Holland are af- 
fected. If that is so, presumably the rest of 
Europe could be similarly infested. In North 
America where the virus is a much more re- 
cent arrival, the incidence is probably lower. 

Surviving October 13th does not neces- 
sarily mean you are safe. Mr Mark Ruddock, 
who runs a Toronto-based information-sys- 
tems consultancy specialising in corporate 
databases, notes that the virus can strike at 
any time after October 13th when an in- 
fected file is used. And even if you have es- 
caped Datacrime, he adds, do not be too 
sure that you have not got a more elusive, 
and more dangerous, virus. 

Mr Ruddock notes that although it is 
annoying, the Datacrime virus is not par- 
ticularly devastating. Of more concern are 
the insidious computer viruses that change 
only small bits of data at a time, thus escap- 
ing detection while wreaking slow havoc 
with databases and other tools. What the 
rapid spread of Datacrime does show is that 
as local computer networks and telephone 
links between computers become more com- 
mon, computer software becomes increas- 
ingly vulnerable. According to Mr Ruddock 
the number of known computer viruses is 
rising exponentially. Of the 32 types of vi- 
ruses discovered so far that can infect IBM- 
compatible machines, 18 were discovered 
this year. 

Much of the health advice given by soft- 
ware doctors is faintly reminiscent of advice 
given about another sort of virus: that users 
should be careful about accepting free pub- 
lic-domain software, or floppy disks from 
unknown sources; that they should use only 
legally purchased software, and should try to 
make back-up copies of data without copy- 
ing executable files. Mr Schwartau talks of 
safe sex for computers, and points out that 
programs are available that act like software 
condoms, protecting system files from tam- 
pering. Expect some tasteless jargon to creep 
into computer-speak. 


——————— lil 
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Hurricanes and drought 


By any chance 
related? 


BARBADOS 


AST month’s hurricane Hugo was the 
most intense ever recorded in the east- 
ern Caribbean. Hurricanes have been hit- 
ting the headlines, as well as other things, 
more than usual in the past two years. Gil- 
bert and Joan did plenty of damage in 1988. 
This year’s season has been unusually active: 
Gabrielle, two weeks before Hugo, was al- 
most as intense but zigzagged into the mid- 
Atlantic and so missed the headlines. And 
the season still has another month to run. Is 
global warming to blame? 

There is a link between hurricanes and 
temperature. True hurricanes can form only 
over tropical oceans with a temperature of at 
least 27°C. Some estimates say that an in- 
crease of 1.5'C in sea-surface temperatures (a 
fairly modest projection for the next 50 
years) would mean 40% more hurricanes. 

Yet higher temperatures may not mean 
more hurricanes. Every year there are doz- 
ens of disturbances over the tropical oceans, 
few of which turn into hurricanes. It cannot 
just be a matter of sea-surface temperatures 
that determines which turn nasty. Other 
factors, such as “wind shear” from high-alti- 
tude air currents, are just as important. A 
wind at the top can knock the lid off a devel- 
oping hurricane (which can be 15km high), 
disperse the accumulating heat and stop the 
hurricane from strengthening. Some wind 
patterns would mean even more hurricanes; 
others might just mean less. 

What is clear is that the 1970s and most 
of the 1980s were a fairly quiet period for 
Atlantic and Caribbean hurricanes. There 


& 


Hugo was here 


were a few nasty ones, like David and 
Frederic, which smashed into Dominica in 
1979. But in 1970-87 the average year's 
"hurricane destruction — potential"—a 
weatherman's index of destructive power— 
was less than half of what it was in the much 
more stormy period of 1947-69. If global 
warming were already increasing the fre- 
quency of hurricanes in a straightforward 
way, the likely effect would be a gradual up- 
ward trend, not a few big bumps now. 

Why two bad years in a row at the end of 
the 1980s? Something odd does seem to be 
going on. Dr William Gray of Colorado 
State University, who has been forecasting 
hurricane activity for the past six years, has 
a technique that worked well for the first 
five years; but this year his system seems to 
have broken down. In July his cautious pre- 
diction was fewer hurricanes than normal, 
and most of them likely to be fairly weak. It 
looks as though there are a few new vari- 
ables at work. One of them, he suggests, n 
be the African drought. 

The fairly hurricane-free period of 1970- 
87 more or less coincided with the worst of 
the dry period in the Sahel. But in 1988— 
the year of Gilbert—West African rainfall 
was more or less back to normal. And 1989, 
so far, has been a good year for African rain- 
fall. Upper-level wind patterns at the 12km 
level, which encourage or suppress Atlantic 
hurricanes, are also important for the devel- 
opment of the African monsoon trough. So 
are sea-surface temperatures—though the 
pattern here is fairly complex and includes a 
slight cooling of water temperatures in the 
South Atlantic. If the past two years have 
really brought the end of African drought, 
part of the price for this may be a stormy 
period for the Caribbean. What happens if 
and when global warming really gets going is 
still anybody's guess. 


METER ———ur-—— al 
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BOOKS AND ARTS 


Of mind and mathematics 


THe Emperor's New Minn. By Roger Penrose. Oxford Universi ty Press; 460 pages; £20 and 


$24.95 


NALILEO believed the book of Nature 
to be written in the language of math- 
ematics, and tried to read it by abstracting 
mathematical truth from physical experi- 
ment; Mathematics and physics have both 
inged beyond all recognition since then, 
vut the link between them has grown ever 
stronger. No matter what gibberish the 
mathematicians seem to talk, physics makes 
sense of it and uses it to describe the world. 
To talk authoritatively about nature, one 
must use the language of mathematics. 
Unfortunately, it is not a common 
tongue. So, for the most part, the 
innumerate masses must rely on inexact 
.. translations, the works of professional 
popularisers and moonlighting scientists 
who cannot do justice to the mathematics of 
the subject. Roger Penrose is not of this 
number. He is one of the world's foremost 
mathematicians, with striking advances to 
his credit in various fields, from matrix the- 
- ory to general relativity. His first book for a 
| general audience, however, is not a transla- 
~ tion of his life's work, like the one which was 
such a great success for his former colleague 
Stephen Hawking last year. It is a statement 
^f belief, couched in the terms of an attack 
the beliefs of others. 
"Mr Penrose tackles the idea, popular 
among some in the field of artificial intelli- 
gence, that suitably complex machines can 
think in a way qualitatively indistinguish- 
- able from the way people think. First, he ar- 
gues mathematically. The theory of comput- 
ing rests in large part on the work of Alan 
_ Turing, who in the 1930s described a uni- 
versal calculating machine. Universal Tu- 
ting machines are capable of doing any 
«| mathematical calculation that is amenable 
to the application of rules. But mathematical 
truths can be found which are unreachable 
-< by the application of such rules. Stripped of 
"numerous subtleties, Mr Penrose's view is 
| thatif people can do things that Turing ma- 
"C€hines cannot, computers will have a hard 
* time becoming people. 
- His second line of attack is physical. Mr 
CPenrose believes that the physical theories 
: capable of explaining consciousness have 
not. yet been found. Nor does he claim to 
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have found them: just to have a shrewd idea 
where they are. There is a gap between the 
baffling world of quantum mechanics, 
where theory insists that things can be in 
many places at once, and the real world of 
everyday objects. Mr Pen- 
rose, unlike many, actually 
believes that quantum the- 
ory describes the world as it 
is. But it is incomplete, be- 
cause a bridge is needed be- 
tween the quantum world 
and the larger cosmos. 

There is also a gap be- 
tween general relativity, 
which explains gravity, and 
quantum mechanics, which 
explains everything else. 
Mr Penrose believes that a 
theory of quantum gravity 
would plug both those gaps, 
explaining the relation be- 
tween gravity and other 
forces and between the 
quantum world and the ev- 
eryday one. Because he is at 
heart a geometer, thrilled 
by theories of the shape of 
time and space, he has a 
feeling for the shape of his 
missing theory of quantum 
gravity, and can see where it 
will rub up against what. 
The flow of time may play a 
role in it, just as time must 
also play a role in the way 
quantum physics shapes ob- 
servational reality, and in 
consciousness itself. 

As with the mathemati- 
cal argument in the first 
part of the book, some of 
the physics is hard going. 
Mr Penrose is a fine writer, 
with an impressive clarity of 
thought and style, but he is 
aiming high. He introduces 
concepts most popularisers 
would not attempt to eluci- 
date. Rather than translat- 
ing mathematical physics, 


- he is trying to teach the reader a pidgin i 
.sion of the language. Like Ishmael, 



























































aware that people will not grasp the majes 
of the White Whale unless they know abo 
whales in general: Only then can the d 
be revealed. 
Like Moby Dick, Mr Penrose's concept 
of the divine breaks the surface in the fina 
chapters. It is human consciousness, ti 
property he denies machines and hopes ma: 
be explained by the as-yet-uninvented phys- 
ics he describes. Again, geometry is hi 
guide. The conscious mind is tied in so 
obscure way, he believes, perhaps by the 
geometries of quantum gravity, to an 
idealised realm of mathematics. That is how 
it is possible for the huma 
brain, “a bowl of cold po: 
ridge" as Turing so. stri 
ingly put it, to compe 
symphonies and perce 
the beauty of truth. —— 
This is baffling stu! 
many modern 


so often ride on the co 
tails of physics, exploiti 
its incomprehensibil 
among laymen who are i 
creasingly keen to unde 
stand it. Although parts 
"The Emperors Ne 
Mind" rank with the 
explanatory science w 
ing, it is this final discussion. 
of what it is to be consciou 
what it is to be a mathema 
tician, what it is to be Roge 
Penrose, that adds an extra 
‘dimension. | 

lt will not convinc 
those who do not; shàre 
Penrose's Platonic view 
mathematics—Platopism 
any kind being so far out 
step with the times-—b 
the book is inspiring and 1 
vealing, amply repaying 
unusually high demands 
makes on the readet's a 
tention. lt gives an author 
tative, if idiosyncratic, vi 
of where science is, and 
provides a vision of where it 
is going. It also provides 
striking portrait of th 
mind—heterodox, obses 
sive, brilliant—of one of 
the men who will tàke it 
there. 

























































Vi " Street 
Same old set 
THe New Crown. By Judith Ramsey Ehr- 


ich and Barry J. Rehfeld. Little, Brown; 396 
ages; $18.95 









THE preposterous premise of this 
A book—redeemed by good writing and a 
harp eye for Wall Street's excesses—is that 
if aggressive outsiders ("The New 
Srowd”’) have stormed the financial mar- 
ets of lower Manhattan. These Jewish up- 
arts, the authors claim, have swept aside 
‘Our Crowd”, the German-Jewish banking 
families of New York made famous, and lov- 
ible, in a bestseller by Stephen Birmingham. 
They have also opened a door on Wall 
Street that will be hard to close again on 
anybody of the "wrong" class, background, 


ramsn 


colour or religion. 

The evidence of their own book demon- 
strates that they are wrong in almost every 

icular. Most members of their New 
Crowd of Wall Street investment bankers 
come from affluent, even privileged, back- 
grounds. Felix Rohatyn's boyhood home 
was an apartment on Park Avenue. Sandy 
Weill went to school at Peekskill Military 
Academy. Carl Icahn is the son of a lawyer, 
Michael Milken of an accountant, Lewis 
Glucksman and Saul Steinberg of manufac- 
turers. 

In ethnic terms, today's Wall Street is 
not much less exclusive than yesterday's. 
Those of its investment banks that are not 
WASP houses are usually Jewish ones: 
Goldman Sachs, Bear Stearns, Lazard 
Fréres, Salomon Brothers. Blacks and His- 
panics rarely exercise any executive power at 
all. Nor do women. The only significant fe- 
male characters in “The New Crowd" are 





iddle of the sands 


E" dust jacket of THE MESSAGE TO 
— A te PLANET" is green, and so is the 
bookmark. Has Iris Murdoch, entering 
| her 70s with her 24th novel, taken on 
. that politically fashionable colour? Noth- 
ing so simple. Miss Murdoch, who for 
. many years taught philosophy at Oxford, 
introduces nature-loving, almost nature- 
worshipping, characters as intelligent, 
| sensitive children, but these are subsid- 
. jary to her purpose. On the evidence of 
this book, it is religious mysticism that 
— interests her: not nature, and "environ- 
à; " even less. 

The central force in her latest novel, 
as in its immediate predecessor, is a phi- 
| losopher who is believed by his admirers 
| to have a message for the planet. But un- 
- like the mostly malign Crimond in “The 
Book and the Brotherhood", Marcus 
| Vallar is mainly benign. He is a math- 
 ematician-turned-philosopher who veers 
off in a mystical direction after he raises a 
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man from the dead (or, this being Miss 
Murdoch, what appears to be the dead). 
Vallar’s chief disciple is pleased by 
this apparent miracle but horrified by its 
implications. He fears Vallar has “given 
up philosophy for holiness”. He longs 
for his master to come up with a message 
for the planet but rules out as unthink- 
able a message that will cause atheists to 
doubt their lack of faith. Vallar is unde- 
terred 
Those seeking an untroubled read 
and pat answers should seek them else- 
where. In the 563 pages of this novel, as 
in the 601 pages of “The Brotherhood”, 
Miss Murdoch poses questions that re- 
quire readers themselves to think. The 
nearest she comes to a message is in the 
halting words of Vallar's psychiatrist: 
Our knowlege of the soul, if | may use that 
unclinical but essential word, encounters 
certain seemingly impassable limits, set 
there perhaps by the gods, if | may refer to 
them, in order to preserve 
their privacy, and beyond 
which it may be not only fu- 
tile but lethal to attempt to 
pass—and though it is our 
duty to seek for knowledge, 
it is also incumbent on us to 
realise when it is denied us, 
and not to prefer a fake solu- 
tion to no solution at all. 


The lurid sensationalism of 
some of her early novels has 
all but gone. As she grows 
older, Miss Murdoch is 
more and more a sphinx. 


*Chatto & Windus; 563 pages; 
£13.95. To be published in America 
by Viking in February 








Silver-spoon Milken and Icahn 


the wives of the investment bankers. Joan 
Weill is introduced as a dutiful spouse, pre- 
paring a dinner of chopped liver, cole slaw, 
potato salad, rugelah and noodle pudding; 
Gayfryd Steinberg strives to run her 34- 
room Park Avenue triplex smoothly with 
the help of a staff of 15. 

What seems to have happened is that 
the coauthors set out to write one book, 
produced a different one and then could nor» 
bear to throw away their highly marketab 
plot. Yet they are well worth reading all the 
same, Miss Ehrlich and Mr Rehfeld are no- 
body’s flacks when they examine the charac- 
ters of investment bankers. Mr Weill is rep- 
resented as a man who makes a habit of 
turning on his friends; Pete Peterson as an 
habitual name-dropper; Mr Milken and 
Ivan Boesky as so obsessed by money that 
they have had no time for fun. 

Such shrewd, and often shrewish, gossip 
is likely to win the book notoriety on Wall 
Street. But it deserves attention more for che 
questions it raises about the way America's 
investment bankers throw money at 
greenmailers and asset-strippers. Such pred- 
ators are much less common in Japan and 
West Germany, which might explain why 
companies in those countries, with their 
longer view, are able to beat America hollow 
in world markets. 

Not all Wall Streeters are complacent. 
Mr Rohatyn, the most cerebral of inve-* 
ment bankers, worries about companies | 
ing bought and sold and stripped apart like 
artichokes without anybody giving a damn 
about "the fact that a large corporation is an 
entity with responsibilities to employees, 
customers and communities." He lays much 
of the blame for this on his own profession: 


Not only in size, but in the types of large corpo- 
rate transactions, we have often gone beyond 
the norms of rational economic behaviour. The 
tactics used in corporate takeovers . . . create 
massive transactions that greatly benefit law- 
yers, investment bankers and arbitrageurs but 
often result in weaker companies and do not 
treat all shareholders equally and fairly . . . In 
the long run, we in the investment banking 
business cannot benefit from something that is 
harmful to our economic system. 


Those on Wall Street who share Mr Roha- 
tyn's worries are still a small minority. The 
excesses examined in this book should help 
them win a better hearing. 


———— 
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British entrepreneurs 
For my Next 
WICK «5 3 


Wuat Next? By George Davies. Century 
Hutchinson; 181 pages; £14.95 

Tue New Tycoons: BECOMING SERIOUSLY 
RicH Ar 40. By Judi Bevan and John Jay. To 
be published by Simon & Schuster on Octo- 
ber 26th; 244 pages; £15.95 


HORTLY before midnight on December 

11 1988 an event took place that will 
have discomforted the authors of both these 
books. George Davies, chairman and chief 
executive of Next, a man who had done as 
much as anyone in the 1980s to brighten up 
Britain's high streets with his snazzy return 
to niche retailing, was suddenly sacked. At 

st it gave Mr Davies time to write his 
aucobiography. But for Judi Bevan and John 
Jay, both journalists on British Sunday 
newspapers, the dismissal had no compensa- 
tions. It happened just as they were complet- 
ing the final manuscript for their book on 
young British business heroes, one of whom 
was Mr Davies. Not only did they have to 
rewrite a chapter, but they lost the clear 
thread of their theme: entrepreneurial suc- 
cess in the Thatcher decade. 

In fact, they and their readers should be 
grateful for Mr Davies's fall, for it threw 
some spice into what otherwise risked being 
a rather bland—and, frankly, shallow—set 
of 11 youthful success stories, ranging from 
the familiar (Anita Roddick of Body Shop) 
to the unfamiliar (Nigel Rudd of Williams 
Holdings, a Hanson-style predator that 
makes Crown paints, among other things). 
All rose quickly to prominence in the 1980s, 
usually overcoming sceptical financiers, pro- 
dzing brilliant ideas and, in several cases, 

wing rapidly through bold takeover bids. 
the British economy's long recovery after 
1982 helped, as did the bull market in shares 
that, until October 1987, made it easy to fi- 
nance expansion. 

This was, according to Conservative 
propaganda, the decade of the “enterprise 
culture”, and there has indeed been an in- 
creasing British interest in business, in cor- 
porate success and in having a stake in that 
success as a shareholder. So far, however, it 
is less clear that Britain has changed its atti- 
tude to failure. Even in the supposedly non- 
entrepreneurial 1960s and 1970s, million- 
aires always gained fame and acceptance on 
the way up; once they stumbled or fell, they 
dropped swiftly from sight. That may be un- 
derstandable, but it is also unfortunate, for 
failures provide more lessons than success. 
Had “The New Tycoons” included Tony 
Berry, who built Blue Arrow into the 
world’s biggest employment agency before 
being sacked abruptly in January 1989, it 
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might have been a more tense and interest- 
ing book. It might also have cast some light 
on the next few years, when a British slide 
into recession is likely to sort out the ty- 
coons with real stamina from the mere fly- 
by-nights. 

Mr Davies stayed in the roll of honour 
perhaps because this engagingly lively man 
is irrepressibly optimistic. He changed the 
name of J. Hepworth, a dull menswear 
chain, to Next because it sounded forward- 
looking and positive; hence his book's 
name, too, even though 95% of it looks at 
what came before, and at the over-expan- 
sion and internal power struggle that led to 
his dismissal. A bit misleading: but that’s 
marketing for you. 








The Suez crisis 


Musketeering 


Suez 1956: THE Crisis AND Ts CONSE 
QUENCES. Edited by Roger Louis and Roger 
Owen. Oxford; 428 pages; £40 


HE international debacle over Suez in 

1956 was not a crisis like any other; most 
certainly it was not a mirror-image of Mu- 
nich. Nor were the speakers at the two An- 
glo-American conferences covered in this 
book, held in 1986 and 1987, the sort of 
peripatetic professionals Arthur Koestler 
unkindly dismissed as “the call girls". 
Mordechai Bar-On, for example, had been 
Ben-Gurion's military secretary at the time; 
Amin Hewedy had been a colonel on the 
Egyptian general staff. 

But 1986 was also the year 
the British archives went pub- 
lic. This is crucial. Each state 
involved in Suez acted accord- 
ing to clearly perceived na- 
tional interests. The British 
alone, the record showed, 
added ^ contradiction to 
chicanery. 

Nasser wanted "an Egyp- 
tian Declaration of Indepen- 
dence", a diplomatic coup but 
not a casus belli. He also 
wanted the Arab states de- 
tached from the big powers. 
The Israelis wanted to give 
him, at the least, a bloody nose. 
The French, who saw Egypt as 
the inspiration and backstop 
of the Algerian revolt, wanted 
to overthrow him. The Ameri- 
cans would go along with any- 
thing short of the use of force. 

The British cabinet had 
approved the use of force 
against Nasser, in principle, on 
July 27 1956, the day after he 
had nationalised the Suez Ca- 





Look, no brolly 


nal Company. But as Keith Kyle’s excellent 
article shows, even before Anthony Eden 
formed the “Egypt Committee” he had 
been framing policy on his own. In spite of 
Churchill’s occasional scoldings, he had 
pushed through the Anglo-Egyptian agree- 
ment in 1954; Britain, it was evident, could 
live with Nasser. Then, early in 1956, the 
spring snapped. Eden became convinced (or 
convinced himself) that Nasser was at one 
and the same time a Soviet catspaw and a 
sawdust Caesar, 1930s style. Negotiation 
meant appeasement. 

The Munich analogy seems even more 
bewildering today than the illusion of impe- 
rial paramountcy; but Eden, who so ruth- 
lessly bypassed the normal channels of gov- 
ernment and diplomacy, should have 
remembered what the moral of Munich was. 
It was Chamberlain’s disastrous failure to 
listen to his Foreign Office advisers. 

“Musketeer” once launched, the pre- 
tence that it was an Anglo-French peace- 
keeping mission was blown immediately. 
But Eden needed secrecy. Any hint of Brit- 
ish collusion with Israel would have disas- 
trous effects on friendly Arab governments. 
As indeed it did. In the well-worn phrase, 
Suez was worse than a crime—it was a blun- 
der. As one authority had written a few 
years before: “In the second half of the 
twentieth century we cannot hope to main- 
tain our position in the Middle East by the 
methods of the last century." And Eden 
went on, “However little we like it, we must 
face that fact.” 

Ironically it was Macmillan, first into 
Suez and first out, who faced that fact when 
he succeeded Eden as prime minister in Jan- 
uary 1957. He mended Brit- 
ain's fences with the United 
States with some skill and sur- 
prising ease. This confirmed de 
Gaulle’s worst fears when he 
came to power in 1958. But, 
like Macmillan, de Gaulle drew 
the moral. Suez meant the end 
of empire. 

Albert Hourani, in an ad- 
mirably balanced summary, 
suggests that "the crisis did not 
change things so much as make 
clear changes which were al- 
ready taking place." Most of 
these richly documented pa- 
pers bear him out. But it may 
not be the whole story. There 
are still western bases in the 
Middle East, as Ali Hillal 
Dessouki points out; only they 
are American now, not British. 
Nasser's style of secular nation- 
alism may have lost steam, but 
in its place is the Ayatollah's 
brand of Islam. Perhaps Suez 
was less a turning point than a 
widening gyre. 
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A cup of tea with "The Terminator" 


In the video café 


NOVOSIBIRSK 


MONG the stranger 
glasnost, the Soviet Union is experi- 
encing a boom in “video saloons”: cafés 
equipped with VCRs to show the latest west- 
ern films and music videos. Illegal video 
shows began to appear in the late 1970s, and 
turned into an underground industry worth 
an estimated 16 billion roubles ($25 billion 
dollars) a year. Two years ago the Soviet au- 
thorities decided to accept the obvious, and 
legalised video. Rather than allow private or 
co-operative videotheques, however, it was 
"public organisations", such as the 
Komsomol and trade unions, that were au- 
thorised to run video shows. 

They responded with a vengeance. The 
city of Novosibirsk, with 1.5m people, now 
has over 100 video cafés, each running half a 
dozen shows a day. The largest operation, 
run by the youth organisation of the Gorki 
chemical machinery factory, has 40 moni- 
tors and seats for 700. The tapes are ac- 
quired illegally on the black market, where 
they cost 100-150 roubles ($155-230) each. 
Many are poor copies of smuggled originals, 
dubbed in underground studios in Moscow, 
usually with one monotonous voice for all 
the characters. 

Violent films (boeviki) are the most pop- 
ular. Audiences seem to prefer an undiluted 
diet of Chuck Norris, Arnold Schwarz 
enegger, Sylvester Stallone and Charles 
Bronson, not to mention cheaply-made 
kung fu films from Hongkong. Late shows 
tend to be Italian soft porn, with the tech- 
nical manager at the Gorki club blithely fast- 
forwarding through the more erotic pas- 
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sages to protect the sensibilities of his young 
audience. ("They'll soon get tired of this 
trash’’, he suggested, his own eyes glued to 
the screen.) Astonishingly, there is no cen- 
tral censorship of videos, apart from the 
general provisions of the criminal code. 

In fact, the videotheques are effectively 
outside the law, and outside the economic 
plan. Public organisations are tax-exempt, 
and there are no regulations governing how 
much the video saloons pay out in salaries. 
With more than 15,000 viewers a day in No- 
vosibirsk alone, each paying one rouble for 
admission, it is clear that a lot of money is 
being made. In reality, some of the cafés are 
"owned" by private entrepreneurs who in- 
vest up to 35,000 roubles ($54,000) of their 
own money to equip the facility, hiding af- 
terwards "under the roof' of an official 
sponsor. The public organisation benefits 
by sharing in the proceeds, and can claim 
credit for brightening up many a dull Sibe- 
rian weekend, 

Money attracts crime, however, and the 
Centre club in downtown Novosibirsk, just 
off Lenin Square, admits to hiring Afghan 
ex-servicemen as bouncers to ward off the 
protection rackets that hold sway over the 
smaller clubs. The ex-servicemen, inciden- 
tally, particularly enjoy American-made 
Vietnam war movies, the favourite being 
“Apocalypse Now”. When asked why, the 
manager of the Studio 8 café replied that it 
was “because they felt that it showed war as 
they experienced it, not how it was de- 
scribed in the papers.” 





American television 


What is truth? 


WASHINGTON, DC 


ELEVISION news, once a knowledg- 

able and practically unimpeachable 
source of information, is taking a bizarre 
turn. The line between fact and fiction, 
news and entertainment, is becoming 
blurred, and viewers do not quite know 
what to believe any more. Tendencies in 
that direction have been observed before; 
but the trouble began in earnest last sum- 
mer, when ABC News showed a grainy 
"simulation" of Felix Bloch, a State Depart- 
ment official suspected of spying, suppos- 
edly passing a briefcase to a known Soviet 
agent in Paris. The network eventually iden- 
tified the film as homemade, but the very act 
of making it had violated a cardinal industrv 
rule that prohibits broadcasting anything 
words or images—that is not true. 

Perhaps encouraged by the Bloch row, 
the New York Post then accused CBs of us- 
ing a stringer's faked footage of the Afghan 
war in its evening broadcasts. On one occa- 
sion, it was alleged, scenes of Afghan rebels 
blowing up electric pylons had been 
recreated days after the event had actually 
occurred. The story sent CBS executives, the 
anchorman, Dan Rather, and the accused 
cameraman into an intense huddle, from 
which all emerged to express their confi- 
dence in the integrity of their material. 

When not competing with Hollywood, 
network news programmes have come to re- 
semble variety shows, with big stars, lavish 
productions and a corresponding lack of 
substance. ABC's “Prime Time Live", with 
Sam Donaldson and Diane Sawyer, and 
CBS's "Saturday Night With Connie 
Chung”, both broaden the definition of 
news while thickening its sugar coating. T^^ 
ABC show (inevitably nicknamed “PTL” 
honour of Jim and Tammy Bakker's feloni- 
ous television ministry) is a mixture of maga- 
zine journalism, as in "60 Minutes", and 
live interviews to flesh out the day's top 
story, as on “Nightline”. Over on CBS Miss 
Chung presides like a wise MC over re-enact- 
ments of recent events by Hollywood actors, 
followed by round-table discussions de- 
signed to redeem the proceedings as news. 

Both programmes distort the definition 
of news and the role of the reporter. The 
ballyhoo surrounding the cool Miss Saw- 
yer's multi-million-dollar reward for switch- 
ing networks ensured that anchors, once 
mere journalists, would become media stars. 
Mr Donaldson, a man once renowned for 
being able to get his questions heard above 
the roar of presidential helicopters, has been 
rewarded for his efforts with jobs—trailing 
the Bushes around the White House, for ex- 
ample—that offer him no chance to con- 
duct the dogged crossexaminations at 
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which he is best. Once a big fish in a large 
journalistic pool, Mr Donaldson is now 
drowning in the shallow end. Between simu- 








lations and programmes like these, televi- 
sion news is doubly destroying itself: devalu- 
ing news on the one hand while distorting it 
on the other. 

The appeal of simulation is easy enough 
to understand; so easy, that it will be hard to 
squeeze the genie back into the bottle. To 
put film in news broadcasts not only makes 
them more interesting than a stock recital of 
events (as Soviet news broadcasts have re- 
cently begun to understand); it is also a way 
of making viewers believe that they have 
seen the events for themselves. That illusion 
is the networks' only real raison d etre, the 
only dimension they can provide that news- 
papers and magazines cannot. To those ex- 
ecutives frustrated by events that occur 
maddeningly beyond the camera's prehen- 
sile grasp, simulations must seem like a 

am come true, an idea so obvious that it 
avemed extraordinary that no one had done 
it before. 

The question of money, however, is 
what looms largest in their eyes. Networks 
are not run by news people any more, but by 
conglomerates concerned with the bottom 
line. Now that the networks are cutting bud- 
gets, the only way to get film is often to man- 
ufacture it at home or, as with Css, to rely on 
stringers who may manufacture it abroad. 
The "news" programmes that lure the big 
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audiences, after all, are the likes of "Inside 
Edition" and "America's Most Wanted", 
all based entirely on simulations, or tabloids 
like "Geraldo", with a premium on sensat- 
ionalism. 

The drift away from hard news and sure 
journalistic guidelines has touched a raw 
nerve in certain quarters, generating a mood 
of double-think within the industry and crit- 
icism without. Veteran reporters like Mr 
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One pointed out that the presence of any: 
television cameraman at a scene auto- 
matically turns it into a performance, 
with people, even in extremis, acting to. 
some degree for the camera. There may 
be no such thing as an unstaged film. — 
No one in television has yet gone as- 
far as Larry Speakes did in 1986 when, a 
the president's spokesman, he attributed. 
to Mr Reagan words he had not uttered. 
lt may happen yet. The Bloch and 
ghanistan episodes demonstrate that the 
networks’ definition of what is true or 
false is now entirely subjective. In the - 
Bloch case, ABC never apologised for us- 
ing faked footage; CBs was patently dis- 
turbed that its Afghan film might not be — 
genuine. It could as easily have been the 
other way round. Y 
With tonight’s broadcast news about 
as durable as yesterday's newspaper, does. 
it really matter what direction television. 
news takes? The answer is yes. Television's - 
considerable authority has been founded, in 
part, on its strict adherence to the truth. 
Until now, that has always been its in-house 
check and balance, the voluntary, unspoken 
quid pro quo for its guarantee of freedom 
under the constitution. Tamper with it, and f 
Newspeak is not far behind. i 






















! Freedom-fighter 
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HE most significant of Bette Davis’s 

80-odd roles was neither the dying so- 
ciety girl in “Dark Victory” nor the abra- 
sive star in “All About Eve.” It was her 
part in destroying, virtually single- 
handed, the Hollywood star system. By 
tanding up to Warner Brothers in the 
1930s, she was responsible for the collapse 
nine years later of the way the moguls 
hired their actors. 

The two cigarettes lit by Paul Henreid 
in "Now Voyager "—one for him, one for 
her—were as nothing compared to the 
two fingers she gave to the head of the stu- 
dio, Jack Warner, in the high court in 
London in 1936. Davis had come to Brit- 
ain ostensibly on honeymoon, but also to 
make two films for a British company. 
When Warner heard about it, he sued. 
Not only was her two-timing illegal, but 
Davis had just refused to play the female 
lead in a picture called “Gone With the 
Wind". “I bet it’s a pip" she told Warner 
as she stormed out of his office. 

The London courtroom produced an 
even bigger fight. Warner's lawyer de- 
scribed Davis's actions as those of a “very 

| naughty young lady"; she countered that 
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her contract, which gave her 
£600 a week, was the equiva- 
lent of slavery. The court 
ruled against her. Yet within 
ten years the California Su- 
preme Court declared the 
studios' system illegal, and in 
particular their practice of 
adding to the contract pe- 
riod the amount of time they 
put "naughty" stars like Da- 
vis on suspension. 

The test case was won by 
Olivia de Havilland, but it was Davis who 
spearheaded her campaign and rallied 
other actors behind her. Henceforward, 
none of the Hollywood studios would be 
safe. Before long, the film giants stopped 
tying actors to long-term contracts; the in- 
dependent star and, eventually, the inde- 
pendent producer took over. 

In truth, both sides had reasonable 
cases. Actors could not open a garden féte 
unless the moguls agreed and took the fee. 
When Warner lent Bette Davis to RKO for 
"Of Human Bondage", the studio got sev- 
eral hundred thousand dollars for her ser- 
vices; she earned just her usual salary. On 





It's my contract 


the other hand, without the studios, nei- 
ther Davis nor any of the other stars of 
her generation would have been groomed | 
for success. As she admitted later, “I’ve al- 
ways felt guilty about what I did to Warner 
Brothers when I got my release.” 

Warner himself was never convinced 
she was better off by going. "Before long", 
he said, "the 10-percenters had Bette so 
confused that it affected her story vision 
and she was laying bigger eggs than an os- 
trich.” Perhaps she should have prepared 
him when she first joined his studio witha | 
line from "All About Eve": “Fasten your 
seatbelts, it’s going to be a bumpy ride.” 
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UNIVERSITY OF 
STRATHCLYDE 


FRASER OF 
ALLANDER 
INSTITUTE 


RESEARCH 
FELLOWSHIP 


Applications are invited from 
candidates with postgraduate 
qualifications in economics, pref- 
| erably in econometrics, with ex- 
perience of an applied nature for 
a Research Fellowship (tenable 
for one year in the first instance) 
to work on the development of 
e Institute's. Medium Term 
Forecasting model of the Scottish 
economy. Preference will be 
given to candidates with multi- 
sectoral modelling experience. 
Salary in range of £10,458- 
£16,665 per annum. 
Applications (Ref R76/89) with 
full cv and the names and ad- 
dresses of three referees should be 
sent to Brian Ashcroft, Fraser of 
Allander Institute, University of 
trathelyde, — 100 Cathedral 
Street, Glasgow G4 OLN, who 
will be pleased to supply further 
information. Closing date for ap- 
plications: 23 October 1989. 












































Challenges abroad in 1990 


The Crown Agents’ Economic Consultancy Services provide a wide range of technical assistance 
and expertise to the public sector throughout the developing world. The contracts offered are 
usually of 1-2 years’ duration often with an opportunity for renewal. Candidates should be in 
possession of post-graduate qualifications and significant work experience in at least two 
developing countries. 

Next year we anticipate being able to offer positions to suitably qualified professionals in the 
following areas of expertise: . 
Development Economists with a minimum of 5 years relevant experience and, with 
language capabilities particularly Spanish, Portuguese or Arabic. 

Aid Management Administrators with at least 7 years’ experience managing 
foreign aid programmes in developing countries. : 
Manpower Planners with 7 years experience on quantitative aspects of national 
manpower planning in two or more developing countries. 

Our contract packages include competitive salaries, accommodation and travel allowances. If you 
would be interested in being considered for these posts now is the time to register your interest by 
sending your fullest possible CV quoting reference TR/TE 289 to Margaret Vass, Overseas 
Personnel Officer, BATC, St Nicholas House, St Nicholas Road, Sutton, Surrey SM1 4LE. 
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“WEST MIDLANDS ENTERPRISE BOARD LTD 


The WMEB is playing a leading role in the economic 
regeneration of the West Midlands—through the 
provision of venture and development capital for 
manufacturing industry, by providing advice on 
training technology transfer, finance for co-operative 
development and by providing the primary source of 
research and intelligence on the regional economy. 
The following vacancy has recently arisen within the Board's team 
of economists: 


PRINCIPAL ECONOMIST 
Salary up to £20,500 


Candidates should be well qualified in economics (or a related 
discipline), preferably with commercial experience. We require an 
individual capable. of managing a wide ranging workload including: 
investment appraisals of local companies, a programme of published 
sector reviews covering developments in the region's key industries, 
economic analysis and a wide range of economic consultancy assign- 
ments for a variety of clients. The successful applicant will be able to 
demonstrate advanced research skills, a high level of macro-economic 
awareness, good knowledge of industrial economics and policy and 
will be a competent communicator. 


In return the Board can offer a highly varied and interesting range of 
work, generous employment conditions including flexible working 
hours, relocation assistance and subsidised car loans and a unique 
opportunity to participate in the economic development of the region. 
Note: this is a re-advertisement, previous applicants need not re-apply. 


For an informal discussion please ring: 
lan Waddell or Paul Lovejoy—-(021) 236 8855. 
Please forward full cv including salary details and the names of two 
referees to arrive by 23 October to: 





Marketing Planning 
Senior Executive 


Milton Keynes To £19,000 


Marketing is a major business function in Royal Mail Parcels — all the 
more challenging as we look to market share growth in what is 
universally recognised as a highly competitive environment. 

This is a key role, with responsibility for the analysis, recommendation 
and reporting of medium and long term Marketing plans, including the 
development of full support and sensitivity analysis. The successful 
candidate will be a leading member of a small professional team 
which produces an annual strategic pian, forecasts traffic and 
profitability, undertakes specific projects which can determine the future 
of the business and liaises with other departments and local offices. 
You will have a degree or a professional qualification in a business 
related discipline and a capacity for logical thought. Previous planning 
or marketing experience is desirable. You must be a good team 
member, but with the ability to work on your own initiative. Developed 
presentational skills both in writing and orally will be necessary. : 
Benefits package includes performance-telated bonus, 22 days 
holiday a year, contributory pension scheme. 

This position is based at our new Business headquarters in Milton 
Keynes, but successful candidates will be required to commute to 
London - travelling expenses paid — for the first 6 months. Relocation 
assistance may be available to the right candidate. 

Please write, enclosing full CV, to Pat Wright, RMPHO/PSG, 

Room 513, 33 Grosvenor Place, LONDON SWIX 1PX, by 

20 October, 1989. 


The Post Office is an equal opportunities employer. 

















































































Roger Dicker, 
Aontan Chief peanv P D ; AA ID 
West Midlands Enterprise Board Lt wa JF, 
ib “Wellington House ROUGI IN IO | Par 


31/34 Waterloo Street, Birmingham B2 5T] 
WMEB is an equal opportunity employer 
























RESEARCH ASSOCIATE/ | 
ECONOMIST 


The. Cornell Food and Nutrition Policy Program (CFNPP) is 
seeking qualified candidates for the position of Research Asso- 
ciate/Economist to assist in planning and implementing research 
and data analysis on the effects of macroeconomic policies on 
household living standards and food security in Africa. The 
individual appointed will be responsible for the daily management 
and operations of research pertaining to one or two countries, 
including but not necessarily limited to literature reviews, over- 
sight of data collection and processing activities, and econometric 
analyses. Additional activities will include in-country program 
"representation and dissemination of research results. 


A PhD in agricultural economics, economics, or a related field, 
experience in food and nutrition policy issues, and demonstrated 
research ability are required. African experience and managerial 
skills are strongly preferred. The position will be located in 
Washington DC. 


; Send letter of application, CV and references to David E. Sahn, 
:: Deputy Director, Cornell Food and Nutrition Policy Program, 1400 
16th Street, NW, Suite 420, Washington DC 20036 (EOE/AA). 













































We are seeking well qualified economists to help 
formulate policy advice on a wide range of issues 
concerning the planning and control of public 
expenditure. The posts immediately available carry 
responsibilities for: 

@ economic analysis of health policy initiatives, 
particularly those arising out of the recent major 
NHS review. 

@ investment and option appraisal methodology and 
economic policy advice in areas such as defence 
procurement, overseas aid projects, education, the 
arts and sciences, broadcasting, law and order and 
information systems. 

There will be opportunities to move between 
these areas and to other posts. The work is both 
varied and challenging. It includes day-to-day 
advisory work as well as scope for broader work 
on practical and conceptual developments in 
economic analysis. 

We are looking for individuals who have about 

Jive years’ relevant experience, with a good economics 
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Public Expenditure Economics 
in HM Treasury 


Economic Adviser Posts in Central London 
up to £24,355 
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ECONOMIST/NIGER 


The Cornell Food and Nutrition Policy Program (CFNPP 
seeking qualified candidates for a two-year assignment in Nig 
provide assistance to government ministries in  assessin 
quantitative impact of the effects of policies adopted by 
Government on the Nigerian economy. Such assistance 
include (1) support for on-going analysis; (2) analysis of th 
macroeconomic impacts of economic adjustments recently und 
taken; (3) consolidation and review of existing data and des 
and implementation of surveys for the collection of addit 
data. Additional activities will include appropriate disseminati 
of information and results. A. posting in Washington: DC 
months will follow the initial posting in Niger. : 
A PhD in economics, agricultural economics or a related fi 
experience in food and nutrition policy issues, and demon rat 
research ability are required. French-speaking ability, African 
experience, and managerial skills are strongly preferred. CFNP! 
offers an attractive remuneration package including post, edu 
tion and housing allowances. : 
Send letter of application, CV and references to David E. Sahn, 
Deputy Director, Cornell Food and Nutrition Policy Program, 1400 
16th Street, NW, Suite 420, Washington DC 20036 (EOE/AA). 





degree (first or upper second-class honours) ora 
relevant postgraduate degree. Good communication 
skills are essential. 

Selection will be by interview and the appoint- 
ments will be for up to five vears with the 
possibility of extension or permanent establish- 
ment. 

Starting salary (under review) depending on 
qualifications and experience is up to£24,355 includ- 
ing Inner London Weighting, and is on a performance- 
related range rising to £28,705 (under review), 

Further information is available from Douglas 
Todd or Tom Morris, HM Treasury, Parliament Street, 
London SWIP 3AG (telephone 01-270 4540/5093). 


For further details and an application form (to 
be returned by 19 October 1989) write to Civil 
Service Commission, Alencon Link, Basingstoke, 
Hants RG21 LB, or telephone Basingstoke (0256} 
468551 (answering service operates outside office 
hours}, Please quote ref:G(5)622, 


The Civil Service is an equal 
opportunity employer 
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'POINTMENTS 


UNIVERSITY OF NOTTINGHAM 
DEPARTMENT OF ECONOMICS 


LECTURER 
IN ECONOMICS 


Applications are invited for the 
post of Lecturer in Economics in 
the Department of Economics. 
The post is tenable from 1 Janu- 
ary 1990, or as soon as possible 
thereafter. Applications are in- 
vited from candidates working 
in any area of economics, al- 
though a specialist interest. in 
international Economics or De- 
velopment Economics would 
be àn advantage. 







ECONOMIST 


London based  c£17,500 + excellent benefits 


For over 50 years, the International Wool Secretariat has 
successfully promoted the attributes of the world's most 
versatile natural fibre. We now operate in 34 countries, with 
headquarters in London. 




























From here, you'll assist our Corporate Planning Department 
in measuring advertising effectiveness through quantitative 
analysis, as well as producing and interpreting forecasts 
based on the demand for wool and competitive products. 


















An accomplished post graduate with work experience in 
econometric modelling techniques, you'll command a 
salary of c£17,500 along with 5 weeks' holiday, private 
health care, contributory pension, life assurance, LV.s and 
possible relocation assistance. 











The appointment will be on the 
scale -£10,458-£20,469, de ` 
"pending. upon -age anc 
experience. E 

Further particulars are avail- 
able from the Personnel Offi- 
cer, University of Nottingham, 
University: Park, Nottingham 
NG7. 2RD. Telephone 0602 
484848, ext 3355. The closing 
date for applications is 27 Oc- 
tober 1989, Ref No 1280. 


TAX FREE 
SAUDI 
ARABIA 


AL HOTY 
ESTABLISHMENT, 
Dhahran 
(aleading ARAMCO 
Contractor) 


require 
Degreed with minimum five 
years experience of Industrial 
Development; Third World 
(Mid-East) Economic policies 
and sytems. IBM PC literate. 


Knowledge of the Saudi 
Economy also helpful. 


Working in the top ARAMCO 
echelon, the brief is to report 
on. various Economic prob- 
lems and. to analyse various 
sectors of the economy. 


Contracts are one-yearly (re- 
newable), male, single status, 
with a (tax free) salary 
€£20,000 pa and all of nor- 
mally expected benefits. 




















If you're confident you can drive our continued success 
and yours, please send your CV and current salary details, 
quoting Ref. EST/WH/1 to Miss Beverley Holt, Personnel 
Executive, International Wool Secretariat, Development 
Centre, Valley Drive, Ilkley, West Yorks LS29 8PB. 
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ASTON BUSINESS SCHOOL 


As one of the largest in the UK, the Business School enjoys an excellent reputa tion for 
innovative teaching and research, with an international orientation. 


LECTURESHIPS IN 
ECONOMICS/MARKETING 


Applications are invited from graduates in Economics interested in extending that discipline 
into Marketing within an academic environment. The Business School offers opportunities 
for development of research and teaching in international economics and marketing. 
industrial economics and market competition, and in industrial economics and business 
strategy. Candidates, who should be qualified graduates with either teaching and research 
backgrounds, or with relevant practical experience, must be able to work within the concept 
of an integrated Business School with expanding and entrepreneurial activities. Applications 
will also be welcomed from newly qualified graduates with a good first degree. Excellent 
opportunities will be provided for research, consultancy and collaboration with industry. 


Terms of appointment and salaries 
Salaries within and up to the maximum of the ranges 
£10,458 to £15,372 per annum (Lecturer Grade A) or 

£16,014 to £20,469 per annum (Lecturer Grade B) 


Appointments will be for a period of three years initially, with the possibility of renewal or 
subsequent transfer to a continuing appointment. 


Application forms and further di Birmingham B4 7ET. Tel: 021-359 
particulars may be obtained from 3 0870 (24 hour answer-phone). 
the Personnel Officer, (Academic Closing date for the receipt of Full detailed résumés please 
Staff), quoting Ref No. 8932/26, applications is 24th November, to: 
Aston University, Aston Triangle, 1989. ECHO Consulting Services 
Limited, Braconash Road, 
Leyland, Preston PR5 1ZE 


ASTON UNIVERSITY LL] | erie err tsar 
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Institute of Development University of St Andrews 
Studies Department of Economics 
at the University of Sussex LECTURESHIP IN 
RESEARCH ASSISTANT 

(ECONOMIST) ECONOMETRICS 


Applications are invited for a six-month 
‘appointment commencing 1 January 
1990 on an ESRC-funded research 
project on thie employment and wage 
effects of North-South trade directed by 
Professor Adrian Wood. Applicants 
should have a strong economics back- 
ground. and statistical skills and experi- 
ence, including the use of spread- 
sheets. Salary in the lower half of 
Range IB (£9,816-£11,088 pa). Further 
particulars and application form from 
Ms Felicity Harrison, IDS, University of 
Sussex BN1 9RE. Tel: (0273) 678276. 
Closing date: 6 November 1989. 


iE ECONOMIST OCTOBER 14 1989 


Applications are invited for ap- 
poiatment to. à lectureship in 
Econometrics. It is hoped to fill the 
post by 1 October 1990 or possibly 
earlier. . 

The salary will be on either the 
Lecturer Grade A (£10,458 to 
£15,372 per annum) or the Lecturer 
Grade B (£16,014 to £20,469 per 
annum) scale. 


















sent to arrive not later than 14 
November 1989. 


Economists/Industry Analysts 


MINERALS 
& METAL 
INDUSTRIES 
CONSULTANCY 


c.£14,000 -£18,500 + overseas travel 


Commodities Research Unit Ltd, part of a consultancy group 
based in London and New York, is the leading business consult- 
ancy specialising in minerals and metal industries and works 
with governments, financial institutions and companies worldwide. 

Increased growth within existing and new areas of our 
activities has created opportunities for graduates with a good 
first degree to work as part of a team on the creation of 
forecasts, market reports, and consultancy projects requiring 
strict deadlines. Overseas travel is an attractive feature and an 
integral part of the work. i 

You should have some experience in economic and industrial 
analysis in a corporate planning, commercial or, possibly, an 
academic environment. You may have an additional degree; 
you will certainly have an enquiring mind, an interest in 
economic analysis, and the ability to collate and interpret data 
in a clear and lucid manner — in writing and orally. Knowledge 
of an additional language and familiarity with LOTUS or other 
spreadsheet packages would be an advantage. 


Salaries are geared to experience and qualifications and 
are in addition to the company's 
profit-sharing scheme. 

Please send full cv to the 
Managing Director, Commodities 
Research Unit Ltd, 31 Mount 
Pleasant, London WC1X OAD. 
Tel: 01-278 0414. 




































Applications are invited from economists with established research 
records for an academic appointment in the Department 
Economics. Preference will be given to candidates able to contrib- - 
ute to the development of the Department's research programme in. 
either macro modelling or industrial economics. Level of appoint: 
ment will depend on the experience, qualifications and age of t 
successful candidate. 


Salary Scales: Lecturer £10,458-%20,469 per annum f 
Senior Lecturer £21,489-5£24,285 per annum: ° 


Application forms and further particulars (Ref; 85/89) are 
available from Staff Office, University of Strathclyde, Glasgow 
G1 1XQ. Closing Date for Applications: 10 November 1989. == 

































International Institute of 
Tropical Agriculture 
Ibadan 





ZEN 
f COWPEA 
"* BREEDER 


HTA invites qualified applications for the position of Cowpea Breeder in a joint 







project of the Southern African Development 
Grains Legume Improvement Program. à 
nra is an international m reeeerch pais ins world-wide sentio of. 
centres co-sponsored e World Bank, Agriculture. Organization - 
(FAO) and United Nations Development Programme (UNDP). The Institute has. 
substations and outreach programs in many countries of sub-Saharan Africa, ITA 
scientists from 45 nations work in partnership with national agricultural. research 
systems to increase food production in tropical Africa, and ultimately to raise the 
productivity and income of small-scale African farmers. 
In the joint SADCC/GLIP project, IITA is collaborating with SADCC to facilitate 
increased production of in the SADCC region with the ultimate goal of | 
achieving food security in countries. The project is being funded through a 
grant from the European Development Fund.of the Economic Community. 
The Southern African Centre for Co-operation in Agricultural Research (SACCAR) 
will be the implementing agency. 
The position of Cowpea Breeder is based at Maputo, Mozambique. The successful © 
candidate will collaborate with national cowpea research programs in initiating and" 
executing a systematic program of cowpea genetic improvement for the ecologies and 
cropping systems of the SADCC region. The duties of the Cowpea Breeder include: 
* Conducting research and adaptation trials in collaboration with SADCC counter 
parts to breed improved disease- and insect-resistant cowpea varieties that are 
also high-yielding and adapted for small farmer use. 
* Accumulating, describing, evaluating and maintaining cowpea germplasm. á 
* Improving cowpea through a crossing program involving local and exotic 
germpi : 
* Formulating test nurseries for multilocation evaluation in cooperation with 
national cowpea programs. 
* Providing segregating material for evaluation by national programs. E 
* Cooperating with SACCAR in identifying and satisfying training needs for cowpea 
research scientists and technicians for the SADCC region. ^ 
Candidates must possess a doctoral degree in crop breeding with a minimum of five 
years of post-qualification field experience in tropical agriculture. Candidates must- 
have strong interpersonal skílls and be self-motivated. Fluency in English is required, 
while ability to speak Portuguese is an advantage. 
The salary and benefits are competitive and include housing, personal car, children’s. 
educational allowances, annual home leave travel and health services. à 
Applicants for the position of Cowpea Breeder are invited to send their curriculum za 
vitae, with names and of three referees (including telephone and telex — 
numbers, if available) to either of the following addresses. 


Cooperation Conference andthe TA 


















































HTA Manpower Development Manager Manpower Development Manager 
co ME & Co Ltd HN 

26 ali Road Oyo Road 

Croydon CR9 3EE PMB 5320 

ENGLAND 





Ibadan 
NIGERIA 
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-. SENIOR ECONOMIST FOR SMMT 


The Society of. Motor Manufacturers and Traders is the 
trade association of the motor industry in Britain, with 
1400 member companies ánd 1 15 staff. 




















A senior economist is required to join the Economics 
Department team. Varied responsibilities include partici- 
pation in committee meetings, taxation matters, preparing 
economic reports and work on policy issues affecting the 
motor industry. 





























Applicants should have a degree in economics or a related 

~ subject and some experience as a business economist. Civil 

service experience could also be relevant. Good written 
and oral communication skills are important. 




















_, Applications are invited equally from economists with a 
few years experience and more mature candidates. 


" Location West End of London. Salary from around £18,000 
- plus car and other benefits. Send letter of application and 
CV to Carol Apps, Personnel Administrator, SMMT Ltd, 
Forbes House, Halkin Street, London SW1X 7DS. 

























































THE UNIVERSITY OF CALGARY 
FACULTY OF MANAGEMENT 


FACULTY POSITIONS 


or PhD are preferred. 


education. 


Dr. Vern Jones, Associate Dean 
Faculty of Management 
The University of Calgary 
2500 University Drive N.W. 
Calgary, Alberta, Canada T2N 1N4 












PART TIME 
ECONOMIST/ 
STATISTICIAN 


Working 2-3 days per week, for 
small economics consultancy 
based South East London: The 
work varies but currently mainly 
concerns international economic 
analysis, consumer spending 
trends and the research and pre- 
sentation of economic statistics. 


An economics degree and two or 
more years relevant working expe- 
rience is required. Working: ar- 
rangements are flexible and can be 
designed to take account of family 
responsibilities, studying or other 
commitments. Salary negotiable, 
probably within a full time equiva- 
lent range (pro rata) of £15,000- 
£20,000, depending on 
experience. 

Further details from Jill Leyland, 
32 Birchwood Road, Petts Wood, 
Kent BR5 1NZ. Tei 0689 21596. 
Fax: 0689 72014. 


The University of Calgary has an Employment Equity Program and 
encourages applícations from all qualified candidates, including women, 
aboriginal people, visible Minorities, and people with disabilities. 


The University of Calgary Faculty of Management is seeking qualified in- 
dividuals to fill positions in Accounting, Finance, Operations Manage- 
ment, Marketing, Management of Organizations and Human Resources, 
Management Information Systems, Policy, Tourism and New Venture De- 
velopment. These positions have been created as a result of an expan- 
sion of Management programs at the University. Candidates with a DBA 


The University of Calgary is a relatively young institution, providing a 
stimulating research and teaching environment. The Faculty of Manage- 
ment offers AACSB accredited programs at the Bachelor of Commerce 
and Master of Business Administration levels. It is housed in Scurfield 
Hall, a building specifically designed to meet the needs of management 


Calgary is situated in the foothills of the Canadian Rockies. It has a popu- 
lation of over 600,000. The city is Canada's oil capital and one of the 
country's major financial centres. It offers a variety of recreational oppor- 
tunities including sports activities, theatre and concerts, museums and a 


major zoo. : 
Eee All qualified candidates are encouraged to apply. However, in accordance 
y with Canadian immigration requirements, priority will be given to Canadian 
citizens and permanent residents of Canada. 
—— aed »  Arecruiting team from the Faculty of Management will visit various locations 
unvitsry in Great Britain in January 1990. If you would like to meet a representative 
OF CALGARY during that period, please write to: i 


University of Stirling 
LECTURESHIP IN ECONOMICS » 


Applications are invited from suitably 
qualified persons for a lectureship in 
Economics. Applicants with interests in 
any aspect of economics will be consid- 
ered. A strong commitment to research 
is essential. The post is a five-year 


appointment; this may be extended in 


due course. 


Salary will be on the Lecturer Grade A 
or B, £10,458-£20,469, dependent on 
age, qualifications and experience. It is 
hoped that the successful candidate 
will take up the appointment early in 
1990. 


Applications, in the form of a cv, to 
include the names of three referees, 
should be sent to The Staff Office, 
University of Stirling, Stirling FK9 4LA, 
tel: 0786 73171, ext 2314, from whom 
further particulars are available. Clos- 
ing date for receipt of applications i 
November 1989. 





The Flinders University 
of South Australia 
School of Social Sciences 


“LECTURER IN ACCOUNTING 


(LIMITED TERM) 
Discipline of Accounting and Finance 
(Ret No 89203) 


Applications are invited for the above 
position, commencing in 1990 for an 
initial period of three years, but which 
may be extended for up to a further two 
years. P 


Further information may be obtained 
from. Appointments. (36980), Associa- 
tion of Commonwealth Universities, 36 
Gordon. Square, London. WC1H OPF. 
Applications, ^" quoting ^ reference 
number, should be lodged, in duplicate, 
with the Manager, Human Resources, 
The Flinders University of South Aus- 
tralia, Bedford Park, Adelaide, SA 
5042, Australia, by 17 November 1989. 


EQUAL EMPLOYMENT OPPORTUNI- 
TY IS UNIVERSITY POLICY © 





APPOINTMENTS 
WANTED 


CONSULTANT ACCOUNTANT (MSc 
BSc). 15 years’ wide-ranging interna- 
tional experience in auditing, financial 
planning and analysis, controllership 
and computerised systems design, de- 
velopment and implementation. Avail- 
able. for short-term and/or project as- 
signments. Tel: 0604 711 904 or write 
to Box 3673, The Economist Newspa- 
per Ltd, 25 St James's Street, London 
SWh1 1HG. 





ENTREPRENEURIAL SPIRIT 
with writing/business/environmental. back- | 
ground, problem-solver, seeks employer with 
"vision" to-see how my experience can assist 
his business. Hesearching my specialty. Fiex- 
ible, team. player, organised, self-starter. 
French; German. Relocation desired. 

Elaine Kokoska, 126 Woods End Road, Fair- 
field, CT 06430; USA. Tet (203) 2592757: 


APPOINTMENTS 








Research 


DIRECTOR 
MANUFACTURING 
FORUM 


National Academy of 
Engineering & 
National Academy of 
Sciences 


The NAE and the NAS are 
seeking a Director of the 
Manufacturing Forum 
which will promote interac- 
tion among the highest 
levels of corporations, gov- 
ernment and universities on 
--atters of importance to the 
vU mnufacturing sector. Re- 
-psponsibilities include plan- 
‘ning and supporting Forum 
“work, preparing reports in 
conjunction with experts, 
and. dissemination activi- 
ties. Requires demonstrated 
ability to review and ana- 
lyse technical literature and 
data and excellent commu- 
nication. skills. Unique op- 
portunity to participate in 
creating and building an ac- 
tivity..of national visibility 
<f end importance. Candi- 
‘dates should have a PhD or 
equivalent with at least 6-10 
years. of experience. in. in- 
] dustrial management, man- 
ufacturing “planning and 
analysis, or economic or 
policy analysis with a focus 
| on production systems or 
technology policy. We offer 
alary commensurate with 
experience and an excep- 
| tional’ benefits package. 
Send résumé in confidence 
to: Director, NAE Program 
Office (NAS 304-BG), 2101 
| Constitution Avenue, NW, 
1 Washington, DC 20418. 
EOE. 















































INTERNATIONAL 
PROPERTY 


sa SWITZERLAND 
a Sale to foreigners authorized 
Lake Geneva 


| & Mountain resorts 

d You can own a CHALET/APARTMENT in MONTREUX, 

vins, LES DIABLERETS, CRANS- MONTANA 

VeeeR. LEVON, GSTAAD Valey, etc. From 
SFr, 150000.— 60% credit at PA% 

REVAC S.A, 52. vede Montbitnt- 


CH-1207 GENEVA 
Tek A1-Z2/75415 40 -Fan 7941220 - Ta 22000 
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TheUniversity of Manchester 
Senior Fellowships 


pplications are invited for SIMON RESEARCH 

FELLOWSHIPS in any of the Social Sciences, including 

Law and Education, tenable during the academic session 
1990/91. Stipends, where applicable, normally within the range 
£10,458 -£20,469 pa. (Simon Research Fellowships) or £21,489- 
£24,285 pa. (Simon Senior Research Fellowships) according to 
qualifications and experience. 


Applications are invited for HALLSWORTH FELLOW- 
SHIPS in advanced work in the field of Political Economy (including 
Public Administration). Stipends, where applicable, within the range 
£10,458 -£30,552 pa. according to qualifications and experience. 























These Fellowships are not awarded for postgraduate study 
and applicants should have experience which will qualify them to 
| carry out a substantial piece of original research. Enquiries about 
the scope of the Fellowships are welcomed. Further particulars and 
application forms (returnable by December lst, 1989) are obtain- 
able from the Registrar (Academic Staffing), the University, 
Manchester M13 9PL (Tel. 061 275 2028). Please state for 
which Fellowship details are required and quote ref. 238/89/. 
































The University is an equal opportunities employer. 


















SOLICITATION OF EXPRESSIONS OF INTEREST 
CONSULTANCY SERVICES FOR 


AVIATION ADVISOR 


SECOND NOTICE — The Government of the Philippines (GOP) Department of Transportati 
and Communications (DOTC) is soliciting expressions of interest from interested U 
individuals who can qualify through experience of similar type in the aviation sector, .A 
personal services contract is anticipated. Required technical services involve a review of the 
Philippines’ aviation sector in the areas of policy formulation; aviation laws; organisational 
structure & existing procedural requirements. Contractor shall: (1) review and provide: 
recommendations on the mandate for the aviation sector covering policies on the possible 
deregulation of the airline industry with the review of the sector's organisational structure 
geared towards the improvement of the managerial and executive control and coordination of 
the aviation sector—the sector’s regulatory agencies include the Civil Aeronautics Board | 
(CAB), Air Transportation Office (ATO), and the Ninoy Aquino International Airport (NAIA); (2) 
recommend revisions for updating GOP aviation laws, the draft aviation code, CAB economics 
regulations and administrative orders; and (3) review and recommend revisions in procedures: 
for acquiring operating permits and certificates for public convenience, fare/rate determina- 
tion, and licensing pilots and issuance of certificates for public convenience. Contractor shall - 
be paid in US dollars for salaries/foreign exchange costs and in Philippine pesos for local costs. ^ 
Contract period will be for a minimum of 12 months with option to extend for another 12 
months for a minimum contract period of 24 months. Contractor should be experienced senior 
executive who has dealt with the aviation industry for many years at the executive level, 
preferably with a US government aviation agency; has a clear understanding of the institutional 
requirements of an air transport agency; and has had experience with deregulation) ` 
privatisation of government-owned entities. Background experience in legal or economic 
analysis is helpful. 


interested individuals submit curriculum vitae, statement of previous work experience, 


salary history and proposed compensation, technical writing samples and professional ` 
references to William Reynolds, USAID/Philippines Deputy Contracts Officer, RMC Bidg, . 
1680 Roxas Blvd, 1000 la, Philippines, by noon, 31 October 1989. Previous applicants — 
to this solicitation need not respond. ; 
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NUFFIELD COLLEGE 


UNIVERSITY OF CALIFORNIA AT RIVERSIDE 
OXFORD OX1 INF 






DEPARTMENT OF ECONOMICS E. 
As part of an expansion program, the Department of Economics at the University of California, 
FELLOWSHIPS 










Riverside, wishes to fill two vacant positions for tenure-track faculty. One of the two positions will 

be filled at the junior (Assistant Professor) level. The other is open in level although there is a 

preference for a junior person unless an exceptional senior scholar happens to be available. As a 

member of the campus Graduate Economics Group, the main research focus of the department is in 

the broad area of political economy and economic development. 

Applications are welcome from persons with interests in any of the following three fields: 

1. APPLIED ECONOMETRICS, including both macroeconomics and microeconomic applications; 

2. HISTORY OF ECONOMIC THOUGHT; 

3. MACROECONOMICS. 

Applicants must be able to teach at both the graduate and undergraduate levels, and must possess a 

strong commitment to teaching and high research potential. 

. Applications should include a curriculum vitae, at least three letters of reference, ano of 
published or written research, and teaching evaluations where available. The Department will begin 

: reviewing applications 15 October 1989. The closing date for completed applications is 1 
December 1989. 





Applications are invited from graduates wish- 
ing to undertake research in some aspect of 
Economics, Polities, Sociology {including some 
aspects of Social Psychology), Recent Econom- 
ic, Social or Political History, Industrial Rela- 
tions, Management Studies, Public and Social 
Administration, er international Relations. 
Candidates must be not more than five years 
beyond first graduation.or at a comparable 
stage in their academic career. The Fellow- 
ships will be for three years subject to comple- 
tion of a doctorate in an approved period, and 
will provide accommodation and a salary or 
grant. Particulars from the Admissions Secre- 
] tary, Applications by 28 October 1989. 









































Busine 


Rep RE should be sent to Professor Keith Griffin, Department of Economics, University of > ee 
California, Riverside CA 92521. International | 
The Department of Economics, University of California, Riverside, is an Equal Opportunity/ PEER RTTINESS INFORMATION AND ADVICE 


Affirmative Action employer. Minorities and women are encouraged to apply. 





The Economist intelligence Unit, a 
Dee i om, A division of Business International, is 
Preparing for the future expanding its editorial team for 
Europe. Applications are invited for 

E the following positions. 


Editor for 
Eastern Europe 


c£20,000 


The editor will be responsible for 
editing quarterly and annual publi- 
cations on East European countries, 
as well as special studies on related 
topics. He or she will also be re- 
sponsible for the editing of credit 
risk reports on Eastern Europe. | 
These focus on macroeconomic de- 
velopments with an emphasis on 


ary negoti 













With a turnover of £1.2 billion and over 7000 research information to support your own 










































employees, East Midlands Electricity is a findings. i 
large, successful and innovative organisation foreign balances and have an exten- 
serving two million domestic and commercial You should be an Economist of high academic sive data base. marre. 
customers. ability — particularly in Econometrics — with Deputy Editor for 

a proven record of success in a business N 
Preparing for an exciting future, we are environment where the accuracy of sales Western Europe 
planning to strengthen our Economics and forecasting is paramount. c£18,000 


A second editor is needed to help 
with the editing of the EIU's quarter- 
ly and annual publications on West- 
ern Europe, and one-off reports on 
West European economies and re- 
lated subjects. 


Forecasting team which will provide a 

comprehensive and highly professional service The position is based at our HO to the North 

and play a significant role in our further of Nottingham — an attractive part of the 

development. country to which relocation assistance is 
available where appropriate. 


























Playing a prominent role within the team, you 























will be responsible for medium/longer term Application forms, available by telephoning Preferred qualifications for both po- 
sales forecasting — applying your 0602 671152 (24 hour service) should be sitions include a degree in econom- 
econometric skills to analyse and forecast returned with full supporting information to ics or related field, relevant experi- 
market trends against the background of a S. M. Errington, Director of Personnel, ence, wide knowledge of European 

affairs, and a background in writing 


number of economic scenarios and your own East Midlands Electricity, 398 Coppice Road, 
assessment of market forces. You will also be Arnold, Nottingham NG5 7HX by 30 October, 
required to utilise market 1989. Please quote reference EM/334/89. | 


East Midlands 


or editing, preferably with a busi 
ness orientation. The East European 
editor should also have experience 
of and an interest in the quantitative 
analysis of economic” 
developments. ise 


Please write with full cv to: 
Plowden 



















Penelope 
The Economist Intelligence Unit 
40 Duke Street, 
London WIA TDW. 





à East Midiands Electricity is an equat opportunity 
employer arid positively encourages applicants regardless of sex, race, disability or marital status. 











l The BBC Russian Service, which broadcasts 46 hours a week to the Soviet Union, is seekinga 

C U R R E NT A F FA | R S key member for its editorial management team in Bush House, London. 
The Current Affairs Editor has overall responsibility for the flagship current affairs 
E DITOR programmes London View and Weekend which are being relaunched as part of Russian 
3 ; Service renewal. You will be expected to combine. a strong news sense with sufficient 
Russian Service imagination, depth and organisational ability to ensure that events in Britain, the Soviet Union 
; and the wider world are analysed for the Soviet listener with an effective London perspective, - 
EE You will need a proven track record as an editor and manager, preferably with- 
GW broadcasting experience. First-hand knowledge of conditions in the Soviet Union and of the © 
needs of Soviet listeners. Fluent understanding of Russian. Thorough knowledge of British: : 
and western institutions. Ability to operate under pressure, to manage resources and money 

















a sn ee 







WOR tOD efficiently and to give an editorial lead to people of very varied backgrounds. 
SER VICE Salary according to qualifications and experience on a fixed-term contract. 
Please phone or write for an application form, (quote ref. 3828/EC) on 01-257 2948 or 
We are an equal to the BBC Recruitment Office, Room 111 NE, Bush House, Strand, London - 
opportunities employer WC2B 4PH. UK. 










































SENIOR 
RESEARCH 
- ANALYST 


US-based international man- 
agement consulting firm re- 
quires a market research analy- 
¿f sis professional cin — newly 

] established London office. 
Minimum four years experience 
with outstanding analytical and 
writing skills. Auto industry 
background and/or multi-lin- 
gualism preferred. Box No 97, 
The Economist Newspaper Lim- 

|] ited, 10 Rockefeller Plaza, New 
«|. York, NY10020, USA. 






Tariffs and Customer 
Contracts Department 


The Pricing and Customer Contracts Sections are two of 
three groups in the Tariffs and Customer Contracts Department 
within the Power Marketing Division. They are responsible for 
determining the prices we charge our customers for electricity 
and negotiating contracts with our largest customers. This 
requires an analysis of our cost structures and an assessment of 
past profitability and the impact of proposed price changes. The 
implications of future price regulation for the privatised 
Manweb plc and the form of contracts will be examined by this 
group of staff. Additional staff are required to meet an 
increasing workload in this area. 

You should be numerate with an economics, financial, legal 
and/or computing background and be able to contribute to this 
increasingly competitive area. 

Two of the posts are suitable for recent graduates in one of 
the above disciplines, while candidates for the more senior 
posts should, ideally, have experience of computer-based 
analysis and data handling techniques. However, appropriate 
training will be provided to successful applicants who lack the 
relevant computer experience. While some experience of 
energy pricingis desirable, itis more important for applicants to 
have proven analytical skills and a creative approach to 
problem solving. 

Salaries will range from c£11,000 to £19,000 per annum 
depending on age and experience and will be complemented by 
à comprehensive range of large company benefits. 

Please apply in writing enclosing a C.V. and a daytime 
telephone number to: The Personnel Manager, Manweb, 
Sealand Road, Chester CHI 4LR. 

Closing date for applications is Monday 30th October 1989. 

Manweb operates an equal opportunities policy. 





































«COURSES 


MBA & GMAT 
ADVICE CENTRE 
* For choosing an MBA course we supply 
rankings & guide books. To help with 
“GMAT we sell the Official Guide, practice 
-.. papers and a course on Dec 9th. 


For immediate attention contact 
PasTest UK. Tel: 0565-55226 
Fax: 0565-50264 


GRANTS & SCHOLARSHIPS 
FOR STUDY/TRAINING IN USA 
UNDERGRADUATE, GRADUATE POST 
DOCTORAL 


*990606 

zi The most comprehensive Handbook of 
Awards for Foreign Nationals. Thousands of 
opportunities. Awards from $1000 to 
4 000. Price $23.95. For free details on 
contents of the latest edition, write to: 


AMERICAN COLLEGIATE SERVICE 


Houston, Texas 77244, USA 

































Electricity 
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DOING BUSINESS IN 





THE SOVIET UNION 


Leningrad, 4-5-6-7-8 December 1989 


































š url 


USINESS SCHOOL 











et 


Management 
programmes for 
every size of 


business 


Whether you’re managing a young, growing 
business or a major international organisation, there’s 
a London Business School programme to help 
develop your management potential. 

The Early Growth Programme, for example is 
especially designed for managers of companies in 
their first three years of trading. 


The Growth and Development Programme, is 
for board level management of independently owned 
companies planning dynamic expansion. 

Board level executives in the largest international 
organisations can increase their understanding of 
strategic management issues on the Senior Executive 
Programme. Whilst younger functional managers in 
these organisations will find the Accelerated 
Development Programme a catalyst for self analysis 
and development into senior general management. 


in view of 1992 and the changes in the 
economic policy, USSR opens the next great 
challenge in the globalization process. 
in order to deal with this issue the LIME - 
Leningrad International Management 
institute - is launching a serie of courses 
aimed at helping Western managers who wish 
to enter or to expand their business operations 
in the Soviet Union and who wish to understand 
the opportunities offered by this market... 
LIMI is the result of a partnership between 
Bocconi University (Milan, Italy) and the: - 
Leningrad State University and its activity is 
based on running programs tailored on East- 
West relationships through an international 
faculty, carried out by leading world specialists, 
and direct contacts with both sides companies. 
The first course, “Crafting effective 
strategies for trade with the Soviet 
Union" - Leningrad, December 1989 - will 
focus mainly on the following issues: 
- Designing and implementing Joint-ventures; 
- Running a Soviet Business: managerial and 
organizational perspectives 
- New tools for segmenting the Soviet Industry 
and running effective entry strategies. 


For more information on LBS management 
programmes contact us at the address below, or simply 
send off the coupon. 

Whatever size your business today, we can provide 
the expertise you'll need for management tomorrow. 





are to et 0S S08 mS 8 0,  P—Ó a em mn ny a em a E 


SDA BOCCONI - 


SCUOLA DI,DIREZIONE AZIENDALE 
DELL'UNIVERSITÀ LUIGI BOCCONI 





Qesbuserostétesteodetesbessssiestestésqozosoemsaraunetasestuaeeaeeuriseesvteton een MILANO-ITALY 
"————— —À T€ Gui. Leadignall tntacastionsl Manigedint faetitíte 
Via Bocconi, 8 - 20136 Milano (Italy) a 


iacens A EEES FL clades erii ria ne erint peel Tel. 0039/ 46010 - 6011 M 
Please send details of: a Early Growth Fax 0039/2/83846008 : : S 
{tick as appropriate) Q Growth & Development Please, | would like to receive further information concerning: 


Q Senior Executive DOING BUSINESS IN THE SOVIET UNION 
Q Accelerated Development : 
Surname and Name e 


Q Others 

































Address bobo Ime gees ee ere CL A LR C E 
Dept of Corporate Relations, London Business School, |[. Postal Code |... City LLL ——Á 
Sussex Place, Regent's Park, London NW1 48A, UK. |]: Country... em 





Telephone No 







Tel: 01-262 5050. Fax: 01-724 7875. Telex: 27461. | 








Creating - 
Strategic Advantage 


indu alysis and Competitive Strategy 






m General 
Eye. Management 
sio Rue dpa . Programmes 


Today's successful companies are the ones that have 

lear ned how to get their strategy right. They understand One of Europe's leading university management schools, Cranfield's 

and build on their Strengths, they know with whom they international reputation for reser has Pont built up on povida 
ish to com pe t i " ambitious managers with the skills to excel, Our courses are designe 

wish be ve : i the y have effective mechanisms for with quality in mind, reflecting the latest thinking in management 

establishing their priorities, and they know how to development. 

implement strategy. They act to create strategic advantage. * Relevant and rigorous teaching combined 


with extensive personal development activities 

Competitive strategy is the focus of this Oxford eiue that our range of General Managemerit 
NCC URNA 1 "Hn Togrammes provides a unique experience, 

a prog ma. How is it formulated? What are the cgmbining evaluation of your own strengths and 

for lina management? Will this bring about 

ble competitive advantages for the business? 





































development of your managerial talents. 
, Our 1990 schedule includes: 
W Young Managers Programme 
@ Management Development Programme 
€ General Management for Specialists 
W Senior Managers Programme 
For more information, contact Fiona 
.Sparkes at Cranfield School of Management, 
Cranfield, Bedford MK43 OAL. Tel: 0234 751122. 


a Cranfield 


School of Management 

























be an i portant feature. 
Price £1800 + VAT - residential 
, Enquiries to June Ramsay, Programme Secretary 


: d. College Ref: M620 


3 i Oxtord OX! SNY Tel[08651735422 Telex 83147 atin TEMCOL Teiecopier (0B851 736374 

















DERKELEY EXECUTIVE EDUCATION 1990 
University of California, Berkeley 










P Competitive Marketing Strategies: 
| For High-Tech Products, March 4-9, 


Berkeley, and Oct. 14-19, Sturbridge, Mass. » Competitive Strategies and Public 
For Service Businesses, July 15-20, Berkeley " Policies for Telecommunications 


m Management Development, July 22-27, 
” Berkeley 








` .. For Consumer Products, Sept. 23-28, Berkeley Companies, Nov. 4-9, Berkeley 

$% Advanced Strategic Market Planning and » The Berkeley Program in Executive 

” Analysis, March 11-16, Berkeley Compensation, June 10-15, Monterey, Calif. 

P Corporate Financial Management and $ Custom-Designed Programs 

1. Strategy, May 13-18, Monterey, Calif. : 

» The Berkeley Executive Program, For further information: Betty R. Robinson, 
Sept. 30-Oct. 26, Berkeley Administrator, Berkeley Executive Education, 

b. University Extension, Dept. 587, University of 

$ Managing High-Technology Companies, California, Berkeley, California 94720, USA 

*" March 25-30, Berkeley, and Oct. 14-19, Sturbridge, Telephone: (415) 642-4267, ext. 587. 
Mass. - Fax: (415) 643-8683 








OMIST OCTOBER 14 1989 











COURSES — 07 0 0. 





SEMINARS 





I 


CHOOL 
























O P T State Dept, we fer foreign nguage mystery LEARN TO SPEAK FRENCH BY 
ramas, hf ner helpful materiais. And TOTAL NATURAL IMMERSION 














A Theta T on kaani and Hedging with French participants tor 7 
BE oid e RE intensive days in the DORDOGNE ` 
The Institute of Finance and Accounting at London y Portuguese. Korea, Cháteau LA VALOUZE 
Business School will again be running this most popular and Swedish Tas EE Sp Cot ; 
successful residential seminar on options. It is designed for 9 BUCCKECORUIY J. L. Lefevre CIEL.BP.180 
those professionally involved in trading options, issuing e E LANGUAGE BOURGE 24490 LA ROCHE CHALAIS, France 
options related instruments and using options for hedging. Tel: 53 91 44 28 
Key elements of the Seminar are: 


* Option Pricing Models 

* Hedging Techniques 

* Volatility and its implications 

* Equity Based Options, Bond and Interest Rate Options, 
Currency Options, etc. 


UNIVERSITY DEGREE 


For Life, Academic & Work Experience - 
Degrees for people who want to be more effective and 
secure In their Jobs or Professions. 


Faculty teaching on this Seminar will be Professors ER'S t 
Stephen Schaefer and Richard Brealey, Dr fan Cooper, des gena pig More emis wena! cours 
Dr Evi Kaplanis, and Anthony Neuburger. santas via tn. pomp see tN aia er to 
Fee: £1,300. Our graduates are recognized for bagel’ 


Enquiries and applications should be made to the 
Seminar Registrar, Susan Park, at the address below. 





Send detailed résumé on work iffe and academic experience for a nio 
cost evaluation. 


PACIFIC WESTERN UNIVERSITY 


600 N Sepulveda Blvd, Los California 137—USA 
Phone: 213/471-0306 Pola ean ^ Fax: 213AT1-8456 






Institute of Finance and Accounting, London Business School, 
Sussex Place, Regent’s Park, London NWI 4SA, UK. 
Tel: 01-262 5050. Fax: 01-724 7875. Telex: 27461. 


i 
| 
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TIC | HOME LANGUAGE LESSONS 


Fodh ua b i HOME LANGUAGE LESSONS, probably the most original and certainly th 
sp peti abide ig onion © most effective way to learn the language of the county phi hice chiin, 
n un , i 


guarantees total isolation since you LIVE and STUDY in your teacher's home. 
usi : The countries we offer are: UK, USA, Australia, Malta, France, Germany, 
INTERCONNECTIVITY - 1-2 NOVEMBER 1989 - £595 + VAT Spain, Argentina, Portugal, Italy, Taiwan and, from January 1990, USSR 
| Computer networks should communicate and can. Interconnectivity deci- (Moscow and Leningrad). 
' sions can make or break the performance of your system. This seminar 
shows you how to analyse your system and make the right choices. 


Total isolation from your own language is the surest way to progress in learning a 
UNDERSTANDING DATA COMMUNICATIONS - 20-21 NOVEMBER 1989 


foreign language. ue dues 
HOME LANGUAGE LESSONS. Department E, Reservations Office, 12-1 
Royal Crescent, Ramsgate, Kent CT11 9PE. Telephone (0843) 589853. Fax: 

£595 + VAT No previous technical knowledge is needed for this 

thorough background in Data Communications. Using live demonstra- 

tions, this seminar covers methodologies, OSI, ISDN and future trends. 


(0843) 590300. Tix: 94016388. 
New York Tel: (212) 6621090. Rio Tel: 2245588. Buenos Aires Tel: 
3112816 Osaka Tel: 3445721. Paris Tel: 48049997. Frankfurt Tel: 293733. 
EVALUATING AND IMPLEMENTING PC NETWORKS 
22.23 NOVEMBER 1989 - £595 + VAT The use of open and standard 
architectures now can enable true information sharing. This seminar 


Madrid Tel: 2596406. 
‘The foreign language RESOURCE L A NG UA G E 
shows you how to develop a successful network that will move into the 
future with you. 


for professionals who have to 
communicate in the real world: 
STRATEGIC NETWORKS - 24 NOVEMBER 1989 - £295 + VAT 
By the close of this seminar delegates will be better placed to ensure thal 


their business objectives are directly supported by an appropriate network 
of information and communication systems. 


















































onal cassette programsin 
: from Albanian to Hindi, © 






For course brochure telephone Julie Barnes on T ; 
E USA TeleFAX: 29 Lexington Rd., 
01-871 2546 or FAX 01-871 3866 ; 010-1-508 Rcx 
The Network Resource Centre, 2 The Chapel : 371-2935 Mass 01742, USA. 
Royal Victoria Patriotic Building, Fitzhugh Grove, London SW18 3SX Em u Errem "cm 
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INESS & PERSONAL 


IMMIGRATION—CANADA 


One of Canada's largest 


investment 
guaranteed investments in the Investor-l 


houses offers bank or first mortgage 
Immigrant Program. 


We are leaders in the field of Investor-Immigration in Canada. Confidentiality is 


C/O Me Lovis Latine Mr Sens, Sb ce Mord Canada 8 


‘slophone 


North American 
industrial Group 
Would like to acquire a UK-based man- 
ufacturer of consumer products with a 
North American export presence or 
potential. Sales of £5-15 million. Reply 

to: 


Suite 2316, 120 Adelaide Street West, 
Toronto, Ontario, MSH 1T, Canada. 


LONDON 
South Kensington 


Luxury. fully furnished one and two. bed 

flats in. quiet cul-de-sac off Cjocens Gate. 

~ “ident manager, direct dial telephones, 
ĉo security and colour TV. Weekly 
+s trom £266 to £560 plus VAT. 


FULL DETAILS: TEL 01-225 0184. FAX 
01-225 0280. TELEX 893095. 


In Fübruaty it was fight to be bullish of the dollar for 
BS. a NCY BULLETIN was. Bul is it right 
now Ha 


The best advice on currencies: you can hope te 
find. C Sendt for your tree: fo CB/PCP 14 
Pon Matt, London: SWI: England, Fax (+449) 838 
IMMIGRATION TO BRITAIN 


Do you need sound advice on UK immigration 


. 2]. matters? Vf so, come to the Professionals, 


Former senior officials of the: UK Immigration 
Service will assist with every aspect, including 
, business investor cases. work permits, overseas 
Company representatives and: all individual to- 
quirements. Ask tor aur information pack. 
Contact Cooper Harrison & co, Suite 316, Pre- 
; mier House, 10 Greycoat Place, London SWIP, 
“f Tek 01-222 8866. Fax: 01-222 5358. 


CONSULT 
PROJECT 
SEARCH 


The CPS Database is marketed worldwide 
4 IS 


HANDWRITING ANALYSIS 


-| Suspect Documents: Examiner of 
vp Forged/Anonymous writing. 
EC Also 

;| Personnel/Character Assessment. 


P. Lavell 
9 Village Close 
London NW3 5AH 
Tel: 01-794 6060 


WILLETT HOTEL 


32 Sloane Gardens 
London SW1W 8DJ 

Tel: 01-824 8415 

Fax: 01-824 8415 
: Telex: 926678 
<f- Small character town house off Sloane 
"E Square: Alf modern facilities. Full Engish 
breakfast inclusive of very modest rates. 


Aa LINBAR EXCLUSIVE HOTEL 


OCTOBER 14 1989 


4S9. 
Fax 514/879-1015 


NAURU BANK FOR SALE 
Central Pacific: No experience re- 
Quired. Bearer shares. No taxes. Full 
powers. US$7,500. Nauru internation- 
al Services, 16929 E. Enterprise 
Drive, 201, Fountain Hills, AZ 
85268 USA. Fax: (602) 637-2643. Tel: 
(602) 837-7988. 


Value Added Tax coming to Canada 
January 1991. 


Canadian firm seeks UK or European 
(English speaking) VAT consultant to 
help with finer points/develop strategies. 


Fax: (416) 638-2133 


APPOINTMENTS 


LONDON 


| DOCKLANDS APARTMENT 
FOR RENT OR SALE 


Stunning very large 2 bedrooms, 2 bathrooms in 

historic building right on the Thames. Under- 

ground dock and mooring. Five minutes from 
nary Wharf. Twenty minutes City. Fish from 

windows! Suit 1-4 people. £200 per week. Mini- 

Fain ie one month, or for sale Ec MN 
'elaphone: evening preferred 01- or 

: day 1821 6788. 


KNIGHTSBRIDGE 
GREEN HOTEL 


A small family owned hotel in Knights- 
e [^ femodelled | 


bridge which has been totally 
and refurnished to a high standard. 


Suites 

VAT & SC. 

“A comfortable, spotiessly kept little hotel 
in the heart of Knightsbridge —Egon 


For reservations 01-584 
6274, or write to 189 Knightsbridge 
SW1X 7PD, fax 01-225 1635. 


g 


18006. 


BUSINESS VENTURE 


COMMERCIAL DEVELOP 
EASTERN BLOCK 


d 


'ancouyer 
885.4335 


~~ US IMMIGRATION 


Obtain US Immigration through pur: 


Chase of secured and well-rew: 

| real estate or opening of Ameri 
, branch companies; etc. ALL M 
- TERS HANDLED BY A LICENSED 


ATTORNEY/PRD ECONOMIST. ^. 
Contact: Edward P. Gallagher, Attor- 
ney-at-Law, PO Box 70302, Wash 
ington, DC 20088 USA. Tel: (301). 
299-7269. Fax: (301) 983-3439. 


BODØ GRADUATE SCHOOL OF BUSINESS 


Bode Graduate School of Business was established in 1985 


Ministry of Culture and Scientific Affairs. The graduate 


modern university center in the city of Bodo, Norway, in unri 


Applicants are invited for chaired positions as 


* Professor in Information Resource Management 
Professor in Entrepreneurship 


Professor in Marketing Management 
Professor in Management and Organization. 


Successful candidates should have a well documented record of teaching and research 
within his field. He or she is expected to reside in Bode and to be willing to learn 
Norwegian. Experience from graduate program in business is an advantage. 


Candidates which by the evaluation committee are not. 
chaired position, may be offered positions as associated 
3 year period following an appointment as associate profe: 
a right to require reevaluation for the full professorship c. 


SSor, 
hair . 


under the authority of the 
school is located in a small: 
valled natural surroundings. 


deemed fully qualified for the 
professor (dosent). During the 
the person employed have 


The posts are tenured with salaries, dependingon level of. competence, in therangeof NOR 


255 907 - 299 610. Certain other benefits are also available. 


Further information may be obtained from the faculty dean, dr. Lars Kolvereid, or the 
associate dean, dr. Frode Mellemvik, (tel. 47 81 17200) 


Deadline: November 15, 1989. 


Upon request, applicants should be willing to submit the most important research works 
(including the doctoral thesis if any) to the recruitment committee. 


Applications marked "professorship" 


tions should be sent to: 


Bode Graduate School of Business 
Nordiand University Center 


with Curriculum Vitae and list of scientific publica- 


P.O.Box 6003. N- 8016 MØRKVED - BODØ Norway 
















NEW YORK TIMES SUNDAY EDIT. 
UK delivery and subs 0225 335378. 


















DRINK TRADE 


CHARI NGWORTH iff i VISITING Italian trading company distrib- "Ali the news that's fit to print.” 
MANOR | LONDON? uting wines on tap seeking new | —————————— ——Á Lo 
i WORLD OFFSHORE Cos GUIDE: 


suppliers of drinks and dealers 
in EEC. 

Enoservizi srl — CP 2007 — 
37122 Verona — FAX (+39) 
51225423 — TLX 520689. 


b 
BORED MEETING Forget hotels 
WN Self catering apartments, fully 
Ther IN TO 1? E | serviced, T.V., telephone, telex, 
The perfect location for board and | fax, short or long rental 
2 i o of out I. 


£16 (refundable). 107 Westbourne 
Park Road. London W2. Bookhouse 
international Services 
M —Ó HÀ 
2ND PASSPORT/DR LICENCES. Any 
country, various reports on how to 
obtain them. INI, 26 Kleomenous, Ath- 
ens 10675, Greece. 


















manor house 
ds of hotel 


J| tel: 01-835 1144 

Eor colour brochure .— fax; 01-373 9693 
V Chipping Campden, © SERVICED | 
a | APARTMENTS LTD | 


Telex: 333444 CHARMA G | 26/21, Collingham Gardens 
ius Botan 198889 AA L London SW5 OHN 


à 
START an Import/Export Agency. No 
capital. or risk. immediate access to 
profits in world trade, FREE booklet. 
Westlink (C), 55 Constitution Street, 
Edinburgh EH6 7AY, Scotland. 


al Hedoz. 
Sarah Hodge Recruitment Consultants 


Need a Top Secretary? 


Call (01)434-0030 
215-217 Oxford St London W1R 1AH. 




















OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details, Overseas Employment 
Services, Dept EC, PO Box 460, Tt 

of Mt Royal, Quebec, Canada t 
3C7. 
t t tiit 
"HENLEY'S FORMULAS". 10,000 
ideas. Research, workshop, chem, sci- 


PROGRAMME OFFICER/ | EXE 
PROGRAMME ANALYST | === — 


‘The International Planned Parenthood Federation is the world's largest non-government HOW TO LEGALLY OBTAIN A 
organisation working in the field of planned parenthood and related health services. Consisting of SECOND FOREIGN PASSPORT 
voluntary associations in 125 nations throughout the world, its annual income is in excess of US$70 A SECOND PASSPORT OFFERS MORE FREE- 
million DOM, GREATER SECURITY AND INVEST- 

: MENT OPPORTUNITIES AND CAN HELP TO 
Programme Officer 


SAVE TAXES. 
Salary KINA 90,027-41,908 pa. DLP RED are cd 
(This post will most likely be based in Port Moresby, Papua New Guinea) — fom oa surea, ed 
To assist Family Plannir.g Associations in identification of needs; training in management and guarantee if not completely pleased. — 
iy Addo Aeris bandas reporting and monitoring Work/Programme Budgets. Travel within reper a paon Aa tak 
| Candidates should have a degree in one of the social sciences, together with at least five years field 
„related experience in social welfare programmes, preferably family planning activities and working 
knowledge of the region. 


from: Scope Books Ltd, Box No 118, 62 
Murray Road, Horndean, Hants POS SUL, UK. 
Programme Analyst 

|. Salary M$59,933-M$81,327 p.a. 

Based in Kuala Lumpur ~ Malaysia 

; To provide up-to-date analysis and interpretation of data/reports on political social economic and 
demographic trends within the East and South East Asia and Oceanic Region, and to introduce 

ideas and develop projects with regard to unmet needs in the Region. 

Candidates must have à relevant degree in statistics together with a minimum of five years 

experience of analysing programme strategies. Past experience of country population/field related 

programmes is essential as is experience in working with other international population and 

development agencies. Knowledge of statistical data analysis and use of computer software 

including graphics is also required. 

For both posts, salaries are payable in convertible local currency together with fringe benefits. : MANAGEMENT, 

| Please send applications with full curriculum vitae to: Director, Personnel and Administration, SERVICE AVAILABLE 

: International Planned Parenthood Federation, Regent's College, Inner Circle, Regent's Park, 

: London NW1 4NS. 

- In view of the large anticipated response, only shortlisted applicants will be acknowledged, and the n 

closing date for applications is 27th October, 1989. COMPANIES HOUSE 

RAMSEY 
ISLE OF MAN 
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Credit card orders by phone or fax ac- 
cepted. Tel: (0705) 592255. Fax: (0705) 
501975. Outside UK dial (International 


COMPANIES 


BRITISH VIRGIN 
ISLANDS 










































« IPPF is an Equal Opportunities employer | ET m 
i = " FA 0624 519540. 
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OUTPUT, DEMAND AND JOBS America’s jobless rate rose to 5.3% in September, but this was still 
slightly down from 5.4% a year ago. In the same month unemployment in Canada was 7.3%, and in 
Sweden 1.5%, both small declines on the rate in September last year. In the year to August retail 
sales in West Germany increased by 3.6%, compared with a fall of 0.2% in the 12 months to July. 
The 12-month growth in Spain's industrial production slowed to 3.3% in July. Belgium's industrial 


output rose by 5.096 in the year to May. 
* change at annual rate 





3 mthst 1 year 3 mthst 1 year 


retail sales [volume] 





Australia * 42 * 03 i + 25 +39 c 
+47 + 5.0 wy na na 





unemployment % rate 

year latest year ago 
+35 m 59 Aw 70 
+ 08 wt 106 ag’ 117 











yer ppp ` : 

PRICES AND WAGES American wages increased by 3.8% in the year to September. West German 
earnings also rose by 3.8% in the year to August—a real pay rise of 0.9%. In France wholesale 
prices rose by 8.1% in the 12 months to June. Britain's wholesale prices increased by 596 in the 12 
months to September. In the same period consumer prices rose by 3.4% in Switzerland, 3.596 in 


Belgium and 1.396 in Holland. 
_% change at annual rate 

















Sweden +44 + 63 + 2.0 
Switzerland +13 +34 se — 02 
UK + 61 + 73 ng + 44 
SSA +43 +47 +38 





* 38 + 38 Sep 


ings UR monty eut uring excepi Australia, wee earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA hou 


@ INDUSTRIAL OUTPUT Over most of the 
past seven years, Canada’s industry has 
been expanding its ouput faster than that of 
any of the other seven largest oeco econo- 
mies. For that, Canada should thank a 
backlog of space capacity—and booming 
demand across the border, in America. 
Japan has now caught up, with the United 
States not too far behind. The four big 
European countries are a long way behind. 
Of these Britain was the clear leader until 
1987, but the others are catching up. Brit- 
ain's industrial production grew by about 
4% in the year to the first half of 1988; in the 
past 12 months it has fallen by 0.5%. In 
West Germany, France and Italy, by con- 
trast, the 12-month growth in industrial 
Output has either speeded up or at least 
remained firm this year. 
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COMMODITY PRICE b 
mm Hot drinks have been the | 
big movers in The Econo- | 


mist's food index this year. Coffee and cocoa | 
prices are at 14-year lows thanks to over- - 
production. Coffee went into free-fall at the 
beginning of July when export quotas lapsed - 
following the breakdown of the price-fixing 
agreement. Talks aimed at reviving it ended f 
in failure last week. Attempts to revive the- 
cocoa agreement have also failed. The | 
buffer stock is at its limit of 250,000 tonnes — i 
and its manager does not have the aut E. 
(or cash) to stockpile more cocoa. By [4 
contrast, tea prices have soared over the | 
past six weeks as supplies tighten. 
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1985—100 % change on 
Oct3 Oct 10 ¢ one one 
month year 
——————— we - 
Dollar index 
All items 132.1 131.0 -02 — 87 
NST 02 —87 
Food 99.5 96.9 — 31 —149 
————— S —391 -—149 
industrials 
All 164.4 1650 +15 — 46 
Nia tt 137.7 135.9 — 09 —19 
Metais 183.3 185.5 +29 — 59 
——————— 9 1099 — ^ 29 — 59 
Sterling index 
All items 105.4 1078 -09 +07 
Food 79.5 797 —38 — 62 
DY  —398 — 62 
Industrials 
All 1312 1957 +08 +52 
Nia tt 1009 1118  — 16 4 81 


Metals 146.3 152.6 +21 +37 
— EO 6 


All items 105.1 1052 —24 — 56 
LL E — 950 


Food 79.2 7.8 | — 52 —120 
Industrials 
All 130.8 1325 -06 — 13 
Nfa t$ 109.6 109.2 = 31 + 14 
Metals 145.9 149.0 +08 ~ 27 
Gold 


$ per oz 365.75 36200 +10 —108 
La IUL 10.8 


$ per barrel 18.75 18.40 +28 +481 
eS 1840 - 28 -481 
+ Provisional + Non-food agriculturals 
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8 TRADE'S BLACK HOLES In theory coun- | WORLD BOURSES After hitting all-time highs on five consecutive trading days, Wall Street slipped 
tries’ current-account balances should all | back to end 1.1% up on the week. Paris also touched an all-time high thanks to takeover 
add up to zero; in practice, the world has had speculation. Tokyo was unchanged. London skidded 4.396 as traders panicked about sterling. 








a large negative balance since the late | Stock price indices % Change on 
1970s. The discrepancy for a given year Oct 10 ; 1909 z me one — mod 31/12/88 
tends to decline over time as the data are | + gcrg + Oct6 igh r ee, eee ak 


revised, but it never disappears. In 1987 the 



























































: Australia 1755.7 1781.8 14129 — 09 +137 —239 +18.0 +75 
mF concluded that the under-recording Of | Beigum 67720 68053 55198 +23 43288  —05 4217  *138t 
investment incomes was to blame. The | Canada 4025.4 4037.8 93505 — 4 03 +187 -24 4187 +208 
global discrepancy fell sharply between | France 559.9 560.2 rT AoA RON —U0i 4942 « PO 
1984 and 1987, not due to better data, but | W.Germany — 20568 20568 15957 *24 — 4291 -97 4245 — +165 
because the positive discrepancy on mer- Holland 2080 210.5 166.7 + 14 + 293 — 12 +25.5 +17.3 
chandise trade increased—higher exports | Hongkong 28440 33096 2093.6 Fo) aoe 0 58. 49 
by one country are often recorded in its Italy 691.4 734.8 577.5 = 09 +224 239 +17.2 +99 
accounts months before the importer makes Japan 35376.4° 356900 30183.8 nil + 288  —09 417.3 + 18 
an offsetting entry. Last year the world's Singapore 1420.9 “1420.9 1030.7 + 23 4 395 — 56 436.8 +35.1 
vipa : South Africa — 26920'* 2838.0 1961.0 = 42 +508 — 5! +37.8 +37.8t 

current-account deficit widened again to $66 Spain 322.3 328.9 268.6 — 08 +130 —20 +17.5 +10.5 
billion. It's those protectionist Martians. Sweden 4360.3 ^ 4660.3 33339 +05 + 372 — 64 +26.6 +19.3 
Switzerland 813.4 8291 613.1 +29 + 44 — 19 +34.7 +22.2 

UK 2218.8 2426.0 1782.8 — 43 +207 —92 323.7 + 66 

USA 2785.3 279314 —— 2146 *11 +202 -02 +284 +284 

al financial rate 


MONEY AND INTEREST RATES British banks lifted their prime rates for lending by one percentage 
point to 16% (ie, base rate plus 1%). Japan raised its discount rate by half a percentage point; the 
12-month growth of its bróad measure of money quickened to 9.6% in August. 
























































Money supplyt Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

% rise on year ago Money market Commercial banks Bond yields Eurocurrency 

Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds 
[M1] lending 3 months long-term 3 months 

Australia — ^86 *304 my 1825 — 1843 2050 18.10 1357 1457 18.13 14.47 

Belgium * 70 + 69 o 9.38 9.55 11.75 9.20 8.92 8.77 9.56 8.91 

Canada + 36 +10.1 aw 12.50 12.28 13.50 12.28 9.84 10.53 12.00 9.99 

france 455 77. 94 969 1050 — 981 8.88 9.35 981 895 

W. Germany + 54 + 58 m 7.95 7.95 9.00 7.23 7.35 7.35 7.88 7.22 

Holland +37 +11.6 » 840 8.10 1025 8.10 7.46 7.81 788 755 

Italy 484  -98. 1263 1313 14.13 na 1199 1166 1213 11.08 

Japan * 16 + 96 ^ 5.56 5.08 4.88 2.04 5.30 5.49 5.94 5.50 

Spain +15.9 +148 An 15.03 14,90 16.25 7.75 12.56 13.95 13.87 na 

Sweden na +64 w 1200 1205 1250 — 1175 1127 1199 1175 1138 

Switzerland — 6.5 + 6.7 w 7.50 7.88 8.50 7.00 5.45 6.06 7.69 6.02 

UK * 61 +173 rq 1450 15.10 16.00 15.00 989 1157 1506 11.35 

USA — 06 + 4.1 us 8.88 8.74 10.50 8.61 6.01 9.12 8.75 8.79 
Other key rates in London 3-mth Treasury Bilis 14.4%, 7-day Interbank 14.9%, clearing banks’ 7-day notice 4,0%. Eurode"-~ 

— rates (Libor): 3 mths 8.7%, 6 mths 8.5%. 
1981 82 83 84 85 86 87 88 pt ex UK Mi; WS except Belgium. Holand, Tal and Sweden M2, Japan M plus CDs, UK MA. Definitions of interesi als quud MONIALES 

Se ANZ Bank, core The WE n oer rates Mere paren e nir eris by sperta : > 


TRADE, EXCHANGE RATES AND RESERVES After falling in July, West Germany's visible-trade surplus rose to $7.0 billion in August, lifting its 12- 
month surplus to $75.6 billion; its current-account surplus also widened, to $54.1 billion. Britain's foreign reserves fell by $8.5 billion in the year to 
August as it tried to hold the pound steady. In trade-weighted terms sterling fell 2.4% on the week, to its lowest level for 2} years; the yen fell 1.3%; 
but the dollar recovered some of its losses caused by central-bank selling and rose 0.8%. 






























































trade balance current- trade-weightedtt currency units per $ currency units foreign reservestt 
$bn account exchange rate $bn 
latest latest 12 balance $bn 
month months latest 12 mths latest year ago latest year ago per£ perSDR  perecu Aug yearago 
Australia — 068 a — 40 — 149 ^ na na 1.29 1.25 2.01 1.63 141 13.0 12.9 
Belgium + 0.29 ww + 11 + 320 106.7 106.2 40,0 39.3 62.3 50.5 43.2 9.9 8.6 
Canada +087 w + 63 — 131 x 105.3 100.9 1.17 1.21 1.83 1.48 1.28 15.9 13.1 
France — 1174 — 69 — 48m 100.6 99.3 6.43 6.31 10.0 8.12 6.98 25.8 29.3 
W. Germany + 7.00 ^» + 75.6 + 54.1 ^w 114.5 113.3 1.90 1.85 2.96 2.40 2.06 56.9 59.0 
Holland — 0,08 Jun + 45 + 59 a1 111.4 110.6 214 2.09 3.34 271 2.32 15.8 . 145 
Italy = 134 a4  — 135 — 540 98.6 96.3 1393 1379 2170 1760 1509 43.4 30.5 
Japan + 508 a, + 893 + 69.5 ag 137.2 148.0 144 131 224 182 156 87.4 89.4 
— 280 ay — 261 — 8i w 103.4 98.3 120 122 187 152 131 41.2 34.5 
Sweden + 031 Aug + 35 — 34 w 96.4 96.0 6.50 6.33 10.1 8.22 7.07 B4 B.0 
Switzerland — 044 ww — 62 + 550 107.2 109.3 1.66 1.57 2.58 2.09 1.80 20.9 22.1 
UK — 851 aw — 416 — 338 rw 89.0 95.9 0.64 0.58 — 0.60 0.69 333 41.8 
USA — 258 m —1116 —1224 a 70.5 68.0 — — 1.56 1.26 1.08 51.3 36.7 
tAusirala, France, Canada, Japan, UK and USA imports fob, exports fab. A others c/o. $$ Bank of England index 1985 - 100 New series. tt Excluding gold. 
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Tm ‘elite you, next iiie 

i coming to us!" 
Fortunately, there are easier ways to reach one's business friends nowadays. 
Even across borders and time zones. If you want to improve your communication 
with Germany, have a word with the Deutsche Bundespost. They have the most 
up-to-date know-how, nationwide networks and advanced communications 
services available. Whether it's Text or Data Communication, Videoconference, 
ISDN or optical fibre technology, today and in the future the Deutsche Bundespost 
is the right partner for companies dependent on communication across 
boundaries. For further information please contact: Deutsche Bundespost, 


P.O. Box 1190, D-6600 Saarbrücken, Federal Republic of Germany. 


Telephone: ++ 496151834641. We're removing old barriers to cooperation. 


X Deutsche Bundespost 


We make cars, trucks, aircraft — and 
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i leads to another.. 





Transport technology has always 
been a “futures” industry, combining the 
skills of many disciplines. 


The Saab-Scania Group possesses a 
unique breadth of products in the field of 
transport technology. A fact which allows 
knowledge gained in one area to be 
used in others. 


C 

= 

N | But that synergy is not just in products. 
O 

k 





Over the last decade the Saab-Scania 
Group's world-wide sales have increased 
each year by an average of 14%, and 
profits rose by an annual average of 
21%. During that same period more than 
14% of sales was re-invested in sites, 
plant and product development. As a 
result sales in 1988 exceeded SEK 
——— — — 42,500 m. (US $68 billions) and 
consolidated income SEK 3,200 m. 


The Saab-Scania Group profitability 
O z has enabled us to expand our operations 
and improve competitiveness while 
maintaining a strong financial position. 
G Which has led us to where we are today. 











m For more information about Saab-Scania and its products please write to: Saab-Scania AB, 
Corporate Communications and Public Affairs, S-581 88 Linköping, Sweden 
















Where it leads us today - our 
innovative approaches to car 
design in areas such as turbo- 
charging, direct ignition systems 
and aerodynamics. Involvement in 
space technologies, such as the 
Ariane space program. Today's top 
of the range Saab 9000 CD, the 
new Scania 3 series trucks “Truck 
of the Year" 1989 and the Saab 340 
regular airliner. More comfort, 
more economy, more power, more 
capability. 
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Wuar Goop Is A Business ON THE MOVE 
Ir Your BANK Stays AT HOME? 





If your business is expanding into new trade finance and capital investment needs. 
markets, you need a bank you can count on. In fact, no other bank offers Asian 
You need a hank like Security Pacific. businesses as many connections to the West 


~ —M . ) of: 
Coast as Security Pacitic. 


With forty offices throughout the z 
Security 


So before your business makes 


West Coast of North America and all of 
Asia's major financial centers, Security its next move, why not make sure you 
Pacific is well equipped to handle your have a bank that will move with you. 


IT TAKES AN EDGE 





Hong Kong (852-5) 841-1811 Japan (813) 587-4800 Korea (822) 757-6850 Malay sia (603) 238-9855 Singapore (65) 224-4122 


Taiwan (886-2) 777-5533 Thailand (66-2) 231-0340 Phil ppines (632) 850-791 
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Boxee) ere) JAPAN'S NEXT CAR WAVE — iem 
SEEN PETER DRUCKER'S 1990s ^— 
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si Apter DISSERTATION ON ALTERMATIVE CUISINE. 
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TO OFFER THE OPTION OF A Low CALORIE MEAL IS., FOR SO 


OPPORTUNITY TO DEMONSTRATE THAT GO 
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SINGAPORE AIRLINES First CLASS 


INDEED BE COMPATIBLE 


LIVING CAN 


STE AND HEALTHY 


Tu All The Best Airlines 
We Check Our Passengers On Board 























One By One 


Les just one step in the electronic tracking of your international 


express shipment, when you send it UPS 
Recognizing that your delivery is as vital to our business as it is to yours 
A point of view which happens to have made us the world’ largest package delivery company 
And, often, the most economical 
The UPS international network now offers express delivery of parcels and 
documents to over 175 countries and territories worldwide 
But we never forget how we will maintain your trust. One delivery at a time 
. By our people taking personal responsibility. 


On the ground. In the air Every step of the way. 


Esk 


United Parcel Service 
As sure as taking it there yourself 


For further information call Australia: UPS/Rohlig Express* Tel 663-0774 Bombay: UPS/Elbee * Tel 22-6124449 Brunei: layapuri (B) Sdn Bhd * Tel (673-2) 42401/43689 China, Peoples 
Republic of: UPS-Sinotrans* Tel (86-1) 482-278/( 86-21) 213-862 Hong Kong: UPS Parcel Delivery Service LTD * Tel (852) 3-7353535 Indonesia: UPS. PT Global * Tel (62-21) 380-3267 
Japan: UIPS- Yamato Express Service Co , Ltd + Tel. Ichikawa (0473) 27-6121 Korea: UPS Korea Airfreight LTD + Tel. (82-2) 693-4419 Macau: United Parcel Service * Tel 37353535 
Malaysia: United Parcel Service (M) SDN BHD * Tel (60-3) 255-2566 New Zealand: UPS/Fli- Way Transport * Tel. (64-9) 275-3060 Papua New Guinea: RLC Air Cargo * Tel (67-5) 25 
1511 Philippines: Delbros Inc * Tel (632) 8321565-69 Singapore: United Parcel Service Singapore PTE LTD * Tel (65) 542-5151 Taiwan: UPS International Inc /Taiwan Branch * Tel (88-62 
597.5998 Thailand: UPS Parcel Delivery Service LTD * Tel (662) 511-4881, 511-2199 513-4614 ® Trademark and service mark of United Parcel Service of America, Inc, of USA 
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6 On Vietnam, the Amazon, Marx and the envi- 
ronment, Malthus and Ricardo, auditors, alpha- 
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oft on Vietnam 


SiR—Your article on Vietnam 
eptember 30th) contained the 
same kind of muddle-headed 
inking that caused me to can- 
el my subscription to Time. You 
state, “Despite its failure to 
natch economic liberalisation 
h political change, Vietnam 
eds a break." Why should 
western democracies prop up 
mmunist tyranny with eco- 
omic: aid? For Vietnam, the 
ad to prosperity and better ties 
h the West is political reform 
id. pluralism. Economic aid 
uld be given only after that. 
You go on to say, “If America 
blocks.the rewards, it risks un- 
mining the limited reforms 
that have been made." How ab- 
rd! Do you really think these 
forms were made to please the 
lest? They were made because 
the abject failure of commu- 


osting the earth 


iR—I was delighted with your 
ader about the Amazon (Sep- 
mber 9th) which correctly 
ated that the true value of a 
in. forest as a productive re- 
urce is far greater than the re- 
n from destroying it for tim- 
or to make way for cattle 
ranching. 

But ] would point out that this 















* 
$ For other local fates please see subscription insert card 


is not exactly news to the people 
of the Amazon, who are fighting 
for the forest for that exact rea- 
son. A leading figure in this 
struggle was of course the rubber 
tappers’ leader, Chico Mendes, 
who, in an interview shortly be- 
fore his murder, stated "there 
are an infinite number of natural 
resources in the forest . . . the in- 
come from one hectare of forest 
is 20 times greater than when the 
forest is cleared and made over 
to cattle." 

What is standing in the way of 
the rational exploitation of the 
forest is the power and greed of 
the landowners and corpora- 
tions who murdered Mendes 
and hundreds of others like him. 
Why, you might ask, are the 
landowners destroying the forest 
when it is so much more valu- 
able when it is standing? It is 
more a question of who benefits, 
than of how great the benefit 
may be. 

What is needed in the Ama- 
zon is something far more radi- 
cal than just a more enlightened 
form of exploitation by land- 
owners and corporations. What 
Mendes was fighting for was 
above all social and economic 
justice, and the rights of the peo- 
ple of the forest, indigenous or 
otherwise, to control their des- 
tiny and become the beneficia- 
ries of development in the Ama- 
zon, not its victims. 

This is why it is unwise to 
write off 
and put faith in those same 
forces that have unleashed the 
destruction of the Amazon, now 
to rescue it. After all, the Indians 
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"innocent Indians", ' 


- have not survived four centuries | 
of genocide just by being inno- 


cent—the people of the forest 
are precisely those that can be re- 
lied upon to protect it. Let the 
delegations of foreign experts 
come as their servants, not mas- 
ters, and let them join the fight 
for justice without which the 
Amazon will never be saved. 


Oxford OLIVER TickELL 


Str—Your survey of the envi- 
ronment (September 2nd) be- 
gins "No generation has a free- 
hold on this earth. All we have is 
a life tenancy—with a full repair- 
ing lease", a quotation from 
Margaret Thatcher. 

Yet, over a century ago, we 
were told that “... [From] the 
standpoint of a higher economic 
form of society, private owner- 
ship of the globe by single indi- 
viduals will appear quite as ab- 
surd as private ownership of one 
man by another. Even a whole 
society, a nation, or even all 
simultaneously existing societies 
taken together, are not the own- 
ers of the globe. They are only its 
possessors, its usufructuaries, 
and...they must hand it down 
to succeeding generations in an 
improved condition." 

Who told us so? Karl Marx. 


Mamprobi, 
Ghana L.L. Lawson 





SiR—You portray Ricardo (died 
1823) and Malthus (died 1834) 
as early Victorian (sic) pessi- 
mists, whose gloomy predictions 
of diminishing profits and sub- 
sistence wages overlooked the 
potential of advances in technol- 
ogy and the opening up of land 
in the new world. This is 
nonsense. 

In the House of Commons in 
1822, Ricardo spoke of the dis- 
covery of steam engines and gas 
lights, of the efficacy of new ma- 
nures and of improvements in 
threshing machines. He foresaw 
England rising “to a state of 
prosperity...of which... the 
imagination of honourable gen- 
tlemen could at present form no 
idea". 

Malthus advised the Select 
Committee on Emigration in 
1827 that the perfection of ma- 
chinery, whether in agriculture 
or manufacture, was of the high- 
est advantage to the interests.of 
any country; that the cultivation 
of new fertile land in the colo- 


ion of wealth; and that people 


nies could furnish a great acces- 






comforts by education and.-by 
the extension of civil-and politi- 
cal liberty. 








Belconnen, 

Australia [AN CASTLES 
e] 

Auditing auditors 


Sm—After Ferranti (September 
23rd), Barlow Clowes and John- 
son Matthey Bank, what share- 
holder can feel any confidence in 
annual audited accounts? 

The problem lies with the fact 
that auditors are appointed by 
directors. If those directors are 
either fools or knaves or, maybe, 
just humans, then the last thing 
they want are zealous auditors 
making trouble. 

Imagine a situation where: © 
ditors were appointed each yi 
not by the board of directors but 
by an outside supervisory body 
such às the Bank of England or 
the Securities and Investments 
Board. Suppose a situation 
where auditors were rewarded by 
being given extra business for re- ` 
porting loose procedures and 
problem areas. Might that be an 
improvement? 

Liverpool. BENEDICT BERESFORD 
en EEEL EESE cT ET | 
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S6r—Xank y2 f4 &e.letór ab?t 
fqnetik Ingli$ (Oktqb6 7x). It 
woz w6rx ev6r3 pen3 ov 76 
subscrip$on. 

B5 &e w8y, 5 dan't xink 76 
spelz 76. 5 xink it 4t t2 b3 7r. 
&is iz wot kumz ov fidlin' wi& 
&e Ingli$ langwids. 

London MARGARET JoacH 
PS-—Have you tried typing this 
stuff? 
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Business 
International 


A Business international Conference 
THE COMING WAVE OF 
JAPANESE INVESTMENT: 
Implications for European 
Business. Claridges, London. 
16-17 Nov. '89 

The rapid rise in Japanese investment is 
causing alarm. Until recently, their attention 
has been focused on the US. But 1992 
means Europe is now ceftre-stage in 
Japanese corporate strategies for the ‘90s. 
Senior industrialists and politicians will be 
speaking at this conference on the critical 
issues. associated with this rising tide of 
investment. 

For more details, contact James O'Toole. 

40 Duke Street Tek 01-493 6711 © 


Fax: 614912107 











st week in January) by The Economist Newspaper US. 
ong, 2 Jurong Port Road, Singapore 2; 
Office, 2 Juron Port Road, Si 


scription c 
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EXECUTIVE FOCUS 


16000 

Management Positions 
Worldwide 

$70,000+ to $400,000+ 


Lx in Communication to Executive Search, the 

weekly I.C.A. Newsletter is a unique publication crea- 
ted in 1974. 
it has worldwide readership and has listed close to 16000 
management opportunities in-over 30 countries. Executi- 
ves can read the newsletter at home in full security. If 
opportunities interest them they write to us and we pass 

-«on inquiries to the Consultants concerned who will then 
contact suitable candidates directly. 


The "I.C.A. Executive Search Newsletter” is thus a sim- 

ple and quick way of keeping in touch with opportunities 

at home and abroad in complete confidence. 

Whether you are interested in promoting your own career 

or starting a lucrative business selling l.C.A. Communica- 

tion services, we can send you upon request our free 140 
` page reference issue (4/-- 500 international management 

opportunities). Send letter and resumé to the attention of 

Mike Manley. 

I.C.A. Inc. 
575 Madison Avenue, New York, NY. 10022 - U.S.A. 


I C Executive Search Newsletter 
" A. NEW YORK PARIS 


ed presentations to extend and develop clie 
and support in-house training programmes. 
based in London, although extensive travel | 
world is involved: : gs 
Applications are invited from exiperiane ( 
either a business or academic background, including a 
strong capital markets orientation, solid presentation skills, 
and who enjoys working with people of differing national 
ities and cultures. 

Salary and benefits will be generous and reflect the 
importance of the position. 


rel lationships 5 
e job will be : 


economists with: 


Please reply with CV to: 
Box No 3674 
The Economist Newspaper Ltd 
25 St James's Street, London SW1A 1HG 





Senior Consultant 
LONDON : & negotiable 


Our client is a world leader in Human 
Resources Consulting with an extensive list of 
blue chip clients in both public and private 
sectors. They are seeking a senior consultant to 
lead a team responsible for selling and delivering 
qualitative and quantitative diagnostic surveys. A 
key part of the role will be to integrate the survey 
results into the full range of the company's 
consulting activites. 

This is an exciting opportunity to develop 
an important business area within a. major 
consulting business. The scope for professional 


development and personal advancement is 
considerable and will be limited only by 
performance. 

Candidates, who should have wide experi- 
ence in interviewing processes, survey design 
and analysis but who must also be able to 
demonstrate a record of success in helping 
clients translate diagnosis into effective manage- 
ment action, are invited to write with full career 
details, quoting ref: E/300/59, to Alison Whitwell, 
MSL Advertising, Broad Quay House, Broad Quay, 
Bristol, BS1 4DJ. 


MSL Advertising 
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and should be received not later than 31 October 1989. 


1. Position: Agricultural Economist 

: Duty Station: PTA Secretariat, Lusaka, Zambia 
coe. Main responsibilities: 

:: (a) Undertake analysis of agricultural policies in PTA member states, with a view to identifyin 
possible areas for economic and technical co-operation and integration within the agricultur: 









sector; 
(b) Participate in missions initiated by the Secretariatin order to undertake the economic analysis 
of proposals for agricultural development in the PTA sub region, 
t Contribute to the carrying out of pre- and feasibility studies in the agricultural sector; 
Ad) Submit member states’ requests for external financing for studies and projects to donor 

ies involved in the agricultural sector; 
(d Give assistance required by member states for the monitoring of the implementation of 
vum projects; and 
Participate in the establishment of a planning data base. 

Qualifications and Experience: 

(a) A Bachelor's and postgraduate degrees in agricultural economics, or similar level qualifica- 
. tions in a combination of economics and agricufture-based study; 
~ (b) Atleast ten years professional working experience. Knowledge ofprojectsanalysisgainedina 

senior position with government, Subregional or regional organisation, preferably in sub- 

Saharan Africa, and preferably in project identification, preparation and supervision; 

(d A demonstrated ability to undertake quantitative analysis, preferably with associated 
., Computer skills, and to prepare project documents concisely and to deadlines; 

(d) Fluency in English or French or Portuguese essential; proficiency in any of the other two 
anguages could be desirable; 
{e) Ability to travel widely and frequently. 


















TAS at, Lusaka, Zambia 


` responsibilities: 
(a) Participate in all sectoral missions initiated by the PTA Secretariat to identify projects of 
common interest in the member countries and assess investment priorities; 
(b) Contribute to the carrying out of all pre-feasibility or feasibility studies initiated by the PTA 
Secretariat and entrusted to the PPIU by dealing with all the financial aspects: financial analysis, 
ispemegas al enfant financial f view, the viability and reliability of pr 
: ine, particularly from the financial point of view, the viability and reliability of project 

Is submitted to the PTA Secretariat; i 

[^ Study and analyse all financial data concerning the member countries or institutions 
Operating in these countries, the use of which could prove beneficial in project studies; 
1e) Give any assistance required by member countries for the monitoring of the implementation 
of projects, financial organisation of executing agencies, etc; 
(f) Submit member States’ requests for financial assistance for studies or projects to relevant 


agencies; 
(g) Participate in the establishment of a planning data base for PTA Secretariat. 


Qualifications and Experience: 

(a) An advanced degree in finance and/or economics, with emphasis on management, from 
university or equivalent institution of higher learning; 

(b) Aminimum often years experience in project analysis in various economicsectors (agriculture, 
industry, transport, etc) preferably in project planning and supervision; 


0 | iid working experience in sub-Saharan Africa necessary or in any developing country 
Fh 


(d) Fluency in English essential; proficiency in French and/or Portuguese desirable; 
, (e) Ability to travel widely and frequently. 
` (f) Computer skills desirable. 
3. Position: industrial Engineer 
Duty Station: PTA Secretariat, Lusaka, Zambia 
Main responsibilities: 
a feb iy in sector missions in PTA member countries; 
(b) Assist PTA member states to identify sub-regional projects in the industrial sector to prepare 
terms of reference for feasibility studies, and to undertake preliminary studies; 
(d Undertake analysis of industrial and technology policies and offer practical guidance on 
industrial development plans, programmes and strategies; 
(d) Assist member statesin the supervision of pre-investment studies: examine studies and assess 
e adequacy of projects size and design standards, the reliability of plans and equipment, the 
reliability of construction procedures and techniques envisaged for the implementation of 


jects; 
fe) Submit member states’ requests for external financing for studies and Projects to donor 


cies; 
d$ Participate in establishing a planning data base for PTA Secretariat, 

Qualifications and Experience: 

(a) An advanced degree in industrial engineering obtained from an internationally recognised 
university or institution; 
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ADB/ADF INSTITUTIONAL - 


‘The Preferential Trade Area (PTA) for Eastern and Southern African States, through a grant assistance from the African Development Bank 
poup is to establish a Projects Preinvestment Unit (PPIU) in the PTA Secretariat and recruit an Operations Adviser for the Eastern and 
Southern African Trade and Development Bank {PTA Bank) in Bujumbura. 


‘Applications are therefore invited from nationals of ADB regional and non-regional Member States for vacancies obtainable at the PTA 
Secretariat in Lusaka, Zambia, and at the PTA Bank in Bujumbura, Burundi. The posts carry competitive remuneration packages and fringe 
benefits. The appointments will be for a fixed term of three years commencing 1 January 1990. 


Applications with bona fide curriculum vitae, and at least three referees should be sent to: : 
‘The Secretary General, PTA Secretariat, Ndeke House Annexe, Haile Selassie Avenue, PO Box 30051, Lusaka, Zambia 


(b) Knowledge of and experience in economics and project analysis will be an advantage; — 











(c) At least ten years relevant professional working experience within the industrial sector ina 
senior position preferably in sub-Saharan Africa; and particularly in project identification, 
preparation and supervision; i we 
(d) Ability to communicate the findings of sector missions, ina concise manner to policy makers 
and Government officials in PTA member states; 
(e) Fluency in English essential; proficiency in French or Portuguese desirable; 
(f) Ability to travel widely and frequently. 
4. Position: Civil/Transport Engineer 
Duty Station: PTA Secretariat, Lusaka, Zambia s 
Main responsibilities: d 
(a) Undertake field missions to member states to gather and examine information in the 
identification of projects with a multi-national focus; À 
(b) Carry out field missions to member states to collect and examine information and data in the 
execution of pre-feasibility studies and the preparation of terms of reference for pre-investment Ţ 
lies; 
{c} Prepareprojectidentification reports, pre-feasibility reports and terms of reference for studies 
following formats acceptable to international financing institutions; 
(d) Examine pre-feasibility study documents, and review them from the technical, financial, 
Organisational and institutional angles; 
(e) Submitmemberstates’ requests for external financing for studies and projectsto international 
organisations and bilateral agencies; . af 
(D Assist member countries to study and analyse information and proposals, particularly tender 
documents, contract award proposals and contracts; assess the progress of implementation of 
multi-national projects; and prepare progress reports to be submitted to financing agencies, 
(g) Participate in the establishment of a PTA data base. t a 
Qualifications and Experience: ^ 
(a) A basic degree in civil engineering obtained from an internationally recognised university or 
e institution of higher learning, with specialisationin transportation or highway engineering 
att level; 
(b) Extensive and specific practical experience in the transportation sector as an engineer 
partícularly in the planning, identification, analysis and preparation of studies and projects; 
procurement of goods and services; design of transportation facilities, construction works, 
maintenance and project administration, À knowledge of transport economics, development 
policies concerning the transport sector and statutory aspects of transport will be desirable; 
(d) Experience in administration in the transportation sector at a high level of responsibility; 
(d) A minimum of ten years professional experience; 
(e) Practical working experience in an African country or any developing country will be desirable 
and preferable. Aknowledge of the conditions of the PTA sub-region will be an added advantage; ' 
(f) Fluency in English essential; proficiency in French and/or Portuguese desirable; 
(g) Ability to travel widely and fequenti 
5. Position; Operations Advisor 
Duty Station: PTA Bank, Bujumbura, Burundi 
Main responsibilities: 
(a) Design and execute astrategyforresourcemobilisation forthe PTA Bank fordevelopmentand 
tra mancing; 
9 Advise the PTA Bank on all technical aspects of the instruments for development and trade 
nancing; . $ 
(à AttracttradefinancingbusinessforthePTABankandassistthe Bank tocommenceoperations; 
(d) Monitor the application of all operational polity documents; 
le) Contribute to the preparation of a three-year operational programme for all member 
countries and definition of country action programmes; 
(f) Monitor all operational activities with a view to assisting the President in the decision-making 
gd by giving views and suggestions; 
g) Design a formal plan for lopment financing including the mobilisation of long-term 
resources and advise on project selection criteria in liaison with the PPIU in the PTA Secretariat: 
m Liaise with the PPIU in the PTA Secretariat in the field of resource mobilisation and project 
ction; i 
(i) Undertake missions at the President's request; 
(j) Perform such other duties as may be assigned by the President of the PTA Bank. 
Qualifications and Experience: : 
(a) An advanced degree in economics or finance with emphasis on banking operations or its 
uivalent; 
(b) Experiencein development, commercialandmerchant bankingforaperiodofnotlessthan 15 
years at a senior level; 
Familiarity with development and trade financing fields in African countries would be 
irable; 
{d} Willingness to travel extensively within and outside the PTA; 
(e) Familiarity with multilateral ending organisations including the ADB, the World Bank Group, 
the European investment Bank and the large transnational banks would be essential; 
(f) Familiarity with the money and capital markets within and outside the PTA; 
(g) Fluency and proficiency in English. A working knowledge of Frenchor Portuguese wouldbean 
added advantage. 





Nikko-LOR Research Competition] 
























Nikko Research Center and Leland O’Brien Rubinstein Associntes 
announce the 1989 research competition in 


Derivative Assets Analysis 
| and 
- Dynamic Hedging Strategies 






Nikko-LOR will fund four research proposals at $15,000 each, covering topics in the areas 
of derivative assets analysis and dynamic hedging strategies. The competition is open to 
. allindividuals including business professionals, university professors, and doctoral students. 
Proposals should be at most five typewritten pages. Student proposals should be 
=- accompanied by a faculty recommendation. Proposals should be submitted by November 
45, 1989. After review by the Nikko-LOR research advisory board, the four winners will be 
"selected by December 15, 1989. Winners will each immediately receive an initial stipend 
of $7,500 with a final stipend of $7,500 paid upon submission of the final research paper to 
LOR. Winners will be expected to present their results at a one-day seminar to be 
scheduled in Tokyo, where Nikko is based, with all travel and related accommodation 
expenses to be covered by Nikko-LOR. 


Accepted completed research papers will be published in the Nikko-LOR research paper 
series. However, acceptance of a proposal imposes no restrictions on the author's rights 
over the research. In particular, acceptance does not preclude publication of the research. 

in an academic journal. Research proposals will not be accepted if it is believed that the — : 
research has been substantially accomplished prior to proposal submission. 


Research advisory board: Michael Brennan, UCLA 
l George Constantinides, University of Chicago 
Hayne Leland, Berkeley 
Mark Rubinstein, Berkeley 
Eduardo Schwartz, UCLA 


Proposal deadline: December 15, 1989 
.. Send proposal to: Nikko-LOR Research Competition 


523 West Sixth Street, Suite #220 
Los Angeles, California 90014 






The Nikko Research Center, Ltd. Leland O’Brien Rubinstein Associates, Inc 
. (a subsiduary of Nikko Securities Co., Ltd.) Los Angeles, California 
: Tokyo, JAPAN 





Personally Signed by Famous Authors 







Six of today’s greatest science fiction writers — Isaac 
Asimov, Ray Bradbury, Harlan Ellison, Frederik Pohl, 
Kurt Vonnegut, Jr., and George Zebrowski — have 
agreed to hand-sign their classics for you! 


Others — including James Gunn, Poul Anderson, 
Philip José Farmer, Larry Niven, Robert Silverberg, 
Brian Aldiss, David Brin, C.J. Cherryh, and Roger 
Zelazny — have written exclusive, new introductions 
to works by their fellow authors. 


And your favorite artists — Vincent DiFate, Richard 
Powers, Joe Mugnaini, and others — have been com- 
missioned to create unique full-color illustrations 
especially for your Masterpieces of Science Fiction! 
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— classics — boi 


with acce 
Behoia ... the ultimate library of science fiction classics! The Personally-signed editions of six important works 
greatest masterpieces by the greatest science fiction writers are Recognizing the importance of this collection, six of the greatest 


now being issued in luxurious leather-bound collector's edi- science fiction writers have agreed to sign their masterpieces. 
tions. Timeless works bound in genuine leather to be read Isaac Asimov is signing The Foundation Trilogy. Ray Bradbury, 
again and again ... and to be treasured for generations. The Martian Chronicles. Frederik Pohl, Gateway. Harlan Ellison, 


A complete collection — from early classics 
to recent award winners! 


The Masterpieces of Science Fiction comprises the entire history 
of the genre, from works by Jules Verne, H.G. Wells, and Sir 
Arthur Conan Doyle to newer classics by Isaac Asimov, Gregory 
Benford, Robert Heinlein, Ursula K. Le Guin, James Blish, Fritz 
Leiber, Joe Haldeman, Philip K. Dick, and Alfred Bester, to 
name a few. 

There are splendid editions of Arthur C. Clarke's 2001 : A Space 
Odyssey ... Frank Herbert's Dune ... Larry Niven's Ringworld ... 
Fred Hoyle's The Black Cloud ... Roger Zelazny's This Immortal ... 





a) 





Deathbird Stories. Kurt Vonnegut, Jr., The Sirens of Titan. George 
Zebrowski, Macrolife. These extraordinary volumes will surely 
Vonda N. McIntyre's Dreamsnake ... and Philip José Farmer's To be among your most prized possessions. (And due to 
Your Scattered Bodies Go. Many of the works included have their limited supply, you should act promptly to avoid 
received the prestigious Hugo Award, Nebula Award ... or both! disappointment.) 
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sf science fiction 
genuine leather, 
22kt gold! 


Each edition is truly a masterpiece! 


Every volume is fully bound in genuine leather, embellished 
with a deeply inlaid cover design, and decorated with precious 
22kt gold on the spine. The books are printed on acid-neutral 
paper to last for generations, and each has its own permanently 
affixed ribbon page marker. Pages are gilded on three sides for 
beauty and durability. These are editions you will be proud to 
own and display in your home library. 


Convenient acquisition 


The Masterpieces of Science Fiction is available only by advance 
reservation directly from The Easton Press. Your books will be 
bent at the rate of one per month for just $33.00 per volume, 
plus shipping and handling. This favorable price is guaranteed 
for the next two full years, and subject thereafter only to minor 
adjustments reflecting the cost of materials. Your satisfaction 
is guaranteed: you may return any volume within 30 days for 
a full refund; and you may cancel your subscription at any 
time, To reserve your collection, simply complete the Reserva- 
tion Application and mail today! 





Advance Reservation Application 067-512 


MASTERPIECES OF SCIENCE FICTION 


The Easton Press 

47 Richards Avenue 
Norwalk, Conn. 06857 
Please enroll my subscription to The Masterpieces of Science Fiction. Send 
me the first volume and reserve a collection in my name. Volumes will be 
sent at the rate of one per month at $33.00". This price will be guaranteed 
to me for the next two full years. 


No payment required now. 
We will bill you. 


I understand that I may return any book within 30 days for a complete 
refund and that either party may cancel this subscription at any time. 
* Plus $2.95 shipping and handling 
J As a convenience, | wish to pay for my first volume now. Enclosed is 
$35.95"* (payable to The Easton Press). 
C Please charge each volume as shipped to my 


C MasterCard LJ Visa L] American Express (J Diners Club 
Credit Card No Expiration Date 
Name E = * — 

Address T AL Sad "eS T -— 
CEN Lit — — State Zip 





Signature  . — 
(All applications subject to acceptance) 
** Connecticut residents pay $38.83, Tennessee residents pay $38.74, to include sales tax 
Please allow 4 — 8 weeks for delivery 











he Tees and Hartlepool Port Authority operates the UK's 
econd largest port in terms of tonnage of goods handled; the 
sremier UK port for volume and variety of bulk liquids passing 
rough; the major entry and distribution point to the UK for 
Jase chemicals. Teesport and Hartlepool are within 24 hours’ 
ling of most of mainland Europe and Scandinavian ports. 
oth-are vital to Teesside commerce. British Steel at Redcar 
ends 25 per cent of its exports through its own Teesside facility. 
Phillips Petroleum’s Norsea terminal, largest of its kind in the 
orld, processes and redistributes all the oil from the Ekofisk 
d. Initially an import facility, Nissan UK is increasingly using 
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SIRMINGHAM 


LONDON 


THE UK'S 
SECOND LARGEST PORT 












to Europe 


its purpose-built terminal for exporting UK made cars to the 
EEC. ICI's Billingham wharves account for 400 ships a year. The 
Tees Offshore Bose reaches into the future of offshore oil. 
exploitation through its advanced subocean technolo 
complex. In providing facilities for these and many others, the 
Tees and Hartlepool Port Authority has built up a formidable 
technical expertise. An expertise which is ready to serve new 
port-related industries on Teesside. To find out more contact 
Duncan Hall, Chief Executive, Teesside Development 
Corporation, Tees House, Riverside Park, Middlesbrough, 
Cleveland TS2 IRE. Tel 0642 230636. Fax 0642 230843. 
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Just sniffing around 


RIDAY the 13th, and almost two years to 

the day since Black Monday: on both 
counts, it was a good time for the world’s 
stockmarkets to mount their latest produc- 
tion of that familiar show, “The end of cap- 
italism as we know it”. On this occasion their 
performance was a bit less convincing than 
' fore. A nervous calm returned quite 

. ickly. There was less talk of the next Great 

Depression. But the excitement was still 
enough for editorial columns and television 
channels to fill up with this sort of bewildered 
stuff: "in less than an hour, speculators wiped $130 billion 
(the equivalent of thousands of new schools and hospitals) 
from the value of American industry. What could be crazier 
than such needless destruction? The crash was another dem- 
onstration, obviously, that stockmarkets are casinos where 
the greedy rich play reckless and irrelevant games.” 

That will always be the most popular explanation for 
stockmarket crashes. But Friday the 13th had a further twist. 
It was sparked by the collapse of an attempt to raise bank 
loans for a big American takeover. Why were the loans 
needed? Because investors have turned against junk bonds 
(high-interest, high-risk debt), which until recently had been 
a favourite way of financing such deals. Who then refused to 
fork out the necessary cash? A group of Japanese banks. Who 
now stands to gain most from Wall Street's collapse? Japanese 

-=vestors, who will be able to carry on buying up America at 
en better prices than before. 

Now you're talking. Take the greed and villainy of finan- 
cial types, add the wickedness of junk bonds, leveraged buy- 
outs and all that, toss in the Japanese blueprint for world 
domination (masterminded by a crack team of bureaucrats in 
MITI), and you have the outline of the next bestseller. Western 
governments stand idly by while yuppies drive their econo- 
mies to bankruptcy; the sly Japanese, who rig their own mar- 
kets, stir the chaos and bide their time. It will be a great read. 
Quite wrong, but with distinct movie possibilities. 


Myths about markets 


To be plausible, any bundle of lurid theories needs a few 
grains of truth. This bundle has its share. To see why it is 
wrong, the grains have to be identified, and seen to be just 
grains. Begin with the smallest: the Tokyo connection. 

The signal for the crash was the failure to raise $7.2 billion 
for the planned sale of United Airlines to its managers. When 
the banks, many of them Japanese, refused to chip in all that 
was needed, the buy-out plan collapsed. The implications 
went beyond that one deal. With the junk-bond market al- 




































ready in trouble, the broader prospects fo 
takeover finance looked suddenly bl 
The share prices of many American fi 
have lately been buoyed by the possibility of 
takeover. This makes it easier to see why th 
news hurt Wall Street as a whole. k 
Did the Japanese banks deliberately am: 
bush the market? Try a less outlandish theor y. 
The deal they were being offered was a bad 
one, and widely recognised to be so. The air- 
line business is cyclical, therefore esp 
risky; United has a bad labour-rela 
record and, under the buy-out plan, its unions were to get a 
say in management; the proposed fees to lenders were unin: 
viting; and American politicians were grumbling about for- 
eign involvement in takeovers. It was, in short, a resistible 
deal. Even so—further evidence against the conspiracy 
theory— not all the Japanese banks said no. Three were will 
ing to put up some money. (Or is there no end to their d e- 
viousness, covering their tracks that way?) 
If the banks were right to hesitate at further exposure t 
debt-financed takeovers, this points to another grain of truth. 
Leveraged buy-outs carry high risks as well as high returns. 
This is all the more true when the leverage is arranged in the 
form of junk—unsecured, subordinated debt. In the past few 
years America has been keen on debt in general and junk i in 
particular. This is worrying not because debt or junk are 
somehow bad in themselves: on the contrary, the wider the 
range of combinations of risk and return that markets can 
offer, the better for all economies. The worry is that Ameri- 
ca’s debt-binge has happened at a time of unwarranted op xi- 
mism about the economy's long-term prospects, and has so 
far been untested by recession. S! 
American business turned against junk before the cra 
not least because of the plight of the massively indeb 
Campeau Corporation. The change of heart was welcome. 1 
investors begin to rely on less risky forms of finance before a 
recession forces many more companies into similar distress, it 
is all to the good. 
If the Tokyo conspiracy is a myth, and it is nonsense to 
think that junk is immoral, all that remains of the movie 
script is the part about markets as greedy casinos. Still, this. 
looks promising. Suppose the Japanese banks were right to 
steer clear of United Airlines; suppose too that this really did 
affect the prospects of many other American companies. 
That can hardly explain a fall on Wall Street of almost 8 
affecting nearly every stock quoted, still less the falls that 
followed in other stockmarkets. 
Greed, yes. Recklessness, definitely. These are real anc 
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omic rationale is dead wrong. On the simplest view of 
are prices should reflect, it is surprising that markets 
not far jumpier. The true value of a share is the discounted 
eam of the income it generates from now to infinity. This 
alue is extremely sensitive to assumptions about economic 
rowth, interest rates and risk. Taking typical numbers, a per- 
anent rise in interest rates of one percentage point plus an 
ual permanent rise in the risk premium on equities—small 
hanges, note—would cut the economic value of shares by 
0% at a stroke (see page 83). Far from exaggerating changes 
n “fundamentals” for wicked speculative purposes, stock- 
narkets actually seem to play them down. 

‘Complaints about pointless volatility would make a lot 
ore sense if the complainers could point to rock-steady eco- 
omic fundamentals. But that would be even less plausible 
han the great Japanese conspiracy. This year markets all over 
he world have been acutely uncertain about the outlook for 
nterest rates and exchange rates. 

Just before the crash the chairman of the Federal Reserve, 
Alan Greenspan, was (inaccurately) reported as having 
aid that American interest rates would stay up (against the 
market's expectation that they would fall) because of his fears 
wer inflation. On the day of the crash, new figures for Ameri- 
n inflation lent weight to that. The administration is 
own to want the dollar to fall, and in its erratic way is trying 
ll in aid the monetary policies of other countries. On the 
her hand its attitude to America’s external deficit is equivo- 
|, and action to cut the budget deficit (the most reliable way 


























e grains of truth. But the idea that volatility hasno toget the external deficit down) is low on i 











list of priorities. 
On top of all this, Congress has added taxes on leveraged buy- 
outs and high-risk financing to the budget bill now under 
consideration. Many other such measures are in the pipeline, 
any of which would have big implications for future rates of 
return on Wall Street. 

Does this sound familiar? It should. In the summer of 
1987 there was similar uncertainty over interest rates and ex- 
change rates, and for depressingly similar reasons. As in 1989, 
the outlook for America’s current-account deficit was cloudy, 
and politicians had no stomach for tackling its underlying 
cause. As in 1989, other governments, at America’s behest, 
were pursuing a goal for the dollar that was deliberately at 
odds with the market's view (though governments were then 
trying to hold the dollar up, not drive it down). As in 1989, 
the markets feared dearer money, partly because of rising in- 
flation, and partly because of confusion over the intended 
course of monetary policy. As in 1989, Congress threatened 
to impose a "merger tax" in the weeks before the crash. 


Champions of inefficiency 


In economics, “efficiency” has a particular meaning that is 
rarely understood. Markets are efficient if investors take ac- 
count of all the information at their disposal. They do that, of 
course, amid ignorance about future influences. So this boils 
down to something quite simple: efficiency is the ability to 
learn from your mistakes. On that test, the world's stock- 
markets look pretty efficient. When the same can be said of 
governments, stockmarket crashes will begin to be puzzling. 
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e state's power in many other ways too 


HE pitch is prepared, the ball is ready; after 25 years on 
L the sidelines, the African National Congress team is trot- 
ing on to the field, short only of its veteran captain, Mr Nel- 
ion Mandela. President F.W. De Klerk, leading the white 
squad, has done what his predecessors found impossible. He 
as abandoned the claim to be referee as well, entitled to send 
off rival players as he chooses. At last it is possible to talk a bit 
cheerfully about South Africa. 

Mr Walter Sisulu, Mr Mandela's deputy and friend, is free 
-with six of his senior colleagues. Mr Mandela is consulted in 
“his prison by government ministers. The white electorate on 
-September 6th gave Mr De Klerk the vote he needed to start 
negotiations with the astonishingly unembittered elders of 
African nationalism, before they all die off. The new presi- 
. dent is allowing protest marches, encouraging the repeal of 
- segregationist laws, consulting churchmen. 

-< The timing of the releases was partly tactical, to drown out 
the call for more sanctions at the Commonwealth conference 
in Kuala Lumpur. Now Mr De Klerk must take a longer view. 
He clearly intends to release Mr Mandela and get rid of the 
Separate Amenities Act, the umbrella for what remains of 
petty apartheid. Grand apartheid rests upon stronger founda- 
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South Africa’s state-imposed race problem can best be solved by shrinking 








tions, in the Group Areas Act, the various Land Acts and. 
above all, the Population Registration Act, all designed, lit 
ally, to keep the blacks in their places. If Mr De Klerk thinks 
he can use them as bargaining counters he is making a bad 
mistake. One man, one vote is the issue now. 

All the white parties except the Conservatives (who got 
31% of the poll in last month’s election) accept the need for a 
new constitution that does not link voting rights to race. 
They also need to accept majority rule, which is not the same 
thing. The ruling Nationalists want nationwide “group repre- 
sentation” to give minorities (meaning whites) a veto over 
majority decisions—votes for all, but the majority would not 
rule. The ANC rightly rejects this sophistry; if the Nationalists 
stick by it, there will be no useful negotiations. 

But Mr De Klerk will have to persuade the whites to vote 
for whatever comes out of the negotiations. They are justly 
suspicious of plain majority rule, however hedged about with 
constitutional safeguards. Africa is littered with the wreckage 
of multi-party democracies and entrenched minority rights. 
The answer is to build into the constitution, and into the way 
practical politics will work, guarantees that government, 
whatever the colour of its members, cannot oppress whites, or 








“pk ee ient ee TE 
blacks, or Indians, or anybody. 

Because of its rulers’ racial obsessions, South Africa has 
been oppressively over-governed. It needs not just better gov- 
ernment, but less government. By geography and economics 
as well as by racial composition, its provinces are different 
places from one another. Shifting the main burden of govern- 
ment away from the capital would make majority rule more 
effective, giving people more say over the running of their 
daily lives. A federal system, with far less power at the centre, 
would recognise these facts, and the United States provides 
the model: a powerful judiciary to protect constitutionally en- 
trenched individual rights, a one-man-one-vote lower house, 
and an upper house representing geographical realities that 
would in practice reflect racial and tribal realities too. South 
Africa should add guarantees for an independent central 
bank and a commission to maintain standards of recruitment 
and conduct in the public service. 

Getting from here to there would be hard. One element of 
the transition, needed if nervous whites are to be persuaded 

make the leap to majority rule, would be an explicit though 

nporary white veto over sensitive questions. What matters 
more is that the transition should be a time of devolution and 
experiment. Send more power to the regions, and within cer- 
tain limits let the regions compete among themselves in com- 
ing up with different models of governance. 

One model already exists. It was produced by the 
Kwazulu-Natal Indaba, a negotiation that lasted eight months 
among South Africans of all races. The plan was for a regional 
parliament, with a lower house elected on a straight one-man- 
one-vote franchise. The upper house, representing racial 
groups, could veto lower-house enactments that affected the 
freedoms of individuals or of groups, in basic matters of asso- 
ciation, of religion and of property ownership. Taxation, af- 





Grinding down Gorbachev 


vuffocation rather than coup will be the likely cause of perestroika’s death 


F THE brave Gorbachev revolution does end in a rout, 
winter 1989-90 may prove to have been its turning point. 
It is not just that it is still only October and the state-run food 
shops are the emptiest they have been in 30 years. Nor that 
the shortages feed the national jealousies that already 
threaten to blow the Soviet Union apart. After all, perestroika 
has always been a high-risk business. Mikhail Gorbachev and 
all he stands for could go with a bang at any time. But while 
westerners worry about whether Gorbachev the man can 
keep his job amid the nationalist nastiness, worker bolshiness 
and party rivalries, a more discouraging thought has begun to 
bother his own supporters: that even if Mr Gorbachev sur- 
vives the revolution he has unleashed on the Soviet Union, 
the radical economic changes that are supposed to flow from 
it may not. 
Why the pessimism? The reforms announced so far have 
been more radical than anybody, even Mr Gorbachev, at first 
expected. On paper, managers now have more rights to man- 
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fecting everybody equally, would be solely for the lowe 
house; the upper-house veto would apply, say, to education. 
Some regions might adopt this model; others, pure majority 
rule. None, however, would be allowed to continue with pure 
minority rule, or to do anything that contravened federal con- 
stitutional guarantees of individual rights. F 
Privatise, quick ; 
South Africa's economy needs pluralism and decentralisatic 
as much as its politics does. The government has far too much 
economic power for its own or its people’s good. Afri 
nationalism has created a huge, ill-managed, over-ma 
public sector. The government has promised to privatise 
some of it, starting with the ISCOR steel business. Black 
tionalists, understandably suspicious, say this is asset-str 
ping, intended to perpetuate white control. The answer, an: 
other awkward compromise, may be to steer some of the 
shares to the workers in each industry, to worker pension 
funds and the like. The main point, however, must be to sepa- 
rate South Africa's government as quickly and thoroughly as 
possible from the power to take decisions that private busi- 
nessmen and consumers ought to make instead. ] 
The country's undeserved good fortune is that the old 
men have emerged so mellow from their jails. Everything they 
say—unlike the fierce cries for vengeance from the "com- 
rades" in the townships—tends to confirm that they really 
are willing to work with the white fellow-citizens whose sk 
they need. Mr De Klerk needs to understand for himself, and 
then convince these men, of the only truth that offers hope 
for South Africa's future: that their country's problems are s o 
vast not just because of race but because its government h: 
done too much to order its citizens' lives on so many other 
grounds as well. 2 
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age, workers more incentives to work. Private businesses 
(called co-operatives, to cover ideological embarrassment) 
have been encouraged to fill the gaps—for hairdressers, res- 
taurants, taxis, almost anything—that state-owned industry 
seemingly never could. It all sounds heartening—in theory. 
But ordinary folk face a grim winter trying to feed and clothe 
their families, in part because the lumbering centralised sys- 
tem that got at least some goods to the shops is fast disinte- 
grating, while the zippier, freer-market model that was sup- 
posed to replace it is still stuck. * 

One reason for this sticking is that the Gorbachev team 
has taken most of the past four years to work out what it- 
wants to replace the old system with. While the reforme s 
dithered, party hacks in the provinces managed to put the- 
brakes on the early economic reforms. Mr Gorbachev, to his 
credit, pressed on regardless. Unlike China's Deng Xiaoping, 
who thought he could have economic change with political. 
immobility, Mr Gorbachev has pushed political reform as a 
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of unblocking the economy. 
The new Soviet parliament, now in session in Moscow, 
was his bid to shove aside the foot-dragging party men. Parlia- 
ment has real powers to make the laws on which the new 
Soviet society is to be built. It has also become a vital shock- 
absorber in a country that has suffered a series of stunning 
political jolts. Its debating chamber gives deputies a public 
forum for airing the complaints of the bitterly divided Soviet 
people. Its commissions have the power to investigate official 
skulduggery. All this has helped contain the stresses and 
rains that Mr Gorbachev’s upheaval has inevitably brought. 
he new parliament has seemed the most promising reform 
so far. Yet it also presents Mr Gorbachev with the first of two 
paradoxes that make his supporters so gloomy about 
perestroika 5 chances. 
. . This week parliament slapped damaging new controls on 
the fledgling co-operatives. Local councils will now have the 
ght to put a cap on the prices co-operatives can charge; co- 
operatives that use raw materials supplied by the state will be 
en more tightly controlled. This will drive some out of busi- 
ness, and discourage others from starting up at all. Parliament 
may throw out more of Mr Gorbachev’s most radical propos- 
als, putting parts of perestroika into reverse. But remember 
at the delegates are only doing what the voters want. Many 
Russians (unlike the more commercially minded Estonians, 
yians and others) curse the co-operatives for their high 
rices, even when they offer things unobtainable from the 
ate. Instead of allowing them to flourish and letting compe- 
tion drive prices down, the instinct of the outraged Russian- 
-the-street is to ban them altogether. Greater democracy— 
ir Gorbachev's antidote to party bureaucracy—may simply 
ave replaced the conservatism of the Communist party with 
e conservatism of the Russian people. 

The second paradox dogging perestroika is that Gorba- 


Money from greenery 

















O INTO almost any environment ministry in the devel- 
LJ oped world these days, and you will hear a strange new 
language. Bureaucrats and politicians once thought mainly in 
terms of commands and controls as ways to clean up the envi- 
ronment. Now they are musing about charges, taxes and de- 
posits. Then cross the road to the finance ministry; you will 
hear none of this. Smart environmental ministers should be 
reminding their treasury colleagues of that old Yorkshire wis- 
dom: where there’s muck, there’s brass. 

Plenty of economic devices to penalise pollution already 
exist. The OECD has just published a bumper review of them: 
a total of 85 schemes in six of its main countries. They range 
from the effluent charges on waste water in West Germany, 
France and Holland, through the extra landing fees for noisy 
aircraft in Switzerland, to the returnable deposits on car bod- 
ies (to stop.them being dumped) in Sweden and Norway. A 
common feature of these schemes is that the rate at which 
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back t to the centre. In principle Mr Gorbachev believes, 


It is time finance ministers started treating the environment as a revenue-raising friend 





ed gathering power 





rightly, that if the Soviet Union is to mend its economy, heal 
its national divisions and learn to govern itself better, powers 
of decision have to be devolved from ministry to manager, 
from centre to republic and region, from party to people. Yet 
economic crisis, on the heels of nationalist explosion, has 
forced Mr Gorbachev to forget his principles. Strikes have 
been banned in vital industries. Troops are running the rail- 
ways in Azerbaijan. Soldiers keep warring nationalities apart 
in republic after republic in the Soviet south. Hints of martial 
law have been dropped to dampen separatist fervour in the 
Baltic states. 


The army, by degrees 

Sometimes Mr Gorbachev has been forced to act to save lives. 
Sometimes he has overreacted. Either way, frequent resort to 
emergency powers cuts the ground from under his 
decentralising reforms. It also leads to fear and uncertainty. 
What Mr Gorbachev’s men seem to fear most is not a milit: 
coup, or even military backing for one of his political rivals 

a showdown (though neither can be excluded). Instead they 
worry at the damage being done to perestroika by the creeping 
influence of military commanders over political and eco- 
nomic decisions that should not concern them. 

The battle lines of perestroika used to be clearly drawn: 
Mr Gorbachev and his white knights ranged against the dark 
forces of party conservatism. If Mr Gorbachev could only 
keep his standard flying, so the argument went, he was bound 
to win. Instead, the fight for perestroika has become a 
dispiriting slog in which friends and enemies alike are so be- 
spattered with complexities and confusions that it is hard to 
tell them apart. That sort of battle is much harder for Mr 
Gorbachev to win. This winter he may start to lose it. 





they are levied has generally been too low to have much im- 
pact on pollution. This is because such charges are often seen 
as ways to finance regulation, not as an alternative to it. 

Now, however, environment ministers are busy thinking 
up ingenious new charges, and concentrating on their incen- 
tive effects. For they can see that the most intractable sources 
of pollution will increasingly be small companies and individ- 
uals, not big firms. It is easier to police a big power station or 
chemical company than lots.of garages, farmers or shoppers. 
The best hope of getting small polluters to clean up will be to 
give them the right price signals. 

So Mr Klaus Tópfer, in West Germany, is considering im- 
posing a differential car tax, based not on engine size but on 
the dirtiness of exhausts. Mr Ed Nijpels, before the Dutch 
government fell, had asked some economists for a report on 
how to improve the environment without spending public 
money. They had suggested setting up a state-owned com- 


THE ECONOMIST OCTOBER 21 1989 





E 


Worldwide strength at a local 


level. That's Jones Lang Wootton. 


In Australia and throughout 
the World, Jones Lang Wootton 
offers a working network which 
combines Agency function and 
consultative expertise with specialist 


'commercial' property financing 






and asset valuation and 


Jt d 


Y 


N 
SAIN 


IN THE WORLD 
BRINGS MONEY AND 


PROPERTY TOGETHER 
LIKE JLW 


JLW’s pre-eminent position in 
property markets has been built on 
two central strengths: a research 
driven analytical approach to 
property assets and independence 
from any single property develop- 
ment group or institution. 

In 1988, this resulted in 


recorded sales of US$13 billion 





- 






in Australia. For our Clients this 
means JLW can offer real estate 
services which are objective, inform 


ed and swift to act. 


Domestically and  globall 








you can expect the best. 


ra j 

Gat, in 9 
4M MC 

NA RFR 
















































This information appears as a matter of record only. : New issue October 18, 1989 


| Kreditanstalt 
für Wiederaufbau 


ankin am Main 





DM 500, 000, 000 
Floating Rate Notes of 1989/1 999 


- IssuePrice: — 100.1596 
Interest: 1896 below 6-month-LIBOR 


Advanced The Notes may be called for redemption 
Redemption: — by the Issuer on the interest-payment-date falling in October 1994 
and on any October-interest-payment-date thereafter at par, or 
— by each Noteholder on the interest-payment-date falling in 
October 1994 and on any October-interest-payment-date thereafter 
at 99.95%. 









































Dresdner Bank 
Aktiengeselischatt 





Commerzbank Deutsche Bank Salomon Brothers AG 
Aktiengesellschaft Aktiengesellschaft 


Banque Nationale de Paris Banque Paribas Capital Markets CSFB-Effectenbank 
S.A. & Co. (Deutschland) oHG GmbH Aktiengesellschaft 


DG Bank J.P.Morgan GmbH Morgan Stanley GmbH - 
Deutsche Genossenschaftsbank ; 





Saudi International Bank Westdeutsche Landesbank 
Girozentrale 





Bank of Tokyo oe Barclays de Zoete Wedd Bayerische Vereinsbank 
Aktiengeeelachan Limited Aktiengesellschaft 





BHF-Bank ad : Daiwa Europe industriebank von Japan 


(Deutschland) GmbH (Deutschland) 
Aktiengesellschait 


Nomura Europe GmbH Schweizerische Bankgesellschaft Schweizerischer Bankverein 


(Deutschland) AG (Deutschland) AG 
Investment Banking 





Shearson Lehman Hutton A.G. Trinkaus & Burkhardt __ 
Bankhaus Kommanditgesellschaft auf Aktien - 













































































— ii m. 
EEUU TU TS TITRES 


—————— - = 

.. pany to lease out permits to pollute, and another plan to 
charge industry and motorists for each kilo of acid they pro- 

duce. Work on a carbon tax, to discourage the use of fossil 
fuels, is going on in America’s Environmental Protection 
Agency and in the EC's environment directorate. 


Much more than a begging bowl 


Finance ministers have generally stood aside. They have come 
to regard greenery mainly as another begging bowl—an ex- 
cuse for more government spending. This is a mistake. Han- 
dled skilfully, the environment could be a way to cut public 
spending and to generate a whole new source of revenue. 

A first step for finance ministers is to insist that other 
ministries look hard at the environmental impact of their 
budgets. Agriculture ministers need to ask about the effect of 
farm subsidies on pesticides and soil erosion. Transport min- 
isters ought to look at tax reliefs for motorists, and at the 
impact of road building on the miles people drive. Energy 

‘nisters should look at the way energy is priced, and particu- 
ly at hidden subsidies for coal. 

It is on the revenue-raising side, though, that the environ- 
mental issue has charms that should melt even the stoniest 
treasury's heart. Most taxes are necessary evils—needed to 
raise money, but damaging in their side-effects: a tax on com- 
pany profits depresses investment, a payroll tax cuts employ- 
ment. Not so with taxes on pollution. Just as with duties on 


Meet Honecker junior 


. Egon Krenz will try to put a younger face on East Germany's same old policies. He will fail 


OOK at East Germany's new boss, Egon Krenz. Does he 
remind you of anyone? Like Mikhail Gorbachev when he 
vaulted into the top job in the Soviet Union, young Egon is 
still in his early 50s and the baby of the Politburo. There, 
happily, the similarity ends. The doddery old men who 
ruled Russia in 1985 chose Mr Gorbachev because they could 
see the mess that their own economic folly had brought them 
to. They needed someone with the energy, ideas and courage 
to make the leap to reform. The doddery old men who run 
East Germany (the average age of the Politburo until this 
week was 67) chose Mr Krenz for the opposite reason: they 
think he has the energy to resist reform. Yet all the evi- 
dence—from Poland, from Hungary, from Mr Gorbachev's 
Russia—is that Mr Krenz will not be able to do it. 

Mr Krenz was for many years Mr Erich Honecker's crown- 
prince; but Mr Honecker, who was pressed out of office this 
week, can have done little to prepare his protégé for the East 
Germany he now inherits. Gone are the days when East Ger- 
mans would wait dutifully until they were old enough to col- 
lect their old-age pensions before being allowed to travel 
freely to the West. When Hungary opened a chink in the iron 
curtain by dismantling part of its border fence with Austria 
this year, East Germans in their tens of thousands flooded 
across. It was not just the size of the haemorrhage that 
shocked the already ailing Mr Honecker. The people who left 
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tobacco, they can raise money, lots of it, but their conse 
quences are mostly good. This is especially true if they ai 
replacing regulations aimed at restricting pollution. Thos: 
regulations are usually indiscriminately burdensome, affec 
ing all companies with little or no regard to the fact that the 
products or production methods may vary widely in the 
amounts of pollution they cause. 
How high should pollution taxes be? Much high 
evidence suggests, before they have any real direct 
dirt. But this also means that quite low rates of tax v 
quite large sums. Calculations by America’s Congr 
Budget Office suggest that a charge of $50 a ton on s 
dioxide emitted by power stations and other static source 
could yield $1 billion a year, while $1 a pound on what a 
delicately referred to as “suspended solids” in waste wate 
could raise $2! billion a year. p 
In the past, environment ministers tended to argue th 
such taxes would be publicly acceptable only if their rev 
was earmarked to reduce pollution. Finance ministers, t 
advantage of the green mood, should now be bolder. Th 
can offer people a choice between taxing, say, children. 
clothes versus non-returnable drink cans, or all com 
profits versus hazardous waste. Put that way, the choi 
obvious. It is not often that finance ministers have a 
combine revenue-raising with improving the quality of lif 
They should seize it. | 


were East Germany's own—young people with young families 
who had spent their entire lives under communism. Gone too 
are the days when fear of police truncheons would keep d 
gruntled workers off the streets. East Germans celebratec 
their country's 40th birthday this month with its biggest and 
noisiest demonstrations for reform. ja 
Mr Honecker was out of action during much of this turbu- 
lence. At least Mr Krenz is fit enough to take decisions. Ye 
the best that East Germans can expect from him in the shor 
term is that he will make small, grudging concessions to re 
form. He has to. East Germany’s communists had learnt over 
the years to live with a freer and more successful West Ger 
many beckoning, siren-like, on its western frontier. But 
second front has opened to the east. First the Soviet Ur 
then more daringly Poland and Hungary, abandoned th 
orthodoxies, leaving East Germany's rulers increasingly 
lated. It was Mr Gorbachev, in East Berlin for East Germ: 
birthday celebrations two weeks ago, who at last nudged Mr 
Honecker into retirement. 


Lines in the sand 
There will now be some tinkering with the economy, some 
more interesting things to read in the official press, some 
franker discussions in the party, an attempt perhaps to i 

more authority into the other (communist-dominated) par- 
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es in E drlmenc. But Mr Krenz has given no sign that he will 
tart talks with the real opposition, let alone agree to the free- 
h elections that Poland's and Hungary' s communists have 
epted. East Germany's opposition is still tiny, unorganised 
d unsure of its programme. That may lead Mr Krenz to 
that he can draw a new, slightly less illiberal line against 
€ ge and make it stick. But the evidence from Poland and 
Hungary is that the momentum for change, once it starts, is 
barely controllable and certainly not stoppable. If East Ger- 
in any is going to have to change eventually—and it is—Mr 
Krenz would do better to screw up his courage and lead the 
reforms from the front. 

He has good material to work with. Unlike Mr Gorbachev 
or Poland's Mr Tadeusz Mazowiecki, both of whom are trying 


to ou off radical economic reform in conditions of near eco- 


Hongkong, stand up 


a 
















f "WEAKING a tiger’s tail is risky, especially when the tiger 
. is already bad-tempered. The gerontocrats who run 
a have been in a foul mood since June, when the outside 
‘wo Eu got upset that they had slaughtered hundreds of people 
dn Beijing's Tiananmen Square. Their general irritation with 
interfering outsiders is now being directed at Hongkong and 
its British colonial masters. It was bad enough, in the old 
i: io 's view, that Hongkongers spoke up after Tiananmen to 
condemn the Chinese leadership and ask for more protection 
when Hongkong returns to Chinese sovereignty in 1997. It is 
orse that the Hongkong government harbours China's dis- 
s coim before letting them escape to the West. 
— China is striking back. Last week some of its politicians 
called for new clauses in the Basic Law, Hongkong's post- 
id constitution, to outlaw "wanton interference in China's 
ternal affairs, those of Hongkong included". China also re- 
versed well-established procedure and refused to take back 
hundreds of Chinese who had illegally slipped into Hong- 
kong looking for work: an unsubtle reminder that China can 
submerge Hongkong any time it likes with a human wave. 
With every Chinese growl, Hongkong's sagging confidence 
S sinks a little more. Many people of influence in Hongkong are 
urging quiet: let the tiger calm down while there is still time. 
As Singapore’s prime minister, Mr Lee Kuan Yew, observes: 
“You can’t fight China. It’s too big.” 


Too big, but not too strong 

Mr Lee is right, but the opposite of a fight need not—and 
should not—be appeasement. It is true that China will do 
whatever it wants with Hongkong after 1997. But then China 
has the brute power to do whatever it wants with Hongkong 
 now—and has had such power for 40 years without exercising 
‘it, even at the maddest heights of the cultural revolution. The 
only issue is how to persuade China’s rulers that it is in their 
interest to leave Hongkong free. 

1 The best formal bulwark for Hongkong at the moment is 




















A peasing an angry China is no way to protect Hongkong's freedoms 





nomic collapse, Mr Krenz inherits de beit economy in the 
communist camp. As an added inducement that must make 
cap-in-hand Poles drool, West Germany, which has poured 
billions of D-marks into East Germany, has promised even 
more to help reforms along if only they are begun. 

The choice of Mr Krenz suggests that East Germany’s 
communists will resist serious reform for as long as they can. 
One thing holding them back is the fear, which no other East 
European regimes have, that reforms once started will under- 
mine the very reason for the existence of a separate German 
state in the east. Mr Krenz, or if not him his successor, is likely 
to discover that this danger pales next to another: the one 
that would arise if East Germany ended up as the solitary up- 
holder of the socialist banner in an Eastern Europe that had 
otherwise fled from communism. 





the Joint Declaration, the agreement on Hongkong’s future 
that Britain and China signed in 1984. China’s leaders are 
said to be having bitter second thoughts about agreeing to a 
document that contains “counter-revolutionary” guarantees 
of Hongkong's “rights and freedoms, including those of the 
person, of speech, of the press, of assembly”. 

Detest that treaty they might, but the Chinese have been 
scrupulous about their international obligations. Britain 
must therefore be a stickler for the Joint Declaration’s terms. 
This means, first, insisting that its letter and spirit be reflected 
in the Basic Law that China is drafting—so that, for example, 
sedition in Hongkong can be punished, as the Joint Declara- 
tion provides, but not free speech, as Beijing now wants. 

Second, Britain must exercise to the full its power under 
the Joint Declaration to run Hongkong's affairs as it sees ^* 
until 1997. This means democratising the place as fast 
Hongkong wants—which is probably faster than China does. 
If China wants to dismantle political freedoms when it takes 
over, it will have to risk the consequent collapse of confi- 
dence. Third, Britain should pursue efforts to arrange contin- 
gent homes for Hongkongers, both in Britain and elsewhere, 
if China does its worst after 1997. 

Isn't this too risky? So is appeasement: Britain's softly- 
softly approach before June merely produced a more trucu- 
lent China. But Hongkong's worthies will have to stiffen their 
spines. Too many top Hongkongers still want to strike quiet 
live-and-let-live deals with China. And, despite a welcome 
firming of British tone since Mr John Major took over as for- 
eign secretary from Sir Geoffrey Howe, too many British offi- 
cials—notably Sir Percy Craddock, Mrs Thatcher's main ad- 
viser on China—still think "convergence" with China's 
Hongkong policy is Britain's best bet. Mrs Thatcher and 
Hongkong's own people need to remind themselves that you 
do not sweet-talk a tiger; you do what you can to make him 
fear pain if he attacks. 
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The futures that have already 


happened 


Peter Drucker is the grand old guru of corporate economics. Already, he 


says, ee face a different world economy, and a need 


d 
viour, from an 


for different 
ey have seen in the past. They may 


indeed alt 
indeed already know that. But have they thought out how to respond? 


N five important areas the 

1990s will bring far-reach- 

' changes in the social and 

nomic environment, and 

in the strategies, structure and 
management of business. 

For a start, the world 
economy will be quite differ- 
ent from what businessmen, 
politicians and economists still 
take for granted. The trend to- 
wards reciprocity as a cen- 
oe of interna- 

economic integration 
has by now become well-nigh 
irreversible, whether one likes it or not (and 
I don't). 

Economic relations will increasingly be 
between trading blocks rather than between 
countries. Indeed an East Asian block 
loosely organised around Japan and parallel- 
ing the EC and North America may emerge 
during the decade. Relationships will there- 
fore increasingly be conducted through bi- 
lateral and trilateral deals in respect both of 
^ estment and of trade. 

Reciprocity can easily degenerate into 
protectionism of the worst kind (that's why | 
dislike it). But it could be fashioned into a 
powerful tool to expand trade and invest- 
ment, if—but only if—governments and 










businessmen act with imagina- 
tion and courage. In any 
event, it was probably inev- 
itable. It is the response to the 
first emergence as a major eco- 
nomic power of a non-western 
society, Japan. 

In the past, whenever a 
new major economic power 
appeared, new forms of eco- 
nomic integration soon fol. 
lowed (eg, the multinational 
company, which was invented 
in the middle of the nine- 
teenth century—in defiance of 
everything Adam Smith and David Ricardo 
had taught—when the United States and 
Germany first emerged as major economic 
powers. By 1913, multinationals had come 
to control as much of the world's industrial 
output, maybe more, as they do now). Reci- 
procity is the way, for better or worse, to in- 
tegrate a modern but proudly non-western 
country such as Japan (and the smaller 
Asian “tigers” that are now following it) 
into a West-dominated world economy. 

The West will no longer tolerate Japan's 
adversarial trading methods of recent de- 
cades—a wall around the home market to 
protect social structures and traditions, plus 
a determined push beyond it for world dom- 
inance for selected Japanese industries. Yet 
the western pattern of an autonomous, 
value-free economy in which economic 
rationality is the ultimate criterion, is alien 
to a Confucian society; is indeed seen by it 
as cultural imperialism. Reciprocity may 
make possible close economic relationships 
between culturally distinct societies. 


Into alliance 

Second, businesses will integrate them- 
selves into the world economy through 
alliances: minority participations, joint 
ventures, research and marketing consortia, 
partnerships in subsidiaries or in special 
projects, cross-licensing and so on. The part- 
ners will be not only other businesses but 
also a host of non-businesses such as univer- 
















































sities, health-care institutions, local govern 
ments. The traditional forms of economii 
integration—trade and the multination: 
company—will continue to grow, in all 
lihood. But the dynamics are shifting rz 
to partnerships based neither on the 
modity nexus of trade nor on the power 
nexus of ownership by multinationals. — 
There are several reasons for this rapidly 
accelerating trend: 
@ Many middle-sized and even small busi- 
nesses will have to become active in the 
world economy. To maintain leadership n 
one developed market, a company increas- 
ingly has to have a strong presence in all 
such markets worldwide. But middle-sized 
and small companies rarely have the finan- 
cial or managerial resources to build subsid- 
iaries abroad or to acquire them. 
€ Financially, only the Japanese can still af- 
ford to go multinational. Their capital costs 
them around 5% or so. In contrast, Ew o^ 
pean or American companies now pay up to 
20% for money. Not many investments, 
whether in organic growth or in acqui- 
sitions, are likely to yield that high a return’ 
(except acquisitions by management experts 
such as Lord Hanson or Warren Buffet, who 
know how to find a healthy but under-man- 
aged business and turn it around). This i: 
especially true of multinational investment, 
whose risks are increased by currency varia- 
tions and unfamiliarity with the forei 
environment. Financially, it is hard to justify 
most of the recent acquisitions in America. 
made by European companies. To say that 
they are "cheap" because of the low dollar is 
nonsense: the companies acquired, after all, 
earn in these low dollars. Only a very big. 
and cash-rich company can really still affo d 
today to go the multinational route. J 
@ The major driving forces, however, be- 
hind the trend towards alliances are tech- 
nology and markets. In the past, techno- 
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logies overlapped little. Electronics people 
id not need to know much about electrical 
engineering or about materials. Paper-mak- 
needed to know mainly about paper me- 
hanics and paper chemistry. Telecommuni- 
tions was self-contained. So was invest- 
ent banking. Today there is hardly any 
eld in which this is still the case. Not even a 
ig company can any longer get from its own 
earch laboratories all, or even most, of 
ie technology it needs. Conversely, a good 
b:now produces results in many more ar- 
as than can interest even a big and diversi- 
ed company. So pharmaceutical compa- 
s have to ally themselves with geneticists; 
ommercial bankers with underwriters; 
hardware-makers like BM with software bou- 
iques. The need for such alliances is the 
eater the faster a technology grows. 
_. Markets, similarly, are rapidly changing, 
erging, criss-crossing. and overlapping 
ach other. They too are no longer separate 
ind distinct. 
„Alliances, while needed, are anything 
ut easy. They require extreme—and totally 
naccustomed—clarity in respect of objec- 
ives, strategies, policies, relationships and 
ple. They also require advance agree- 
nent on when and how the alliance is to be 
ght to an end. For alliances become the 
re problematic the more successful they 
The best text on them is not to be found 
management book; it is in Winston 


rchill’s biography of his ancestor the 
first duke of Marlborough. 


Reshaping companies 

hird, businesses will undergo more, 
nd more radical, restructuring in the 
990s than at any time since the modern 
corporate organisation first evolved in the 
920s. Only five years ago it was treated as 
sensational news when I pointed out that 
he information-based organisation needs 
far fewer levels of management than the tra- 
ditional command-and-control model. By 
now a great many—maybe most—large 
American companies have cut management 
levels by one-third or more. But the restruc- 
uring of corporations—middle-sized ones 


































































as wel a as large ones, , 
smaller ones—has barely begu ho 

Businesses tomorrow vill follow: two 
new rules. One: to move work to where the 
people are, rather than people to where the 
work is. Two: to farm out activities that do 
not offer opportunities for advancement 
into fairly senior management and profes- 
sional positions (eg, clerical work, mainte- 
nance, the “back office” in the brokerage 
house, the drafting room in the large archi- 
tectural firm, the medical lab in the hospital) 
to an outside contractor. The corporation, 
in stockmarket jargon, will be unbundled. 

One reason is that this century has ac- 
quired the ability to move ideas and in- 
formation fast and cheaply. At the same 
time the great nineteenth-century achieve- 
ment, the ability to move people, has out- 
lived its usefulness; witness the horrors of 
daily commuting in most big cities and the 
smog that hovers over the increasingly 
clogged traffic arteries. Moving work out to 
where the people are is already in full train. 
Few large American banks or insurance 
companies still process their paperwork in 
the down-town office. It has been moved out 
to a satellite in the suburbs (or farther 
afield—one insurance company ships its 
claims by air to Ireland every night). Few air- 
lines still locate their reservations computer 
at the main office or even at the airport. 

It may take another "energy crunch” 
for this trend to become a shock wave. But 
most work that requires neither decision- 
making nor face-to-face customer contact 
(and that means all clerical work) will have 
been moved out by the end of the decade, at 
least in western countries; Tokyo and Osaka 
will take a little longer, I suspect. 

(What, by the way, does this mean for 
the large cities, the children of the nine- 
teenth century's transport revolution? Most 
of them—London, Paris, New York, Tokyo, 
Frankfurt—successfully made in this cen- 
tury the transition from manufacturing cen- 
tre to office centre. Can they make the next 
transition—and what will it be? And is the 
worldwide urban real-estate boom that be- 
gan in eighteenth-century London at last 
nearing its end?) 

The trend towards “farming out” is also 
well under way, even in Japan. Most large 
Japanese hospitals are today cleaned by the 
local affiliate of the same maintenance con- 
tractor that services most American hospi- 
tals. Underlying this trend is the growing 
need for productivity in service work done 
largely by people without much education 
or skill. This almost requires that the work 
be lodged in a separate, outside organisation 
with its own career ladders. Otherwise, it 
will be given neither enough attention nor 
importance to ensure the hard work that is 
needed not just on quality and training, but 
on work-study, work-flow and tools. 

Finally, corporate size will by the end of 
the coming decade have become a strategic 


“big is better” nor “small 

“makes muc sense, Neither ele- 
phant ort mouse nor butterfly i is, in itself, 
"better" or "more beautiful". Size follows 
Taoa as a great Scots biologist, D'Arcy 
Wentworth Thompson, showed in his 1917 
classic “On Growth and Form". 

A transnational automobile company 
such as Ford has to bé very large. But the 
automobile industry also has room for a 
small niche player like Rolls-Royce. Marks 
& Spencer, for decades the world's most 
successful retailer, was run as a fair-sized 
rather than as a large business. So is Tokyo- 
based Ito-Yokado, arguably the most suc- 
cessful retailer of the past decade. Successful 
high-engineering companies are, as a rule, 
middle-sized. But in. other industries the 
middle size does not work well: successful 
pharmaceutical companies, for instance, 
tend to be either quite large or quite small. 
Whatever advantages bigness by itself used 
to confer on a business have largely be : 
cancelled by the universal availability ot- 
management and information. Whatever 
advantages smallness by itself conferred 
have largely been offset by the need to 
think, if not to act, globally. Management 
will increasingly have to decide on the right 
size for a business, the size that fits its tech- 
nology, its strategy and its markets. This is 
both a difficult and a risky decision—and 
the right answer is rarely the size that best 
fits a management's ego. 


The challenge to management 


Fourth, the governance of companies them- 
selves is in question. The greatest mistake a 
trend-spotter can make—and one, alas, al- 
most impossible to prevent or correct—is to 
be prematurely right. A prime example is my 
1976 book “The Unseen Revolution". In it 
I argued that the shift of ownership in the 
large, publicly held corporation to represen- 
tatives of the employee; class—ie, pensi ^ 
funds and unit trusts—constitutes a func 

mental change in the locus and character of 
ownership. It is therefore bound to have 
profound impact, especially on the gover- 
nance of companies: above all, to challenge 
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ne, developed since the second 





e d 
orld war, of the self-perpetuating pro- 
fessional: management in the big com- 
any; and to raise new questions regarding 
e accountability and indeed legitimacy 
big-company management. 
"The Unseen Revolution" may be the 
best book I ever wrote. But it was prema- 
rely right, so no one paid attention to it. 
Five years later the hostile takeovers began. 
ey work primarily because pension funds 
are "investors" and not “owners” in their 
legal obligations, their interests and their 
entality. And the hostile takeovers do in- 
eed: challenge management’s function, its 
le and its very legitimacy. 
- The raiders are surely right to assert that 
company must be run for performance 
ther than for the benefit of its manage- 
ent. They are, however, surely wrong in 
efining performance" as nothing but im- 
ediate, short-term gains for shareholders. 
s subordinates all other constituencies— 
above all, managerial and professional em- 
loyees—to the immediate gratification of 
people whose only interest in the business is 
short-term pay-offs. 
No society will tolerate this for very 
ing. And indeed in the United States a cor- 
ection is beginning to be worked out by the 
ourts, which increasingly give such employ- 
es a "property right" in their jobs. At the 
same time the large American pension funds 
specially the largest, the funds of govern- 
ent employees) are beginning to think 
hrough their obligation to a business as a 
‘going concern; that is, their obligation as 
wners. 
But the raiders are wrong also because 
immediate stockholder gains do not, as has 
ow been amply proven, optimise the cre- 
tion of wealth. That requires a balance be- 
‘tween the short term and the long term, 
_which is precisely what management is sup- 
posed to provide, and should get paid for. 
“And we know how to establish and main- 
tain this balance*. 
The governance of business has so far 
become an issue mainly in the English- 
speaking countries. But it will soon become 
‘an issue also in Japan and West Germany. 
So far in those two countries the needed bal- 
ance between the short term and the long 
- has been enforced by the large banks’ con- 
trol of other companies. But in both coun- 
tries big companies are slipping the banks’ 
leash. And in Japan pension funds will soon 









/. 5 The easiest way is for a company to have two operating 
xudgets: one, short-term, for on-going operations; a sec- 
nd, extending over 3-5 years, that covers the work 
"(rarely more than 10% or 12% of total expenses) needed 
to build and maintain the company's wealth-producing 
capacity— processes, products, service, markets, people. 
This second, "futures" budget should neither be in- 
creased in good years nor cut in poor ones. This is what 
Japanese companies have been doing ever since 1 first 
told them about it 30 years ago. 
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-own as high a proportion of the nation's 


large companii rican ones do ir 
United States; and they are just as interest 
ernance of business, in other words, is likely 
to become an issue throughout the devel- 
oped world. 


Again, we may be further advanced to- 


wards an answer than most of us realise. In a 


noteworthy recent article in the Harvard 


Business Review, Professor Michael C. Jan- 
sen, of the Harvard Business School, has 
pointed out that large businesses, especially 
in the United States, are rapidly "going pri- 
vate". They are putting themselves under 


. the control of small number of large holders; 


and in such a way that their holders' self- 
interest lies in building long-term value 
tather than in reaping immediate stock- 
market gains. Indeed only in Japan, with its 
sky-high price/earnings ratios, is a public is- 
sue of equity still the best way for a large 
company to finance itself. 

Unbundling too should go a long way 
towards building flexibility into a compa- 
ny's cost structure, and should thus enable 


' it to maintain both short-term earnings and 


investments in the future. Again the Japa- 
nese show the way. The large Japanese man- 
ufacturing companies maintain short-term 
earnings (and employment security for their 
workers) and long-term investments in the 
future, by “out-sourcing”. They buy from 
outside contractors a far larger proportion 
of their parts than western manufacturers 
usually do. Thus they are able to cut their 
costs fast and sharply, when they need to, by 
shifting the burden of short-term fluctua- 
tions to the outside supplier. 

The basic decisions about the function, 
accountability and legitimacy of manage- 
ment, whether they are to be made by busi- 
ness, by the market, by lawyers and courts, 
or by legislators—and all 
four will enter the lists—are 
still ahead of us. They are 
needed not because corpo- 
rate capitalism has failed 
but because it has suc- 
ceeded. But that makes 
them all the more contro- 
versial. 


The primacy of politics 

Fifth, rapid changes in in- 
ternational politics and 
policies, rather than do- 
mestic economics, are likely 
to dominate the 1990s. The 
lodestar by which the free 
world has navigated since 
the late 1940s, the contain- 
ment of Russia and of com- 
munism, is becoming ob- 
solescent, because of that 
policy’s very success. And 
the other basic policy of 
these decades, restoration 
of a worldwide, market- 


in short-term stockmarket profits. The gov- 


are quite different: the environment; terror- 
ism; third-world integration into the world 
economy; control or elimination of nuclear, 
chemical and biological weapons; and con- 


- trol of the world-wide pollution of the arms 


race altogether. They all require concerted, 
common, transnational action, for which 
there are few precedents (suppressing. the 
slave trade, outlawing piracy, the Red Cross 
are the successful ones that come to mind). 

The past 40 years, despite tensions and 
crises, were years of political continuity. The 
next ten will be years of political discontinu- 
ity. Save for such aberrations as the V“ 
nam era in the United States, political 
since 1945 has been dominated by domestic 
economic concerns such as unemployment, 
inflation or nationalisation/privatisation. 
These issues will not go away: But increas- 
ingly international and transnational politi- 
cal issues will tend to upstage them. 


So? 

The trends that 1 have described above are 
not forecasts (for which I have little use and 
scant respect); they are, if you will, conclu- 
sions. Everything discussed here has already 
happened; it is only the full impacts that are 
still to come. I expect most readers to nod 
and to say, “Of course". But few, I suspect, 
have yet asked themselves: "What do these 
futures mean for my own work and my own 
organisation?” 































‘THE ECONOMIST OCTOBER 21 1989 


FOR HIGH INTEREST, PAID GROSS, 


BURY YOUR MONEY ON AN ISLAND. 

















If you're looking for a safe place to stash 
some booty, try sailing into Barclays. 

We'll find a nice little spot for your money 
here in the Channel Islands, where you can 
enjoy the combined benefits of security and 
banking expertise. 

Barclays can offer a wide range of 
financial services from tax advice to 
savings plans. But, perhaps the easiest 
and safest way to take advantage of our 


position is through our range of offshore 


If you would like further information on 
these services and current rates of interest, 
please complete this coupon and return to 
Peter Griffiths, Barclays Finance Company 
(Guernsey) Limited, Dept. ZP, PO Box 269, 
Guernsey, Channel Islands. 

Barclays Finance Company (Guernsey) 
Limited has its principal place of business in 


St. Peter Port, Guernsey. The paid-up capital 








I deposit accounts. 
Our Fixed 
T Term Deposits, for 
example, offer anyone 
investing £2,000 ($5,000) or 
more a high fixed rate of 
interest in Sterling, dollars, 


Deutschmarks or Swiss 





Francs (but not pieces of 
eight). 

A Call Account offers 
easy access on deposits 
“over £2,000, so you can 

dig into your savings at 
any time. You can even have a cheque 
book if your holding is in Sterling. 

Whichever account you choose, you'll still 
earn a good market-related rate of interest, 
paid gross. 

And wherever you're based it's simple 
to organise any of these accounts. Our experi- 
enced staff will be pleased to advise you by 
phone. 

So to turn your spare cash into buried 
treasure give us a ring on (0481) 23223 or send 


the coupon. 


exceed £13.7 million. Latest audited accounts 
available on request from the Managing 
Director, Willie Allan. 
Name: Mr/Mrs/Miss/Ms 


Address 


Tel. No: 


and reserves of Barclays Finance Iwork/resideinz.. 
: s BARCLAYS 
Company (Guernsey) Limited 1———— — ——— 


GUERNSEY FINANCE COMPANY 








-a lifetime. 


you -to be part of your 
life — simply because this 


made watches. 
- And if we may draw a con- 


. tions of experience, it will 
be this: choose once but 
- choose well. 


ENESYTUNUTCYEVUUOTUTEEUSPUTEUPIUVEPNTOUTERPWNCY I c 


HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 


- of an object of rare perfection. 


We know the feeling well. We experience it every time 


- a Patek Philippe leaves the hands of our craftsmen. 


You can call it pride. For us it lasts a moment; for you, 


att 


We made this watch for 


is the way weve always 


clusion from five genera- 


A Patek Philippe - 
because it's for a lifetime. 





Patek Philippe S.A 
41, rue du Rhône - 1211 Geneva 3 - Switzerland 


ASIA 


Fighting for his dynasty 


FROM OUR INDIA CORRESPONDENT 


NDIA’S general-election campaign has al- 
ready sprung its first surprise. Mr Rajiv 
Gandhi has called the election earlier than 
expected. The betting had been thar the poll 
would be held in January, when parliament 
had run its full five-year course. Instead, it 
will take place on November 22nd and 24th. 
Another, minor, surprise is that Mr 
~«ndhi did not, as is customary, have par- 
liament dissolved before making the elec- 
tion announcement. Members of parlia- 
ment will continue to draw their liberal pay 
and perquisites for a bit longer—giving 
Congress party parliamentarians, for that 
bit longer, a useful incentive to remain loyal 
to the government. 

Both the snap election and the bone 
thrown to the politicians are assumed, prob- 
ably correctly, to reflect Mr Gandhi's ner- 
vousness about the election result. He has a 
great deal to feel nervous about. After 40 
years of almost uninterrupted power, the 
Congress party has become jaded and cor- 
rupt. Support for it has ebbed. In the past 
five years it has lost every one of the seven 
elections held in the larger states. By-elec- 
tion results suggest that the tide is 
running strongly against it in six of 
the remaining seven large states. 

Two things keep the Congress 

rty’s hopes alive. One is that Mr 
Gandhi, the son of Indira Gandhi 
and the grandson of India’s first 
prime minister, Jawaharlal Nehru, 
will continue to appeal to the Indian 
voter. The other is the belief that the 
opposition will not be able to unite 
under a single leader. Congress can 
count on neither assumption. 

Mr Gandhi is going into the elec- 
tion under the shadow of the now no- 
torious Bofors scandal. Documents 
published in the Hindu during the 
past 18 months have established be- 
yond reasonable doubt that Bofors, a 
Swedish arms manufacturer, agreed 
to pay millions of dollars in “commis- 
sions" on a $1.4 billion purchase of 
howitzers by the Indian defence 
ministry. 

The documents show that Mr 
Gandhi and his officials misled a com- 
mission set up by parliament to in- 
quire into the Bofors payments. They 
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support the widely held belief that at least 
some of the money found its way into the 
coffers of the Congress party. Some in India 
scoff that corruption at the top is expected 
by the voters, who will not be moved by 
these revelations. Perhaps. But the unex- 
pectedly strong reaction of Japan's voters to 
the Recruit scandal shows that this can be a 
risky assumption. 

What of the opposition? It consists of a 
diverse group of six national and regional 
parties which, in most people's eyes, have 
little in common but their desire to oust Mr 
Gandhi. At its core is the Janata Dal (Peo- 
ples’ party) led by Mr Gandhi's former fi- 
nance minister, Mr V.P. Singh. The Janata 
Dal was itself formed only a year ago, 
through the merger of three national parties 
with strong bases in northern India and the 
southern state of Karnataka. 

It is allied, in a National Front, with 
three powerful regional parties. One is the 
Telugu Desam (Telugu Homeland), which 
rules the large southern state of Andhra Pra- 
desh and is led by a former film star, Mr 
N.T. Rama Rao. The second is the Dravida 


Munnetra Kazhagam, which defeated Con- 
gress soundly in state elections in Tamil 
Nadu, home of India's 55m Tamils, last Jan- 
uary. Last is the Assam Peoples’ party, 
which came to power in 1986 after an eight- 
year non-violent struggle to check Bengali 
immigration. 

The National Front is flanked on the 
left by the Communist party of India (Marx- 
ist), which has ruled the state of West Bengal 
on its own for the past 12 years and shares 
power in Kerala. On the right stands the 
Hindu revivalist Bharatiya Janata party (In- 
dian Peoples’ party). Neither of these is pre- 
pared to join the Front, but both have tac- 
itly agreed to avoid putting up candidates 
against it in any constituency it is contest- 
ing. This arrangement the Congress party 
hopes to break. 

Congress got an opportunity a month 
ago, when, at a Bharatiya Janata meeting in 
Bombay, militants forced the Hindu party to 
support the demolition of a disused Muslim 
mosque in Uttar Pradesh built on what Hin- 
dus regard as their holy ground. In this 
northern state Mr Gandhi faces his severest 
challenge from Mr Singh. Mr Singh has said 
that he is unwilling to favour the Hindus at 
the expense of the Muslim vote. As a result, 
any electorial marriage of convenience be- 
tween Bharatiya Janata and Mr Singh's co- 
alition seems doubtful. It has been made 
even more doubtful by the rise of tension 
between the Muslim and Hindu commu- 
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nities in the state. 
... After a long period of calm, communal 
riots have broken out in eight places in India 
‘in the past three weeks, claiming from half a 
- dozen to 40 lives each. All have occurred in 


states where the Congress party is in power 


but faces almost certain defeat if the 
_ Bharatiya Janata and the Janata Dal fight the 


election together. 
While Congress may not have fomented 
these riots, it has done nothing to prevent 


- them. Rising ethnic tension and the refusal 
so far of the Bharatiya Janata to dissociate 


" 


itself from militant groups like the Vishwa 
Hindu Parishad (World Hindu Assembly) 
have put the leaders of the Janata Dal in a 
quandary. They claim to be a secular alter- 


native to the Congress party. Mr Singh has 








declared that he will not be a party to “any- 


thing that tears apart the emotional unity of 


the country”. 

Mr Singh's stand could be prompted by 
more than ethics: staying with the Hindu 
militants could cost him the support of the 
Communist party (Marxist), which is totally 
opposed to the militant line and is almost 
certain to win 40-50 of the 546 seats in par- 
liament. Mr Gandhi is wooing the Commu- 
nists assiduously. He recently invited West 
Bengal’s Communist chief minister for 
breakfast, and a few days ago he went to the 
state to attend the opening of a large new 
petrochemical plant the state government is 
bursting with pride over. Mr Gandhi is in 
there fighting hard for his survival. 


— | 








Pakistan 


The difficult bit 


HE Commonwealth conference . this 

week gave Miss Benazir Bhutto another 
opportunity to do what she seems to do 
best. The young prime minister of Pakistan 
made an attractive addition to the leaders 
gathered in Kuala Lumpur. Foreign jaunts 
have turned out to be the easy part of her 
job. At home Miss Bhutto’s touch has 
proved less sure. 

After nearly a year in power things look 
bleak for her. Not only is the opposition 
baying for her blood but her own faction- 


ridden Pakistan People’s party is increas- 
ASIA continues on page 35 > 





As the boat people face the cold 


FROM OUR HONGKONG CORRESPONDENT 


HE Vietnamese who make it by boat 

to Hongkong mostly end up behind 
barbed wire. They are confined in con- 
crete detention centres, converted fac- 
tories, huts, tents, even on ferry boats 
turned into prison ships. Fights break out, 
people are sometimes killed. Soon the 
weather will turn cold, increasing the mis- 
ery of people whose clothes are often little 
more than rags. Yet they are desperate to 
stay. Thousands of boat people have been 
demonstrating and staging hunger strikes 
in an effort to keep Britain from forcing 
them back to Vietnam, thus ending their 
dreams of wealth and freedom in the 
West. Is there no civilised end to this 
tragedy? 

Not so far. This week the civilised 
world—as present at a meeting in Geneva 
hosted by the United Nations High Com- 
missioner for Refugees—rejected the 
uncivilised answer proposed by the gov- 
ernments of Britain and Hongkong. This 
is “mandatory repatriation”, a euphe- 
mism for forcing back to Vietnam those 
who refuse to go voluntarily. Instead, the 
meeting decided to give an existing volun- 
tary scheme a few more months to prove 
its futility. 

There are now around 57,000 Viet- 
namese in Hongkong, easily the colony’s 
largest expatriate community. Only those 
who arrived before June 16 1988—they 
number around 13,000—are automati- 
cally classified as refugees, with a right of 
eventual resettlement in West. The rest 
must be "screened": the official expecta- 
tion is that 90% of them will prove to be 
merely “economic migrants", not eligible 
for resettlement. 

The idea of screening is to deter the 
Vietnamese from setting sail for Hong- 
kong in the first place and to persuade 
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those who did come to go back. It has 
failed almost totally. Since January, Hong- 
kong's Vietnamese population has more 
than doubled. Over the same period, just 
264 have returned to Vietnam (another 
couple of hundred may leave in the next 
few days). And a mere 2,945 of Hong- 
kong's refugees have been resettled in 
Hongkong and elsewhere this year. No 
wonder Hongkong's government favours 
repatriating those whom the rest of the 
world has no intention of taking. As the 





colony's governor, Sir David Wilson, ex- 
plained to an audience in Washington 
this week (albeit with dubious arithmetic), 
the influx of Vietnamese into Hongkong 
this year “is as though 1!m have sailed 
up the Potomac River". 

But they are not sailing up the Poto- 
mac, and America is sticking to its princi- 
pled refusal to countenance mandatory re- 
patriation. Vietnam also rejects force, 
although one suspects for less principled 
reasons (boat people are both a political 
bargaining chip and a potential source of 
hard cash from abroad). According to 
most reports, the best that it has been able 
to offer is to take back the 5,000 or so boat 
children who are said to have arrived in 
Hongkong without their parents. 

So what will happen before the next 
Geneva conference on the boat people, 
due in January? The answers seem de- 
pressingly clear. Not many refugees will be 
resettled, and very few boat people will 
volunteer—bribed with a $50 handout— 


to return to Vietnam. The tide of racist * 


resentment among Hongkong's 5.7m 
Chinese will continue to rise. At the pop- 
ular level, many advocate what amounts 
to towing the boat people out to sea. At 
the political level, Mr Allen Lee Peng-fei, 
the senior member of the Legislative 
Council, says that either Hongkong 
should begin forced repatriation or it 
should abolish its policy of offering “first 
asylum" to refugees who arrive seeking re- 
settlement elsewhere. 

If this becomes official policy, heaven 
help Hongkong's reputation should a 
boatload of Vietnamese drown them- 
selves in Hongkong's polluted waters. As 
the governor reminded the Legislative 
Council this month, "the Vietnamese are 
fellow human beings". Calling for pa- 
tience, he added: “Many Hongkong fam- 
ilies, after all, know what it is like to up- 
root themselves from their homes and 


seek a better fe elsewhere.” Well said. 
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If: ou are living or working abroad, Abbey National 
will help you make the most of your money. 

In Jersey's genial financial climate, your funds will 
f ish as surely as the flowers. And now that Abbey 
|  onalis established in the Island, you can have all the 
benefits of a high rate deposit account with interest paid 
gross, and much more besides. 

We've established arrangements with our bankers 
to introduce a fast and highly efficient international 
money transfer system which allows you to transfer 
money from your bank account to your Offshore 
investment account, wherever you happen to be. 

Our Offshore investment accounts are so flexible, 
you'll find exactly the right one for your needs. Offshore 
Plus offers instant access and five rates of interest, 
depending on how much you wish to invest. You can 
start with just £500. Offshore 90 offers even better rates 
(at 90 days’ notice), and you need £1,000 to get started. In 
all cases, no tax is deducted; your interest is paid in full. 


Now we've 
planted the thought, 
ABBEY — 
NATIONAL 


isend us the coupon. 
(OVERSEAS) LIMITED 





And we'll really 
iget things growing. 





(Fast, flexible cash flow and high-rate tax-free interest. 


Copies of the latest audited accounts are available on request 
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"WHEREVER YOU ARE . 
IN THE WORLD , YOUR MONEY 
GROWS BEST IN JERSEY. 
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To: Peter Donne Davis, 


Director, Abbey National 
(Overseas) Ltd, PO Box 545, Abbey National House, 
Ingouville Place, St Helier, Jersey, Channel Islands. 


| Please send me full details of the Abbey National 
Offshore Plus & Offshore 90 Accounts, including current 
interest rates. 
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P 3 There are about 1,900 car models in the world. 
5 on t Apparently they arc all 

! 9 oca technology. Their ..................... running engines, 

T e leve od D Eee | with power, offer ciecie 


acceleration and ...................... fuel-efficiency. 





All this, no less. And no more. 





Missing word list: 





superbly matchless 
bristling state-of-the-art 
smooth breathtaking 


Saab accounts for less than one per cent of the world car _ 
output. 

The first Saab automobiles were designed by aircraft 
engineers. They understood that conventional wisdom 
was not what the car industry needed. What was needed 
was innovation. 

Saabs may not look large. Yet the Saab 9000 is the 
only imported car in the USA rated ' "large" by the 
Environmental Protection Agency. As CAR and DRIVER 
put it, Saabs are “groomed for the job of moving people 
and cargo effortlessly”. 


Don't 
believe 


Saabs may not look power performers. Yet, at the 
Talladega International Speedway in Alabama, USA, 
three standard Saab 9000 Turbo 16’s ran at full throttle 
for twenty days and nights. At average speeds of 213 
km/h, including pit stops, they broke the 100,000 
kilometre world speed endurance record. (That's two 
and a half times around the equator at 213 km/h.) 

In a Saab, you don't buy performance at the expense 
of safety. Saabs ranked first in safety in virtually ev ery 
category in a recent survey by the United States Highway 
Loss Data Institute. 

German auto, motor und sport were moved to write: 
“In snowstorms at the Arctic circle, in rush-hour chaos 
or at full throttle on the autobahn, this car inspires con- 
fidence, and creates a feeling of security and safety.” 








© SAAB Do as this motoring journalist did. Get behind the 


wheel of a Saab, and judge for yourself. 


For more information contact Saab Response Service, Box 3070, S-6ll 03 Nyköping, Sweden. Fax: -- 46155-12484. 
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ingly critical of her lack of direction. Infla- 
tion is rising. Law and order are 
disintegrating. Democracy may have re- 
placed military rule but it has done little to 
improve the lot of ordinary Pakistanis. 

Miss Bhutto’s government seems para- 
lysed. Her party lacks an absolute majority 
in the National Assembly, and the Senate is 
controlled by the main opposition group, 
the Islamic Democratic Alliance (IDA). And 
she has been unable to draw a clear line pro- 
tecting her authority against that of the 
army and the president (who is contesting 
her right to retire senior officers and ap- 
point judges). The government has not only 
failed to pass a single significant bill, it has 
not announced a legislative agenda. The op- 
position is collecting support in parliament 
for what it hopes will be a vote of no confi- 
dence. 

It is, however, in the provinces that Miss 













Bhutto’s fiercest battles are being fought. In 
the North-West Frontier province the IDA is 
trying to unseat Miss Bhutto's chief minis- 
ter, Mr Aftab Sherpao, by offering bribes to 
get independents in the provincial assembly 
to abandon him. Mr Sherpao is hanging on, 
just. In Baluchistan, the largest and most 
backward province, the chief minister, Mr 
Akbar Bugti, has accused Miss Bhutto of try- 
ing to topple his government, a coalition of 
Baluchi nationalists and Islamic funda- 
mentalists, by force. His charge follows a 
bungled attempt by the para-military Fron- 
tier Corps, which is run by the federal gov- 
ernment, to relieve local Bugti tribesmen of 
their weapons. 

A bigger challenge comes from Mr 
Nawaz Sharif, the leader of the IDA and chief 
minister of Punjab, the most important and 
(with 60m people) most populous state. Mr 
Nawaz, a former protégé of the late Presi- 
dent Zia, has vowed to prevent Miss 
Bhutto from governing in Punjab. He 
has largely succeeded. 

He and Miss Bhutto have gone to 
extraordinary lengths to topple each 
other. They test one another’s popu- 
larity with huge and costly rallies. 
Federal officials have been arrested in 
Punjab, Punjabi officials harassed in 
Islamabad. Mr Sharif, a wealthy busi- 
nessman, has accused the federal gov- 
ernment of attempting to ruin him fi- 
nancially. The federal government 
has accused Mr Sharif of aiding Sikh 
terrorism. Miss Bhutto's party reck- 
ons that if it does not unseat Mr Sha- 
rif it cannot win the next general elec- 
tion. But its efforts so far seem only to 
have strengthened his position. 

Miss Bhutto is even in trouble in 
Sind, her home province and the 
only one where her party has a major- 
ity in the local assembly. Sindhi na- 
tionalists accuse her of selling out 





ERE is a first-hand, unprejudiced re- 
port on the state of Mr Deng Xiao- 
ping’s health. He is “amazingly fit and 
well for his age." He is articulate and 
clear-spoken. The news comes from a 
group of westerners who met the 85-year- 
old Chinese leader in Beijing this month. 

Despite their happy moments with Mr 
Deng the visitors came away from Beijing 
in a melancholy mood. They got the im- 
pression that the Chinese leadership is 
worried about Hongkong’s political chal- 
lenge to China’s stability. It is thought of 
as “the arrow head”’ in a campaign to sub- 
vert the communist system. Hongkong’s 
threat to communism, the Chinese now 
seem to feel, outweighs its economic ad- 








Deng, by those who met him 


vantages. If this is so, it challenges the 
wishful view that China would do nothing 
that might interfere with its largest single 
source of foreign exchange. 

Confirmation of worries at the top in 
Beijing would seem to come from the pub- 
lic attacks being made by China on the 
British colony. A Chinese diplomat in 
Hongkong complained on October 18th 
that a naval base was being moved to an- 
other part of the colony without China’s 
permission. It was the fourth attack on 
Hongkong or on the British administra- 
tion of Hongkong in little more than a 
week. “The Chinese line is that nothing 
moves unless they say so," a western dip- 
lomat said. 
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their interests to the descendants of 
immigrants by forming a political a 
with the Mohajir National Movement. 
week 3,000 militants of the oppo 
Sindhi National Alliance took over 
airport and burned the Pakistani flag. — 
The Sindhi nationalist leader, Mr G.M. 
Syed, was placed under house arrest. Thi: 
sparked more riots, arson and looting. 
dangerous for Miss Bhutto is the revo 
faces from Sindhi nationalists in the P 
stan People’s party. Ten of its elected m 
bers from Sind are to sit apart from the m 
block in parliament. There is discontent 
over the allegedly shady business dealings o! 
the family of Miss Bhutto's husband. 
The opposition has, weakly, called for 
military takeover. Miss Bhutto's best n 
recently was the assurance from the arm 
chief, General Mirza Aslan Beg, that 


army is committed to democracy. 





Taiwan 


We try harder 


FROM OUR CHINA CORRESPONDENT 


AIWAN, or the Republic of China as it 

prefers to be known, is learning that 
wealth wins friends. On October 13th Belize 
became the latest country to establish full 
diplomatic relations with Taiwan. Four day: 
earlier Liberia had recognised Taiwan; in 
July, it was Grenada. True, none is a power- 
house, but each time a country signs up with: 
Taiwan it knows it is severing diplomatic. 
links with the Communist mainland. In the 
arcane struggle between the regimes of Tai- 
pei and Beijing to be accepted as the true 
ruler of all China, each side counts the tally 
of diplomatic missions. 

China's count remains a lot higher than | 
Taiwan's. Even with the addition of Beli z 































































































Still smoking, still smiling 
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Lee sets a dangerous pace 


only 26 countries afford full recognition to 
the Kuomintang regime that fled from the 
mainland 40 years ago. Since America’s dip- 
lomatic defection to China in 1979, the only 
largeish countries recognising Taiwan are 
South Korea, Saudi Arabia and South 
Africa. 

The rest range alphabetically from 
Costa Rica through Nauru to Swaziland and 
the Vatican City. They are either ideological 
enemies of communism, or simply poor. Li- 
beria is said to have received $20m in aid 
from China in the past 12 years—but 
$140m from Taiwan last year for a highway 
project. Belize can now expect a timely $10m 
in concessionary loans. As one Taiwan 
spokesman says, “We will use our economic 
power to help our allies.” 

That power is large: Taiwan is the 
world’s 13th biggest trading nation and has 





Kids’ lobby 


HE Commonwealth leaders who be- 

gan meeting in Kuala Lumpur this 
week are chided by one of their commit- 
tees for not doing enough for children. 
Child mortality rates are rising in the 
third world, the committee points out. A 
smaller proportion of young children 
there are going to school. The committee 
says that when loans are made to hard-up 
countries, not enough of the money 
finds its way to health and other social 
services. 

As it happens, what might be called 
the children's lobby was well represented 
in Kuala Lumpur. Between them, the 47 
heads of government in the Common- 
wealth have at least 124 children. 

Miss Benazir Bhutto of Pakistan has 
one and is pregnant again, Mrs Thatcher 
has two, Australia’s Bob Hawke has 
three, Prince Fatafehi of Tonga has four, 


foreign currency reserves of around $73 bil- 
lion, second only to Japan's. It is flaunting a 
$1.2 billion economic development fund, 
aimed especially at Asia (South Korea is the 
only Asian nation to recognise Taiwan). 

Its businessmen, investing overseas to 
escape Taiwan's labour shortage and rising 
currency, employ thousands of people from 
Africa to the Philippines. The results can be 
seen in the foreign trade delegations that fill 
Taipei's hotels. When Taiwan makes a for- 
mal application, probably next month, to 
join the General Agreement on Tariffs and 
Trade, it will no doubt find many 
sympathisers. 

Yet there is more to Taiwan's growing 
influence than simple bribery. Taiwan is 
more acceptable precisely because China, 
having bloodily suppressed the student 


democrats of Tiananmen Square, is less so. 





Dr Mahathir Mohamad of the host 
country, Malaysia, has five. The Sultan 
of Brunei has nine, while Chief Eti 
Alesana of Western Samoa has a splen- 
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Until the tanks rolled into the square on 
June 4th, there were rumours that South 
Korea and Saudi Arabia were about to up- 
grade their links with Beijing. 

Another element is the “flexible diplo- 
macy” practised by Taiwan under President 
Lee Teng-hui, who was appointed to the job 
on the death of Chiang Ching-kuo two 
years ago. Formal recognition is not a pre- 
requisite of contact with the outside world. 
The cabinet has approved preferential tar- 
iffs for East Germany, Hungary and Yugo- 
slavia; direct trade is planned with Vietnam, 
Cambodia, Laos and Cuba, despite their 
communist governments. 

Taiwan's triumphs may bring risks as 
well as reward. The communists of Beijing 
preserve the fiction of one China by ad- 
vocating "one country, two systems’ —the 
formula China applies to Hongkong. Tai- 
wan regards the formula as a precursor of 
communist infiltration. Its riposte—deliber 
ately unofficial—is "one country, tw 
governments". 

The parallel is with the two Germanies, 
or the two Koreas, inviting foreign countries 
to recognise both Beijing and Taipei. But it 
comes perilously close to “two Chinas, two 
governments”. That implies a separatist 
Taiwan. The KMr doesn't like that. Neither 
does China, which has always threatened to 
invade Taiwan if it proclaims its 
independence. 





Pick a policy, 
any policy 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT BANGKOK 


HE sometimes whimsical Thais have a 

foreign-policy innovation to thei 
credit: they are backing both sides in the 
civil war in neighbouring Cambodia. The 
prime minister, Mr Chatichai Choonhavan, 
has angered his allies in the Association of 
South-East Asian Nations (ASEAN) by being 
friendly to Cambodia’s Vietnamese-in- 
stalled prime minister, Mr Hun Sen. On the 
other hand, Thailand's foreign minister and 
its army back the resistance forces fighting 
Mr Hun Sen's men. The Thais do not con- 
sider their foreign policy in disarray. Outsid- 
ers, they say, have to understand that sev- 
eral Thai groups have an interest in 
Cambodia. In a spirit of understanding, 
each tolerates alternative views. 

The prime minister's young advisers, 
who include his son Kraisak, take a business 
view of foreign policy. They want the region 
from Burma to Vietnam to turn “from a war 
zone to a trade zone”, and they want this to 
happen quickly. They probably would fa- 
vour recognising Mr Hun Sen's government 
if that would mean peace and opportunities 


THE ECONOMIST OCTOBER 21 1989 





Eligible for a tax-free car? 
Saab has the organization. 
And the car. 


Tax-free is a word we like to use cautiously. However, 
look what you get when you buy a Saab from Saab 
International and Diplomat Sales. 





We offer the complete range of Saab cars, at a price 
well below the recommended list price. 

Each car is backed bya support programme that in- 
cludes warranty and road-side travel insurance coverage. 
We handle all the paperwork for you. ) 

We even ship your Saab to the States free of charge 
should the need arise. 

Post the coupon today, Better still test drive a Saab 
at your nearest dealer and get all the details from the 
International and Diplomat Sales specialist. 


Please send me more information on the Saab International 
and Diplomat Sales programme and the Saab product range. 


Name 





Ac Idress 








Phone 








Occ upation 





Country of final use 





Saab-Scania AB, Saab Car Division 
International and Diplomat Sales 
S-6ll 81 Nyköping, Sweden, Telefax: +46 155 443 08 
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| To: Stephen Carter, 


Lombard 
the British Bank 


with a history of 
making money 
grow 


When you open a deposit account with Lombard you know — 
you are entrusting your money with a major UK Group with 
a history of business in the world of finance spanning more j 
than 125 years. : 


And we are one of the largest banking subsidiaries in the 
National Westminster Bank Group, itself one of the biggest 
banking groups in the world. 


Our range of Sterling savings and deposit accounts 
provide total investment flexibility, with the minimum of 
restrictions and a good return on your funds. 


As an added benefit for non residents of the UK all interest 
is paid without deduction of tax at source. 


ENT 


With our experience, our standing and our reputation you 
can rest assured your money will be in safe hands and 
your account operated in the strictest confidence. 


To know more about 
the benefits of 
saving with Lombard 
and making 
your money 
grow, please 
complete and 
return the 
coupon or 
'phone 
Stephen 
Carter on 
0737 774111 
extension 
3861. 











The location of our West End Deposit Office, 
38a Cuz > 1 
Lombard North Central PLC, Giron Street, London W 
a | 


Banking Services Department 635, 
38a Curzon Street, London W1A 1EU 

Please send me, without obligation, a copy of your deposit account 
brochure and current interest rates. (PLEASE WRITE IN CAPITAL LETTERS.) 

NAME (Mr/Mrs/Miss) 
ADDRESS 














No. 337004 

Registered Office 
Lombard House 

3 Princess Way, Redhil 
Surrey RH1 1NP, England 


& A member of the National 


Lombard 


<= Ihe Complete Finance Service 
Deposit Accounts 





Registered in England | 


Westminster Bank Group 

whose capital and reserves 
exceed £4,800,000,000. | 
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Chatichai pauses 


for Bangkok businessmen. 

Mr Chatichai is more cautious than his 
advisers. He likes their ideas, but he wants 
to move more slowly. On a recent visit to 
three European countries he is believed to 
have suggested in private talks that a west- 
ern government should lead the way in rec- 
ognising the Hun Sen regime. Twice he has 
offended his ASEAN colleagues by meeting 
Mr Hun Sen in Bangkok. But he has refused 
to go further by visiting Mr Hun Sen in 
Phnom Penh. He bends to China by con- 
tinuing to give sanctuary in Thailand to the 
Cambodian resistance forces. 

The foreign minister, Mr Siddhi Savet- 
sila, has little time for folderol over a trade 
zone. He wants to be sure that the Vietnam- 
ese, and their influence, are removed from 
Cambodia. He believes that the Khmers 
Rouges should be involved in any political 
settlement, and has none of the good feeling 
for Mr Hun Sen that Mr Chatichai has dis- 
played. Mr Siddhi leads one of the parties in 
the government coalition, so Mr Chatichai 
has to listen to his views. 

Then the army has a say. It gives assis- 
tance to the Cambodian resistance groups 
that run semi-secret military camps on Thai 
soil. Thai soldiers help to channel aid from 
China to the resistance fighters. During re- 
cent battles for the Cambodian gem town of 
Pailin, western journalists spotted a Thai he- 
licopter overhead. Mr Hun Sen’s soldiers 
claim it was reporting their positions to the 
Khmers Rouges. 

The activities of Thai soldiers on the 
border, which include a lively smuggling 
trade, are carried on with little interference 
from the prime minister's office or the for- 
eign ministry. Thailand’s relations with 
Laos and Burma are, for the most part, left 
to the army. Shortly after General Saw 
Maung took power in Burma last year Thai- 
land's army chief, General Chavalit 
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Yongchaiyudh, visited Rangoon, showing 
the new ruler a friendly face that others 
around the world denied him. It is believed 
that General Chavalit returned from Burma 
with profitable logging concessions for 
Thailand. 


For the moment at least, a three-headed 


foreign policy is working: Thailand has kept 
on good terms with both China and the 
Hun Sen government. It is typically Thai to 
explore all options. The system could break 
down if anyone started using words like hyp- 
ocritical, or confusing. In Thailand, that is 
never done. 





Pacific 


Worse than the bomb 


HATEVER their other differences, 

the peoples of the Pacific have long 
found unity in condemning French nuclear 
tests in Mururoa. The tests are still a useful 
bogy, but they have now been supplanted by 
another, and more urgent, complaint: 
driftnet fishing. 

Driftnets, used by the fishing fleets of Ja- 
pan, Taiwan and South Korea, are up to 30 
miles long and hang like a curtain to a depth 
of 50 feet. They are a highly efficient way of 
catching huge numbers of fish. Particularly 
prized is the albacore tuna, for which can- 
ners pay high prices. The small island-states 
say that their own modest fishing fleets, 
which catch fish on long lines, face ruin in 
their depleted waters. Marine experts have 
another worry: that large numbers of turtles, 
dolphins, whales and even birds are trapped 
in the nylon mesh. As the net is winched 
aboard a fishing boat, the unwanted crea- 
tures, which may by then be dead or dam- 
aged, are thrown back into the sea. Driftnets 
have, understandably, come to be called 
walls of death. 

The use of driftnets was bitterly con- 
demned at a conference of the South Pacific 
Commission in Guam which ended on Oc- 
tober 11th. The commission aims to raise 
living standards in 22 Pacific territories. All 


A dolphin entangled in a driftnet 


22, together with Britain, France, Australia 
and New Zealand, which take a brotherly in- 
terest in the commission, voted for a ban on 
driftnet fishing. The United States, the big- 
gest of the brothers, abstained, to the anger 
of the island states. 

The Americans believe a ban may be 
unenforceable. They have a point. Few i 
lands have enough patrol boats to polic. 
their coastal waters properly, let alone the 
much larger “economic zones" claimed by 
some countries. Sometimes the driftnets are 
used in waters even farther out, where a ban 
would have no effect. 

In Guam the Americans argued for a 
temporary moratorium during which the 
driftnet fishers would be asked to abandon, 
or at least restrict, their plunder of the seas. 
Back in June South Korea said it would give 
up driftnet fishing, but it is unclear whether 
it has yet done so. Japan is in the curious 
position of offering generous aid to the Pa- 
cific states while at the same time threaten- 
ing their livelihood. Taiwan has been talk- 
ing to the Americans about the problem. 

America believes that, with a little 
friendly pressure, the driftnet countries will 
see sense. It is in no one's interest to turn 
the Pacific into a watery desert. 
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bridge, hangs from two piers, each on the ! 
same rock footing. The Bay Bridge, which ~ 





Horror of the Cypress Freeway sandwich 





The San Franciscan spirit 


WASHINGTON, DC 


T ALL might have been much worse. Sci- 
entists had been predicting that a huge 
earthquake would hit both San Francisco 
and Los Angeles some time within the next 
century (the sooner a quake comes, on the 
San Andreas Fault, the smaller it is). The 
picentre of Tuesday's earthquake, which 
measured 7.0 on the Richter scale, was un- 
der the relatively unpopulated area between 
Santa Cruz and San Jose. The great 1906 
San Franciscan earthquake was roughly 50 
times as strong and was centred closer to the 
city. 
Nonetheless, the Loma Prieta earth- 
quake (as it is officially called) was the stron- 
gest tremor to hit California since the off- 
shore quake near Eureka in 1980. It was as 
strong as the earthquake that killed 25,000 
people in Armenia in 1988. The difference 
in the death toll lies partly in the local geol- 
ogy and partly in local building laws. 

Some 270 people are believed to have 
been killed, nearly all of them trapped in 
their cars when a double-decker motorway 
in Oakland collapsed. The earthquake’s 
damage extended for 100 miles from the 
epicentre. Santa Cruz, a sleepy coastal town, 
was the closest city to the centre and was 
probably the worst damaged. A day after the 
shock the city was still isolated by fissures 
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and boulders in the roads, but it was known 
that many old buildings had been destroyed 
and a shopping centre demolished. 

At the southern end of the bay, damage 
to San Jose and Silicon Valley was also ex- 
tensive, though not as bad as in San Fran- 
cisco or Santa Cruz. A water-treatment 
plant was knocked out, causing shortages. 
Yet the number of deaths in the whole bay 
area was small—with the single ghastly ex- 
ception of that Oakland motorway. 

Most of the damage in San Francisco 
was done to areas built on reclaimed mud. 
The Marina district, where gas leaks ignited 
huge fires after many old 1930s apartment 
buildings collapsed, is built on land re- 
claimed from the bay for the 1915 World's 
Fair. That fair, ironically, was held to com- 
memorate San Francisco's recovery from 
the 1906 earthquake. 

A soft foundation behaves like wob- 
bling jelly during a big earthquake, amplify- 
ing the swaying of any buildings above it. 
Both Mexico City and the Armenian city of 
Leninakan are built on such jelly. San Fran- 
cisco is built mostly on hard rocks. This geo- 
logical difference also explains the different 
effects of the quake on the two bridges 
across San Francisco Bay. 

The Golden Gate bridge, a suspension 


was opened in 1936, a year before the _ 
Golden Gate, is a -suspension and truss 
bridge on many piers, some of which rest on 
soft bay mud. If any two neighbouring piers 
are on different footings, the bridge 
would—and did—stretch, and a section of 
the upper deck collapsed on to the lower 
deck. The bridge will not reopen for at least 
a month. 

But it was the collapse of che Cypress 
Freeway at the Oakland end of the Bay 
Bridge that killed by far the most people. 
The two decks of the highway shut together 
like an alligator's jaws, trapping 150-250 
rush-hour cars, killing the people inside, 
most of them instantly. 

Here the analogy with Armenia is not 
geology but engineering. The motorway was 
one of the oldest in the area, built in the 
early 1950s before strict earthquake-proof 
building codes had been established. Its col- 
umns were supposed to be wrapped in steel 
but were not. Its deck was reinforced in 
1976 but, unlike other old sections of mo- 
torway, it had not been replaced with a bet- 
ter-built structure. It collapsed as easily as 
the many unreinforced concrete apartment 
blocks of Armenia. 

Governor George Deukmejian, hurry- 
ing back from a trip to West Germany, said 
he was outraged by the collapse of the free- 
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ay, as well he might be. But the remarkable 
ure of the great earthquake of 1989 was 
this was the only matter of political sen- 
tivity. 

The strict building codes of recent years 
ave plainly worked. Few buildings col 
psed except in the Marina district and 
anta Cruz. Candlestick Park baseball sta- 
ium, loaded with a crowd of 60,000 for the 
hird game of the World Series, was cracked 
ut not broken. The Bay Area Rapid Tran- 
metro system, which runs under the city 
cross the bay to Oakland, was working 
e next morning as if nothing had hap- 
ened, its tunnels intact. 

According to Dr George Lee, the acting 
rector of the National Centre for Earth- 
ke Engineering Research at Buffalo Uni- 
ty in New York state, the building 








cisco are written on the premise that a build- 
ing must be allowed to sway if it is to absorb 
the earthquake's energy without breaking 
apart. For example, many new buildings in 
San Francisco have dampers at the foot of 
their foundations made of fluid-filled con- 
tainers, or coiled springs, or lead-filled steel 
tubes: all help the building deform without 
collapsing. Every two years or so, the results 
of new research into earthquake-proof 
building design are applied. 

Old buildings do not have to be rebuilt 
to meet new standards—and many of those 
that did collapse were old—except when 
they are schools. Skyscrapers, designed to 
withstand the horizontal stress from wind, 
are better able to sway than other buildings. 
The lesson of the San Fernando earthquake 





WASHINGTON, DC 





MHE earth's crust to the west of the 
San Andreas fault is moving north- 
west. at the rate of about three 
entimetres a year. In places this move- 
ment is gradual and continuous; in oth- 
ers it happens in small jerks every few 
sars; The dangerous parts of the fault 
e where it slips in great but infrequent 
jerks of several metres. In 1906 the San 
rancisco section moved at least ten me- 
es and then stopped suddenly at the 
‘southern end of the section in the Santa 
Cruz mountains. That relieved the pres- 
sure on the San Francisco section of the 
fault for a century or more, but left some 
= strain in the Santa Cruz section. 

To the south, from San Juan Bautista, 
the fault slips smoothly. Farther south, 
near Parkfield, it jerks with a size-six 
earthquake every 22 years almost pre- 
cisely. Farther south still, to San Bernar- 
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Geologists were almost right 








dino, the fault has been stuck since a gi- 
ant earthquake in 1857. It is there that 
the biggest quake is expected some time 
in the next 30 years—the one that could 
damage Los Angeles. 

Nobody knew for sure how much 
strain the Santa Cruz section could take 
before it slipped. The United States Geo- 
logical Survey paid more attention to 
Parkfield. But at least one geologist, Dr 
Allan Lindh, had begun to worry about 
the Santa Cruz section even before two 
ominous small shocks in June 1988 and 
August 1989. After the August shock, 
Dr Lindh felt sure something bigger (pre- 
dicted magnitude: 6.5) was coming along 
a 30-mile stretch near Santa Cruz. The 
fault would shift by a few feet. 

In the event, the fault did slip by a few 
feet, the magnitude was 7.0 and the slip- 
page occurred along a 35-mile line sec- 
tion of the fault. So why was more not 
made of the prediction? The answer is 
that earthquake prediction is getting 
very good about everything except tim- 
ing. And the bigger the shock, the bigger 
the inexactitude. For that reason, geolo- 
gists refuse to turn their predictions into 
warnings. 

After-shocks of up to magnitude-six 
were expected in the days after this 
week's Loma Prieta earthquake. But 
most geologists do not believe that this 
quake is itself a mere foreshock for some- 
thing much bigger—though the possibil- 
ity of another shock measuring up to 
seven on the Richter scale cannot be 
ruled out. Geologists are feeling pretty 
confident. They may now be better at 
reading the foreshocks that affect the 
southern end of the fault, near Los Ange- 
les, for clues to the next, really big, one. 

















codes that did so much to protect an Fran 






California in 1971 was that 
highway structures are. much. more vulner- 
able than buildings. That lesson has been 
reinforced. 

Outside the roughest areas of San Fran- 
cisco there was no looting or disorder de- 
spite a total absence of glass in shop win- 
dows and no electric light. Security guards 
let people into the food shops to stock up— 
but quite a lot of the shoppers came out with 
six-packs of beer. Indeed, San Franciscans 
immediately displayed an unshakable Dun- 
kirk spirit. The Candlestick Park crowd 
cheered when the quake stopped and then, 
without an ounce of panic, filed out of the 
stadium. 

On the jammed streets, horns were si- 
lent and volunteers directed traffic. In the 
Marina district, an emergency plan for vol- 
unteers to put a long hose into the bay to 
keep the ‘firefighters. supplied with water 
worked - flawlessly. Visitors from the ea: 
coast were astonished, The city was pri 
pared, mentally and physically. Next day, 
the university opened normally; the rubbish 
trucks were at work. < 

President George Bush declared seven 
northern California counties a disaster area 
and dispatched to the scene Mr Sam Skin- 
ner, the hapless transport secretary, who al- 
most as much as his British counterpart has 
become Mr Disaster. The Federal Emer- 
gency Management Agency still had some of 
the $1.1 billion on hand that Congress had 
appropriated for Hurricane Hugo—which 
could be diverted—and was planning to ask 
Congress for more. 




































Insurance 


An ill quake 


HE Californian market has long been’ 

favourite with insurers. Last year they 
wrote a total of $30.2 billion in premium 
business in the state, according to Fox-Pitt 
Kelton, a London stockbroker. The earth- 
quake that hit northern California, includ- 
ing America's most beautiful city, on Octo- 
ber 17th, causing at least $1 billion-worth of 
damage, will take yet more of the shine off 
insurers’ earnings this year. However, in pri- 
vate, insurance companies reckon they es- 
caped lightly. 

The Californian earthquake was less 
damaging than the one that many insurers 
had been expecting. “This is not the big one 
that everyone has been fearing”, said Mr 
David Larner, a spokesman for the Lloyd's 
of London insurance market. Certainly, it 
caused nothing like the damage done by the 
1906 San Francisco earthquake. 

In- addition; only 1596 of Californian 
home-owners had forked out for the super- 
expensive. insurance required. for earth- 
quake cover. And ponei eer still have to 

















` pick up part of the tab. Home-owners have 
to pay the first 1096 of claims while commer- 
cial customers have to cover the first 5%. 

Despite this cushion, some insurance 
companies will still have to dig deep into 
their pockets to meet claims. One of the 
most heavily exposed is Transamerica, 
which last year wrote a total of $560m in 
Californian premiums, in the main for cars 
and property. Other insurers that have writ- 
ten substantial business in California in- 
clude Fireman's Fund, Ohio Casualty, 
Aetna and Continental Farmers, B.A.T's 
American insurance subsidiary, reckons 
that most of its exposure has been covered 
by reinsurance, ^ ^ 

Among the reinsurers, one of the big- 

gest, Swiss-Re, believes that its share of the 
bill for damages will total SFr100m ($65m). 
Another firm that. faces a whopping bill is 
Britain’s Willis Faber which has a huge un- 
lerwriting exposure to reinsurance through 
ts American subsidiaries. Royal Insurance 
has announced that it could lose $47m, 
while Commercial Union and Sun Alliance, 
two other British insurers, stand to lose 
$10m each. 

Surprisingly, in the aftermath of the 
earthquake, insurance stocks in America 
started to rise. Why? Because brokers expect 
Hurricane Hugo and the earthquake to cool 
the price war that has raged between insur- 
ers for the past two years. In the aftermath 
of these two acts of God, more people are 
expected to buy earthquake and hurricane 
insurance, thus increasing premiums. Both 
events should also help frustrate attempts by 
California’s voters, and its insurance com- 
missioner, to freeze rates. Most American 
commercial-insurance contracts come up for 
renewal between November and mid-Febru- 
ary, so Hugo and the earthquake, disasters 
for the people of California and the Carib- 
bean, could hardly have been better timed 
‘or the world’s insurance companies. 
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Budget | 
A rather blunt axe 


WASHINGTON, DC 


d pas closing scene of this year's federal- 
budget play has begun, as any bad melo- 
drama should, with plenty of diversionary 
smoke and noise. There is more of both to 
come. But behind the surface spectacle, 
there has not been much real action. 

Yet, on October 16th, President George 
Bush wielded the dreaded Gramm-Rudman 
automatic chopper after his budget director, 
Mr Richard Darman, had duly determined 
that the 1990 budget deficit would be $16 
billion above the Gramm-Rudman ceiling of 
$100 billion, Half of the $16 billion cuts will 
come from the defence budget and half from 


domestic programmes—excluding the big- 
gest of all, social security (old-age pensions). 

This is the third occasion since its in- 
vention in 1985 that the Gramm-Rudman 
chopper has been used—making it now 
more the norm than the exception. The first 
time, in early 1986, its $11 billion of auto- 
matic cuts were stuck to. The second time, 
in November 1987, the cuts of $23 billion 
were overridden when the administration 
and Congress got together and agreed to 
save money in other ways. Most congress- 
men (and the Defence Department, which is 
pretending to be indifferent to its $8 billion 
chop, even though this is 4% of its budget) 
hope that the second model will be followed 
this time. 

Immediately ahead are two potential 
show-stoppers. On October 25th the gov- 
ernment needs an extension of its tempo- 
rary "continuing resolution” —the measure 
that has been keeping the government in 
money since the start of the fiscal year on 
October Ist. And by October 31st Congress 
must raise the Treasury’s debt ceiling, tem- 
porarily or permanently, to avoid a govern- 








































could be hijacked by congressmen. k 
push for reforms (Senator Phil Gram: 
one of several hoping to extend and a 
his eponymous law) or for other pet i 
sures. Each time this happens the gov 
ment will teeter on the brink of being: 
down. 
Since it will no doubt. surviv 
House, the Senate and the administrat 
if they want to override the Gra 
Rudman cuts—will somehow have to 
their differences on the budget-reco 
tion bill. On October 5th the House of 
resentatives adopted a bill that purporte 
knock $11 billion off the 1990 budget | 
cit, with a blend of savings and fiddles, 
included a long string of extraneous gc 
ies. Some of these were social programm 
new federal child-care package, an ex 


sion of Medicaid (health-care for the poo 
a change in the way that Medicare (healt 
care for the old) pays its doctors. Oth 

were repeals of unpopular measures, incl 


ing last year’s law on health insurance 


catastrophic illness. The biggest fuss c: 
when the House, egged on by the admi 
tration but over strong opposition from 
own Democratic leaders, voted for a te 
rary cut in the capital-gains tax. ae 
A week later the Senate adopted 
stripped-down version of the same:bi 
excludes all the House's goodies and cla 
to save $14 billion. The Senate leaders sai 
virtuously, that the goodies should be 
into separate bills, breaking. Congr 
habit of hiding legislation in the small p 
of budget bills. But the main issue in 
Senate was again capital gains. A cut in 
tax rate failed to win the three-fifths maj 
ity that Senate rules require. So support 
of the tax cut grudgingly agreed to de 
vote on this tax cut, in exchange for : 
ping out all the House's other good 
too. For giving his go-ahead to thi 
sion, President Bush has been pillori 
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the right wing, some of whom put forward 
the bizarre theory that his timidity over cap- 
ital gains was responsible for the stockmark- 
et slump on October 13th. 

The early signs are that the House is un- 
willing to give up all its extraneous 
measures—despite what these would do to 
the deficit. Congress is not legally bound to 
reach the Gramm-Rudman target: in theory 


it could repeal the Gramm-Rudman cuts 


without substituting any alternative savings 


at all. Political prudence dictates that it 


should get reasonably close. 

How long has Congress got to play these 
games? The conventional wisdom is that the 
Gramm-Rudman cuts will have little impact 
beyond a few bureaucratic lay-offs and some 
deferred purchases for several weeks. Mr 
Darman has said that he will apply the rules 
more rigorously than in 1987, when the 


budget debate dragged on until the end of 


December. But there is little reason to look 
for faster progress now. The administration 
is due to present its 1991 budget on January 
8th and, by Mr Darman's optimistic reckon- 
ing, cuts of around $30 billion will be 
needed to reach the 1991 Gramm-Rudman 
deficit target of $64 billion; on the Congres- 
sional Budget Office's estimates, the re- 


quired cuts could be $60 billion. 


Jur 


Faced with this awful prospect, some 
budgeteers are considering scrapping the 
1990 reconciliation bill and simply letting 
the Gramm-Rudman cuts do their work. Mr 
Darman himself has suggested this, partly to 
strengthen his bargaining position with 
Congress. Leaving the cuts in place would 
cause some pain, especially to agencies such 
as the FBI which spend a large proportion of 
their budgets on salaries. But it would have 
several advantages. It would impose genuine 
spending cuts rather than the payday 
switches and other fiddles that disfigure 
both the House and Senate bills. And in so 
doing it would reduce the projected deficit 
for 1991. 

It might also be a useful dress-rehearsal 
for next autumn. At this stage, Democratic 
leaders are saying that they will not negoti- 





ate on another bipartisan budget agree- 
ment. And seeing what happened to the 
agreement this year, that might be a sensible 
decision. 

As Mr Bush shows no sign of breaking 
his pledge to impose no new taxes, almost 
the only strategy left is to hope that the 
economy continues to grow, slowly bringing 
the federal deficit down as a proportion of 
GDP, and let Gramm-Rudman cuts nibble 
away a bit further—though with plenty of 
fiddles to minimise their impact. This is not 
good government. It fails to address wider 
issues: raising the level of savings and reduc- 
ing the trade deficit (which reached $11 bil- 
lion for the month of August alone). lt is a 
strategy that would fall apart if the economy 
went into recession. But a combination of 
timidity and naive economic optimism is be- 
coming a hallmark of the Bush 
administration. 





Abortion 
What can a poor 
politician do? 


TALLAHASSEE AND WASHINGTON, DC 


O LONGER can there be any doubt 

that abortion is hurting Republicans 
and the pain has reached the president. On 
October 17th he decided to veto the Health 
and Human Services appropriations bill be- 
cause of its leniency towards abortion. Con- 
gress had suddenly reversed its long-held po- 
sition on a single tiny sub-issue: whether to 
allow federal money to be used for abortions 
in cases where the woman had been made 
pregnant by rape or incest. Mr Bush's posi- 
tion, captured on television during last 
year's campaign, was unambiguous: he 
thinks abortion should be legal in such 
cases, but federal money should not be used. 
Congress no longer agrees. 

This leaves Mr Bush open to the charge 
that he does not mind if rich people who can 
afford their own abortions have them after 
rape or incest, but he wants to stop poor 
people who cannot afford them. Mr Bush 
justified his veto by arguing that he fears 
rape and incest will become excuses for 
women seeking abortions for more frivolous 
reasons. And he argued that it was wrong to 
"compound a violent act by the taking of an 
unborn life." He had sought in vain a com- 
promise with Congress that would allow 
him to avoid a public veto while not offend- 
ing the anti-abortion conservatives who 
have such influence in the Republican 
party. They have long distrusted him for his 
sudden conversion to their cause as part of 
the price for becoming Ronald Reagan's 
vice-president in 1980. 

So long as the law was not on their side, 
"pro-ife" lobbyists—railing against the 


murder of foetuses—could help elect those, 
mainly Republicans, who espoused their 
cause; most people who voted according to 
the candidates’ views on abortion were 
against it. But since the Supreme Court de- 
livered the issue back to the politicians on 
July 3rd by ruling in Webster v Reproductive 
Health Services that states could pass laws 
restricting abortion, the silent majority 
which opposes restrictions on abortion has 
woken up. And the pro-lifers have become 
millstones around the party's neck. 

Nowhere was this more evident than in 
Florida earlier this month. Immediately af- 
ter the Supreme Court’s decision, Governor 
Bob Martinez of Florida seized the 
initiative—and the national spotlight—by 
calling Florida’s legislators to a special ses- 
sion for the sole purpose of restricting abor- 
tion. "Pro-choice" forces feared the worst: 
Florida, like Missouri, whence the Webster 
case emanated, was regarded as a conserva 
tive state led by conservative politicians. Ir 
the moss-draped streets of Tallahassee dem- 
onstrators from both sides—the pro-life 
forces decked in red and white, the pro- 
choice ones in solid white—marched and 
chanted and prayed and descended like lo- 
custs ón any legislator luckless enough to ap- 
pear in one of the capitol's hallways. 

Yet, within 27 hours of starting the de- 
bate, the Florida legislature buried all four of 
Mr Martinez’s proposals to restrict abor- 
tion: a ban on abortions after 20 weeks; a 
ban on abortions in hospitals that accept 
state money, even for other procedures; a 
seven-day waiting period during which the 
pregnant woman would be informed about 
foetal development; and, most controversial 
of all, a vaguely defined set of regulations af- 
fecting abortion clinics that might have had 
the effect of putting them out of business. 

Mr Martinez summoned the session to 





Silent majority finds its voice 
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Exchange of ideas, that is. - 
Because as you can see from the list 
below, there's going to be a great deal happen- 


~ ing in Singapore over the next couple of years 

Whether your interests lie in electronic: 

| B B e es engineering, communications or psychology 

: " : there are seminars, exhibitions and conferences 
which involve you. They mean a chance to 


; xehan es listen to top speakers and to discuss the lates 
developments in your field. E 
And when the thinking is over for the 
|. day, there's an exciting programme of enter- 
een in tainment in store. From luxurious hotels and 
3 thrilling sights, to unlimited shopping and 
a a variety of splendid restaurants, Singapore 
bad offers all the best of exotic Asia. 
Singapore. pic 
L4 professional interest, 
some of the best 


conferences in the 
world. 


| CONFERENCES 1989/1990 © 26-29 Sept 1990 D) 23-28 Oct 1990 
| eae Re ae a E International Procurement 90 Singapore International Fair 90 " 
(J 4-8 Dec 1989 Conference & Exhibition Ul 5-11 Nov1990 
South-East Asian Regional (INPRO) TA ANOY , 
Computer Confederation ——— Singapore International Motor 
Conference Cl 17-21 Oct 1990 Show 90 


Second International Design 


ay - : Singapore Convention Bureau 
ee ava 0 Forum Singapore Tourist Promotion Board. 


CommunicAsia 90 Conference Suite 1402. Century Square, 
.& Exhibition 1-13 D'Aguilar Street, 
EXHIBITIONS 1989/1990 Central, Hong Kong, 


Jg 
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29 May - 1 Jun 1990 g 10 Dec 1989 Please send me: : 
Infotech Asia 90 Conference & T id f O more information about Conferences 
Exhibition Singapore Informatics 89 & Exhibitions indicated d 
Se er 14-18 Feb 1990 Di the Singapore Convention Exhibition * 
-28 Jul 1990 x e Calendar | 
d Asian Aerospace 90 
Exhibition, Airshow & 
Conference Tide: 
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` 6th International Federation of Name: 
Purchasing & Materials 
Management (IFPMM) Asia 


Pacific Regional Conference 3-6 Apr 1990 Organisation: 


s Asia 9 ine. 
21-24 Aug 1990 Food & Hotel Asia 90 Address: 
Seafood Asia 1990 Conference 21-29 Jul 1990 
& Exhibition Asia Pacific Furniture Fair 90 
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CONVENTION CITY 


SINGAPOR 


Where the world comes together. 
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AIRBUS MAKES ENGINEERING 
WORK FOR FINANCIA 








The goal behind the design ¢ 


all Airbus aircraft is an improve 


return on investment for airlines 


This means Increasin 
durability ^ and reliability, whi 
keeping operating, maintenance an 
seat-mile costs to a minimum 


This is achieved by the ws 


of 


advanced, immensely strong 
lightweight materials; new system 
such as  'fly-by-computer whic 
save weight and simplii 
naintenance; and the application ¢ 
advanced aerodynamics to improv 


fuel efficiency. 


The freight holds have bee 
designed for use with standar 
cargo containers and groun 
equipment that speed  turnaroun 
and handling. Most important, | 
the search for maximum  efficiena 
the Airbus family of aircraft 
designed with a high degree ¢ 
commonality built-in to the enti 


product range 


The Airbus approach show 


up most strongly in the bottom line 


All these and many othe 


features offer airlines Increase 


profitability and add up to a bette 
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return on investment. 


Music To Your Ears. 


International business travel sounds glamorous. But you, of course, know it's exhaust- 
ing. Maybe that's why so many of our guests return to the Jianguo. It's a tradition — just 
like our Sunday concerts. 

Everything about the Jianguo is special — from our unique water garden to our cating 
service. We have only one standard in all things .. - excellence. 

Excellence has always been a Jianguo tradition. 


CA 
D4 swiss-bdnord ' BEIJING 


Management & Marketing Consultants 
For reservations Please contact: Jianguo Hotel Beijing Tel: (86}1-6002233: Telex: 22439 JGHBJ CN Fax: (86)1-5002871, Swiss-Belhote! Management, Tel: (852)5-8681221, 
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World Financial Markets at the 
Crossroads 1990-2000 





Queen Elizabeth Il (bilson Centre, London, November 16, 1989 


A joint conference organised by The Economist, the New York Stock Exchange and the CBI. 

The conference will examine prospects for the world economy over the next decade and the 
likely changes in the balance of global financial power during that period. ‘Top representatives 
of industry, commerce and key financial markets will explore, from their own perspectives, how 
financial markets, and their relationships with user groups, will develop. The day will conclude 
with a discussion on the future role of the world stock exchanges and how current and future 
developments will affect them. 


For full details please complete the form below and return it to Christine Durkin, The Economist CBI 
Conference Unit, 25 St James's Street, London SWIA 1HG. Tel: 01-839 7000 , Fax: 01-839 2968/9 confer 


Surname First Name....ccccceccsscssscssesersssesssescssecsessesesaeeseans Mr/Mrs/Ms/Dr 
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his growing: reputation as an inept 
eader. It had the opposite effect. Although 
olls showed that people found little fault 
with each separate proposal, Mr Martinez 
| badly misjudged public reaction to swallow- 
ing the package as a whole. His humiliation 
is now complete. A majority of Republican 
legislators abandoned him. He faces a tough 
reelection battle next year, first against a 
pro-choice Republican, and then against the 
winner of the Democratic primary. One of 
the Democratic candidates is Representative 
. Bill Nelson, who was one of the 26 congress- 
men to switch to the pro-choice position on 
the bill Mr Bush vetoed. 
Mr Kevin Phillips, a well-known conser- 
. vative political analyst, called the Florida de- 
~ bacle "a clear shot across the bows of con- 
servatives who thought right-to-life would 

be an automatic ticket to successful poli- 

-. tics." Miss Kate Michelman, president of 
the. National Abortion Rights Action 
- eague, declared after the congressional 

“vote that her side had regained the offensive 
from the pro-lifers, whom she called “a small 
minority whose electoral bite does not 
match their bark.” 

Miss Michelman was able to demon- 
strate her new power on October 17th when 
she revealed that Connecticut's governor, 
Mr William O'Neill, had been removed 
from her hit-list, announced only three days 
earlier, of nine politicians designated for 
toppling. Mr O'Neill, she said, had assured 
her he was planning no anti-abortion legisla- 
tion. These are exactly the bullying tactics 
that used to work so well for pro-life forces 
before Webster. 

The retreat was being sounded by ner- 
vous politicians on all sides. In Illinois the 
state House of Representatives voted on Oc- 
tober 17th to block consideration of a bill 
that would have given the state similar laws 
to those in Missouri upheld by the Supreme 
Court in Webster. The Illinois attorney-gen- 

. ral, Mr Neil Hartigan, a Democrat, began 
` to seek a settlement in a case due to be heard 
by the Supreme Court next month rather 
than jeopardise his campaign for governor 
by arguing against abortion in the court. 
The case, Turnock v Ragsdale, is the one 
most likely to result in the overturning of 
© Roe v Wade, the 1973 decision that made 
most anti-abortion laws illegal. 

Pro-lifers prepared to admit they are los- 
ing the political argument are rare. One is 
the outgoing surgeon-general, Dr Everett 
Koop, who says that since nearly two de- 
cades of debate have not changed public 
opinion-—some 55-60% of people continue 
to tell opinion pollsters they oppose more 
restrictions on abortion—the pro-life move- 
ment should redirect its energies into urging 
more contraception if it wants to stop un- 
"wanted pregnancies. But quite a few pro-lif- 
er$ argue that contraception too can be a 
form of murder. 
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Drugs 
Follow the money 


WASHINGTON, DC 


Hats failed to stem the drug trade at 
the level of either supply or demand, a 
growing number of Americans are suggest- 
ing that it should be attacked where it sur- 
faces into the economy: where profits are de- 
posited and spent. What distinguishes drug 
dealers from most other tradesmen is that 
they handle huge volumes of cash. About 
$110 billion of drug money is laundered 
through American banks each year. 

+ Life is already fairly awkward for the av- 
erage drug billionaire. If he deposits his cash 
in a bank in sums greater than $10,000, the 
transaction will be reported to the authori- 
ties. So he either deposits it abroad, breaks 
it up into $9,999 chunks and gets minions 
known as "smurfs" to go around buying 





cashier’s cheques (bank drafts) to give to 
him, or uses some underground banking 
network—such as an efficient Chinese one 
that handles much heroin money. 

An increasingly popular option, accord- 
ing to a report by the Drug Enforcement 
Administration and the Royal Canadian 
Mounted Police, is to cross the border to 
Canada, which has no reporting require- 
ments for large cash deposits. London, too, 
is a favourite transit point for drug money: 
the FBI is investigating one man who is al- 
leged to have laundered more than $800m 
through the city. 

America would like this to change. Last 
year’s drug bill required the Treasury to ex- 
tend to foreign banks that accept dollars 
some of the conditions that are required of 
domestic banks. The Treasury, somewhat 
reluctantly, has begun to negotiate this with 
foreign governments, but it is not making 
much headway. Foreign bankers interpret 
the new law to mean that cash deposits of 
more than $10,000 must be reported to the 










American government (as dor 
must do) and see this as a gross intrusi 
territorial rights. 

The author of the requirement 
John Kerry, says this is not so. Ti 
any dollar deposit a bank already m 
it through a clearing-house in the 
States. Non-cash transactions would 
affected; only the much smaller cash de 
its. And, he notes, the law says fot 
banks do not have to report the tr 
tions, but simply have to record thi 
that investigators can ask for them Ww 
they have a case to make. : 

Tracking drug money is already a p: 
work headache. Nearly $250 billion in 
deposits of over $10, 00 were repot 
1988, six times as much as in 1984. 
gators of money-launderers cannot ke 
by the time they get through the pap 
trail has long gone cold. And their wo 
is about to increase. As part of the pi 
dent's drug strategy, the Treasury he 
ated a "financial crimes enforcemen: 
work" to track all suspicious transacti 
will also require American banks t 
records not only of cash deposits bu 
wire transfers. 

There are plenty of proposals 
ways of tracking down drug mi 
Kerry suggests adding a bar.cod. 
ones found on supermarket: prod 
the serial number that is pid on 
Mr Donald Regan, the former treasu 
retary and White House chief of sta 
gested last month that a simple way to 
or impoverish many drug millionaires 
be to replace, with only a few weeks’ no 
all $50 and $100 bills with different-loo! 
ones. 

People holding large bills would ha 
rush to banks to change them, 
would expose large cash fortunes, Suc 
bills are uncommon in non-drug lif 
according to official statistics, the cash | 
carried about in America amounts.to : 
per head, about half of it in $100 bill 
indicates just how much drug moi 
sloshing around in suitcases. 

But why stop there? A Mr Paul 
of Palm Beach wrote to the New. 
Times proposing the abolition of all 
money. Loan-sharking and kidnappi 
well as drug-dealing, would be ma 
difficult. And for those who prefer 
Cola to cocaine, coins would remain. 



















































Death penalty 


Chop chop 


IVILITY has long marked the relatio 
between the chief justices. of the 
preme Court and the senior federal judi 
on the Judicial Conference, the polic 
ing arm of the federal judicial syst 
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A grim wait for a grimmer end 


civility has come perilously close to breaking 
down over the determination of Chief Jus- 
tice William Rehnquist to push for a law lim- 
iting the rights of convicted murderers to 
appeal against the death sentence. 

These rights of appeal enable con- 
demned prisoners to escape execution (the 
appeals succeed in about 40% of cases) or at 
least to delay it for many years: the average 
delay is about seven years. There are cur- 
rently 2,200 death-row inmates, but only 
118 people have been executed since the Su- 
preme Court permitted the resumption of 
capital punishment in 1976. Mr Rehnquist 
has long argued that the process should be 
quicker. Last year he created a committee, 
headed by a former Supreme Court justice, 
Mr Lewis Powell, to recommend changes. 

The committee delivered its proposals 
to Mr Rehnquist late last month, with Mr 
Powell explaining that the goal was to re- 
duce "unnecessary" delays in carrying out 
the death penalty. Condemned prisoners 
would, under normal circumstances, be al- 
lowed just one appeal to the state courts; if 
that failed, they would be allowed one ap- 
peal to the federal courts but it would have 
to be filed within six months. The 36 states 
that have the death penalty could all use the 
new streamlined process so long as they pro- 
vided adequate legal aid. Mr Powell added a 
personal comment: "If we cannot make it 
work, we should abolish capital punish- 
ment” and confided that if he were a state 
legislator he would vote against the death 
sentence "since it has not so far deterred 
murder and creates so many collateral 
problems". 

In the normal course, the chief justice 
would have submitted these proposals to the 
Judicial Conference, of which he is titular 
head (and which was not represented on the 
Powell committee). But the conference 
judges decided, by a large majority vote, to 
ignore Mr Rehnquist's request for immedi- 
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ate action and not to consider the recom- 
mendations until their next scheduled meet- 
ing in March 1990. Mr Rehnquist, not 
prepared to wait so long, then sent the pro- 
posals directly to the judiciary committees of 
the Senate and House of Representatives. 
The fat was in the fire. Fourteen of the 


conference's 27 members sent an unprece- 
dented letter to the congressional commit- 
tees politely challenging the right of the 
chief justice to speak for the federal judi- 
ciary, and suggesting that the committees 
should delay any action until they have 
heard the views of the country’s senior fed- 
eral judges. Not to be deterred, Mr Rehn- 
quist on October 12th renewed his request 
to Congress to act as soon as possible on the 
Powell proposals. Under a clause in last 
year's anti-drug law, the Senate (though not 
the House) has bound itself to an acceler- 
ated timetable if it receives a formal "trans 
mittal” of proposals on limiting death-pen- 
alty appeals from the chief justice. 

The move to speedier execution may be 
led by President Bush. According to officials 
in the Department of Justice, the president 
may ask Congress to permit the execution of 
so-called drug “kingpins” even if they have 
not been involved in a killing. This would E 
the latest of several proposals to authoris 
the death penalty for federal—as opposed to 
state—crimes. One, which would resurrect 
the death penalty for first-degree murders 
committed within federal jurisdictions, sin- 
gles out American Indians since so many 
still live on reservations. 
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Marching to educate 


SAN FRANCISCO 


S CALIFORNIA prepares for its first 
execution in 22 years, opponents of 
the death penalty have launched a cam- 
paign to try to turn public opinion 
around. This will not be easy. A public 
opinion poll has shown that 83% of Cali- 
fornians favour the death penalty (com- 
pared with 79% of all Americans). Three 
years ago, when capital punishment was 
the central political issue in California’s 
elections, voters threw out the Supreme 
Court justices who were deemed to be 
blocking the return of the gas chamber. 
Clergymen, lawyers, civil-rights activ- 
ists and other abolitionists set off from 
Sacramento, the state capital, on Octo- 
ber 13th on a protest-march that was due 
to end—at least until the San Francisco 
earthquake—on October 22nd, in a vigil 
outside the gates of San Quentin. Inside 
the prison, 239 condemned people wait 
on death row. According to the state at- 
torney-general, one of these condemned 
men, Mr Robert Harris, is coming to the 
end of his appeal process and will soon 
be executed. In 1979 Mr Harris mur- 
dered two teenagers whose car he wanted 
for an armed robbery. His lawyer still has 
some delaying measures in mind, includ- 
ing a fresh appeal to the United States 
Supreme Court. 


The abolitionists see their current 
demonstration, which took two years to 
plan, as the start of a long educative pro- 
cess. The man who did most to bring it to 
fruition is the Rev Joe Doss, an Episco- 
palian rector and lawyer who repre- 
sented several condemned men in Louisi- 
ana where he used to live. The fight 
against capital punishment, says Mr 
Doss “‘is the strongest ecumenical bond 
among all faiths”. Amnesty Interna- 
tional, the American Civil Liberties 
Union and the National Association for 
the Advancement of Coloured People 
are all central to the campaign. And, this 
being California, a galaxy of stars gave 
the affair a touch of glamour. 

"We are convinced", says Mr Doss, 
“that if people understand the facts they 
will see that capital punishment is 
counter-productive. It will take a while. 
But the public is smarter than the politi- 
cians." That must be the abolitionists' 
hope. The politicians, reading the polls, 
are nearly all of one mind. Almost all che 
candidates campaigning for California's 
elections next year have spoken out in fa- 
vour of the gas chamber. Only one 
elected official, state Senator Diane Wat- 
son of Los Angeles, has bravely joined 
the abolitionists. 
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Free at last, free at last—thank 
God almighty, but it's just a start 


FROM OUR SOUTH AFRICA CORRESPONDENT 


Sisulu welcomed hon 


RESIDENT F.W. DE KLERK sees him- 
self walking a dangerous tightrope. Di- 
saster lies on either side: isolation and con- 
frontation to the right, anarchy to the left. 
To fend off vertigo, he may recite from time 
to time an aphorism coined by the Afrika- 
er Broederbond, the secret brotherhood to 
‘hich he and his closest advisers belong: 
"The greatest risk is not taking any risk." 

He took a few daring steps along the 
tightrope on October 15th, when he or- 
dered the release of eight black political pris- 
oners, all dedicated opponents of the gov- 
ernment. Seven were stalwarts of the 
outlawed African National Congress; the 
exception was Mr Jafta Masemola, a mem- 
ber of the rival Pan-Africanist Congress. 
Their chief spokesman was Mr Walter 
Sisulu, a former secretary-general of the ANC 
who now ranks second in its organisation 
within South Africa. His leader, Mr Nelson 
Mandela, remained a prisoner in a bunga- 
low on prison land near Paarl. 

By nightfall on October 15th all seven 
ANC men were in Soweto, the vast complex 
of housing estates whence Johannesburg 
draws much of its labour. Their welcome- 
home rally in the Holy Cross church was 
packed with at least 2,000 chanting support- 
ers under a huge ANC banner. It marked the 
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public rebirth of the organisation, which re- 
mains formally proscribed. 

Two days later Mr Gerrit Viljoen, who 
as minister of constitutional development 
has the job of dealing with black leaders, 
spoke approvingly of Mr Sisulu and his col- 
leagues of the internal ANC. They had been 
“very reasonable and balanced” he said, sig- 
nalling his willingness to discuss their pre- 
conditions for negotiations. The minister 
added: "We are not exclusive. We are trying 
to include as many people as possible." He 
went on to refer to the possibility of lifting 
the ban on the ANC; that would depend on 
whether its de facto re-emergence proceeded 
peacefully. 

Mr Viljoen seemed to indicate that the 
government had expected the freed leaders 
to re-establish the ANC as a public organisa- 
tion. He implied that the government's aim 
was to negotiate a peaceful settlement of the 
guerrilla war that started in 1961, when the 
congress set up an underground "army" 
and launched its armed struggle. The South 
African foreign ministry had already pub- 
lished an advertisement looking forward to 
negotiations with "credible leaders". lt 
spoke of lifting the state of emergency and 
recognising that "organisations such as the 
ANC” have a role to play in politics. 





The big risk the government ran was 
that the old men's release would lead to vio- 
lence. To avoid it, ministers sought Mr 
Mandela's help to ensure the peaceful “re 
integration"—Mtr Viljoen's term—of the 
leaders, and hence of the ANC, into normal 
politics. Mr Viljoen and Mr Kobie Coetsee, - 
the minister of justice and prisons, had vis- 
ited their eminent prisoner before the presi- - 
dent's announcement that the eight would 
be released. Mr Mandela had made his own 
views publicly clear as early as July 12th, 
when he said: “I would like to contribute to 
the creation of a climate which would pro- 
mote peace in South Africa." He had said j| 
much the same from the dock in 1964, E E 
fore they locked him up. 

The government now seems to reckon Ai j 
realistically, that its critics must be allowed 
to organise their own people's affairs if they 
are to do business in an orderly fashion. — 
They therefore cleared the way for Mr 
Mandela to see both his fellow-prisoners 
and a delegation from the "mass democratic 
movement" (the thinly disguised mouth- 
piece for the ANC in the townships) before 
the eight were let out. Subsequent behav- 
iour—restraint from the ex-prisoners, disci- 
pline from the mass democrats—suggests 
that Mr Mandela wants his release to be well 
planned on all sides, so that his party can 
assert authority over its huge and often vola- 
tile township constituency. 

Soon after his release Mr Sisulu dei 
clared: "It is the duty of the leadership to 
continue the pressure for freedom . . . in an 
orderly and disciplined manner." This fits 
the government's bill, as well as the ANC's 
aim to bring Mr Mandela back into the po- 
litical arena as the head of a strong organisa- 
tion of unquestioned authority and demo- 
cratic conviction. Spokesmen will not 
confirm that the ANC has a “Mandela strat 
egy document”, but it seems probable. 

The government would clearly like to 
see the ANC behaving irreproachably before — 
starting to talk to it. Yet it would also like to 
treat the congress not as the main spokes- 1 
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man of South Africa’s black people, but as 
one of several black organisations round the 
table. Mr Mandela, however, seems to hope - 
to forge the various black organisations into 
a single negotiating block. More than three 
years ago the Commonwealth Eminent Per- 
sons’ Group noted, after talking to Mr 
Mandela: “He repeatedly stressed the im- 
portance of the unity of the whole national- 
ist movement." Nothing since then suggests 
that he has changed his mind. In a quarter 
of a century of imprisonment he has learnt 
how to make a plan and stick by it. 
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. The death list 


NE big thing had begun to change 

in South Africa even before Mr 
F.W. De Klerk took over the presidency 
in August. The government is executing 
fewer people. Between January Ist and 
October 18th there were 42 executions 
in South African prisons. In all of 1988 
they hanged 117 convicts—so this year’s 
rate is less than half last year’s. The 
courts seem to be condemning just as 
many people to death. The difference is 
that the presidential power of reprieve 
has been used 60 times this year. South 
Africa just might lose its place among the 
countries that most freely dispose of 
their citizens’ lives by execution. 








Countries carrying out more than 
50 executions Cumulative total 1985 to mid-1988 
Executions per million population 











Colombia 
On the run 


FROM OUR SPECIAL CORRESPONDENT IN BOGOTA 


ECTOR JIMENEZ was waiting on a 

street corner in Medellin for a ride to 
work when the drug-dealers’ gunman shot 
him. Court officials throughout the country 
stopped work to mourn the judge, and to 
protest against the government’s failure to 
protect them. They are in the front line of 
the war against the drug-dealers that Presi- 
dent Virgilio Barco declared on August 
20th, detaining thousands of suspects, seiz- 
ing hundreds of homes, cars and aircraft, 
and closing two small cocaine factories. The 
president acknowledges that victory is im- 
possible. Colombians wonder what next. 
— Four suspects have now been extradited 
for trial in the United States. The Colom- 
bian authorities last week captured three 
more. They say they worked for the Medel- 
lin cartel—one running its operations on 
the Caribbean coast, one in charge of the 
production and transport of cocaine in Bo- 
gota, and the third as an accountant. A clan- 
destine arsenal of dynamite was seized in Bo- 
gota. The head of the internal security 
police claims to have hit the traffickers’ in- 
frastructure hard: “Their allies are leaving 
them," he said. Flights from Bolivia and 
Peru into Colombia loaded with coca paste, 
and out to Mexico or the United States 
loaded with cocaine, are said to be much re- 
duced. 

The Colombians insist that they are in 
charge of their own anti-drugs operation. 
But they are grateful for help. The United 
States is sending helicopters, transport air- 
craft, A-37 jets and plating to armour cars. 
The British have offered a frigate from the 
Caribbean and are keen to sell bullet-proof 
vests, surveillance equipment and river 
craft. Argentina is lending helicopters and 


50 


pilots. President Mitterrand has visited Co- 
lombia and talked about French aid. 

A senior government official told The 
Economist that he hopes to make the costs 
of doing business so high that the traffickers 
reduce their operations to a minimum in the 
medium term. A West European ambassa- 
dor in Bogota talks about a generation of 
fighting and hard work. Mr Cesar Gaviria 
took over leadership of the Liberal party's 
reformist wing after the murder of Luis Car- 
los Galan on August 19th, and may well be 
the country's next president. He proposes to 
continue the current war, to form a national 
government with the Conservatives and to 
push through a law requiring suspected traf- 
fickers to prove that their money has been 
lawfully acquired. 

The killings go on. Crusading newspa- 
pers are targets, as well as judges. Last week 
two employees of the Bogota newspaper El 
Espectador were killed in Medellin on their 
way home. On September Ist the gangsters 
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blew up part of the newspaper’s head office; 
in the past three years they have killed its 
editor, its lawyer and a local correspondent. 
The present editor says nobody has re- 
signed. On October 12th a journalist from 
another newspaper was also killed in 
Medellin. 

A few politicians are talking about 
legalisation of the drugs trade. Most dismiss 
the idea as irrelevant. As long as Americans 
want to consume cocaine, and it is sold on 
American streets without much hassle from 
the police, the war will never end. The best 
that Colombia can hope is that it goes on at 
a lower and less violent level. That will re- 
quire much bravery (Colombia has a lot of 
it). If Colombia reverts to muddling 
through, the traffickers will be back in a 
trice, bribing, threatening and murdering as 
never before. Colombia’s hope is thart it will 
be possible to keep them on the run, possi- 
bly to Peru, Bolivia and Brazil. 

Mr Barco's efforts may be cleaning v 
Colombia, but they have revived the dwin- 
dling cocaine market in Miami. A kilo cost 
about $14,000 wholesale before his cam- 
paign. It now costs about $18,000. Thanks, 
say Miami's drugs retailers. 





Angola 


The stake in 
Savimbi 


E HAS talked to President Bush and 

won fresh battles in Angola's bush 
war. Mr Jonas Savimbi, leader of the rebel 
UNITA movement, feels his bargaining posi- 
tion strengthened, and is set to talk peace 
again with the government. In June, at 
Gbadolite in Zaire, the two sides seemed to 
have agreed to a ceasefire. It collapsed wit! 
in days when Mr Savimbi repudiated two c. 
ements of the package—the integration of 
his forces with the government's, and his 
“voluntary” exile for two years. 

Then as now, Zaire's President Mobutu 
Sese Seko was the accepted mediator be- 
tween the parties. Mr Savimbi now accepts 
his assurance that Angola's government has 
dropped its offensive preconditions. He be- 
lieves a new ceasefire could take effect with- 
in a month, and that the government will 
agree to the face-to-face talks that it has so 
far rejected. He is optimistic because, he 
says, the government's recent offensive, for 
which the Russians sent extra help, has 
failed to dent his military position. 

Even if a ceasefire sticks this time, the 
parties share so little common ground that 
their negotiations are bound to drag on. But 
Cuba is withdrawing its troops, South Af- 
rica is keen to show it wants peace in its re- 
gion, and the super-powers want to wash 
their hands of African conflicts. Angolans 
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avimbi just won’t go away 


can start to look beyond the negotiations to 
the prizes peace could bring. They are sub- 
stantial. 

In the tiny enclave of Cabinda the oil 
industry prospers, accounting for 90% of 
the country’s recorded exports. The rest of 


the economy has been destroyed, not only 
by 30 years of war. In colonial times, more 
than 300,000 Portuguese settlers ran practi- 
cally everything. When their government 
pulled out in 1975 they ran off, taking all 
they could carry and smashing what they 
left. Thousands of commercial farms and in- 
dustries were abandoned. The coffee and di- 
amond industries lost much of their labour 
as workers returned to their villages or fled 
to the relative security of the towns. 

Despite the war, oil production has 
more than trebled to 450,000 barrels a day 
from 130,000 in 1980. There are proven re- 
serves of more than 1.4 billion barrels and 
geologists say there is more to be found; so 
the only worry is the price of oil. Diamonds 
have done surprisingly well. Exports of them 
amounted to $15m in 1986; last year’s figure 
was $180m, and this year’s may turn out to 
be $250m. 

Manufacturing output, so far as it is re- 
corded, is running at no more than half the 
level of 1973. Commercial agriculture, on 
which three-quarters of the country’s 9.5m 
people depend, has all but collapsed. So 
long as the fighting continues, about half of 
Angola’s export revenues, forecast to be 
$2.8 billion this year, will continue to be 
spent on military imports: defence devours 





a 
Eritrea is different 


FROM OUR EAST AFRICA CORRESPONDENT 


HE soldiers morosely watching the 

road junctions and government 
buildings are Amharas, from the moun- 
tainous heart of Ethiopia. In Asmara, the 
capital of the province of Eritrea, they 
look like an army of occupation—and, 
given that Eritrea’s independence strug- 
gle is 28 years old, that is just what they 
are. Eritreans bristle at the Stalinist de- 
crees that emanate from President 
Mengistu's government in Addis Ababa, 
and complain bitterly of its ruinous at- 
tempts to impose communism. 

The World Bank reckons Ethiopia to 
be the poorest country in the world. 
Most of its provinces do not have an 
economy to ruin. Fifty years of Italian 
colonisation made Eritrea different, giv- 
ing it the infrastructure and commercial 
verve that Ethiopia still lacks. In the Eri- 
trean mountains, demoralised Ethiopian 
soldiers barely hold out against the guer- 
rillas of the Eritrean People's Liberation 
Front (EPLEF). Away from the fighting, 
Italian-style small-scale capitalism, and 
Italian-style public works, keep things 
busy. Eritrea has 696 of Ethiopia's popu- 
lation and 3096 of its industry. 

Most of it is in Asmara. The city's 
streets are broad, tree-lined and— thanks 
to hundreds of sweepers—immaculate. 














Ababa 
ETHIOPIA 20 Miles 39 


Five cinemas show the usual third-world 
martial-arts pictures, the sixth is running 
a Hitchcock retrospective. Hundreds of 
small shops and open-air trattorie, in pri- 
vate hands despite 15 years of Marxist 
rule, provide pleasure for the visitor and 
jobs for the residents. 

At weekends the tiled pavements fill 
with strollers, some heading for ginger 
sodas or strong coffees, others for shops 
filled with imports, from bicycle spares to 
stylish shoes and fancy foods. Many of 
these goods are smuggled in. Others 
come from Eritreans living overseas, 
some of whom run successful businesses 
in the Gulf states or America. Now that 
the Ethiopian government and the seces- 
sionist EPLF are talking to each other, 
some Asmarans hope that the exiles, and 
their money, will come home. If there is 
no peace, their powerful sense of being 
different will keep their sympathies on 
the side of the EPLF. ay 








THE ECONOMIST OCTOBER 21 1989 





























more than 40% of the budget. The countr 
desperately lacks managers and technicians, 
and those there are have been preoc pied 
with fighting. 

Given peace, they may soon be put to 
useful work. In 1987 President Eduardo dos 
Santos admitted that socialist economic b 
icies shared the blame for the 
plight, but his reforms have not yet achit 
much. The pace should accelerate now 
Angola has joined the International Mone- 
tary Fund and the World Bank, and w 
have access to their móney and expert 
The main western creditor nations e 
agreed to reschedule Angola’s foreign debts, 
while the planning minister has foretold a 
50% devaluation of the kwanza, which has 
been pegged at the absurd rate of 29.9 to the 
dollar since 1976. 

Few African countries are likely to a 
tract much foreign capital in the 19 90s. 
Given peace, Angola could be an exceptio 
In its much poorer counterpart, Mozam- 
bique, foreign businessmen have seen their 
chance of a profit from reconstruction. An- 
gola has abundant fertile land, a huge potei en - 
tial for hydro-electric power, and natural re 
sources of gas, diamonds, iron ore, e 
and timber, as well as oil. 

Less than one tenth of the rail system i$. 
operational, and many bridges and miles of 
roads must be rebuilt. Foreign investors a 
especially interested in the Benguela railway, — 
which used to carry 1.6m tonnes of copper — 
and other minerals a year from Zambia and 
Zaire to the port of Lobito. Mr Savimbi's fa- — 
ther was a stationmaster on the line, and it - 
runs through his people's territory; it has - 
carried no international traffic since 1982; 
In January this year, an international do- — 
nors' conference raised pledges of $90m for 
the first stage of a programme to revive the — 
"Lobito Corridor". The whole deal would: 1 
cost $575m, and promises the line's oper- i 
ators a fat profit. A lot of people outside An- 4 
gola want the war to stop. j 








A plucky little | 
gamble i 


FROM A CORRESPONDENT IN AMMAN 


ING HUSSEIN may understand inter- 

national diplomacy rather better than 
he does his own people. This would explain 
his failure to foresee their bitter reaction to — 
the hefty price rises his government an- 
nounced in April on the orders of the IMF. ' 
The riots that followed left 11 people 
swept away the king's prime minister 
boyhood friend, Mr Zaid al Rifai, and de 
the way for the first parliamentary election. 
in more than 22 years. 


Voting will be on November 8th; 652. | 
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aspiring politicians have registered to stand 
for 80 parliamentary seats. Gone are the old 
— West Bank constituencies—casualties of the 
king's bitter decision in July 1988 to cut ad- 
ministrative and legal ties with the part of 


his kingdom occupied by Israel. Retained 


are seats traditionally reserved for minor- 
ities—Christians, Circassians, Chechens 
and bedouins. 

Liberalisation has its limits. Constituen- 
cies have been fixed to discriminate against 
the cities and in favour of the villages where 
the king is best loved. Martial law remains in 
force, public meetings are forbidden. Televi- 
sion and radio may not report the contest. 
Political parties are formally banned, as they 
have been for more than 30 years. 

Candidates are getting around the re- 
strictions, and the authorities are turning a 
benevolently blind eye. All candidates are 
standing as independents, but some are 
forming themselves into lists whose political 
leanings—whether Islamic fundamentalist, 
Baathist, communist or traditionalist—are 
clear. Private clubs and professional associa- 
tions have organised vigorous debates 
among groups of aspiring parliamentarians. 
Newspapers are swollen with candidates’ ad- 
vertisements. One enterprising individual 
was handing out cassettes of speeches in 
which he had denounced Mr Rifai before 
that was the popular thing to do. 

Jordanians tired of the government's 
aloofness, its poor economic management 
and its blatant corruption have responded 
enthusiastically. More than 90% of the 1.2m 
people eligible to vote have registered to do 
So. 

King Hussein's astute handling of many 
crises over the years has earned him the 
nickname of “Plucky Little Monarch". He 
will need all his pluck now. Jordan is in a 
shaky state. The economy is weak, and will 
stay weak for years to come. Voices in Israel 
are again saying that Jordan is the logical 
place for a Palestinian state. The king is gam- 
bling that the election will help to restore 
stability. 

Long habit has given King Hussein a lik- 
ing for absolute power. Is he now ready for a 
more equal partnership with his people? 
The alacrity with which he has removed cor- 
rupt old cronies and called the election sug- 
gests that he is. But it is not conclusive 
proof. The king may be gambling that the 
best way to control the pressure for reform is 
to offer limited democracy. 

Limited it will certainly be. The king will 
continue to choose the prime minister. For- 
eign policy and security will remain royal 
preserves. Parliament may get more control 
over the economy, but it is unlikely to be 
allowed to debate sensitive subjects like the 
corruption that extends deep into the royal 
palace. This may be all the king is willing to 
offer. It may not be enough to satisfy his 
newly assertive people. 
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Grenada 


Hot spice 


FROM OUR CARIBBEAN CORRESPONDENT 


HEY are getting nervy again in Gre- 

nada. The government has no majority. 
There are half a dozen opposition parties for 
a population that, because of emigration, 
has dropped below 90,000. Parliament was 
prorogued half-way through the budget de- 
bate to prevent an expected vote of no con- 
fidence. Goodness knows who will win the 
coming election. 

For such a tiny place, Grenada has a 
stormy past. On October 19 1983 the popu- 
lar but unelected prime minister, Mr Mau- 
rice Bishop, was shot dead together with a 
crowd of supporters by his tiny People's 
Revolutionary Army. Six days later Ameri- 
can troops led an invasion of the island, and 
the Revolutionary Military Council was 
locked up to await trial. 

That sad little business excited outsid- 
ers. Grenadans have too many other crises 
to argue over. The trail of violence leads 
right back to 1951, when the young Eric 
Gairy (now Sir Eric) led a farmworkers' 
strike, set fire to some big plantations and 
won a 50% wage increase. There is no blood 
this time—nor even demonstrations on the 
sleepy streets. But there is a sense of trouble. 

Five years ago things looked sweet. In 
the election of 1984 the New National party 
of Mr Herbert Blaize, a centre-right politi- 
cian who had been chief minister in 1962- 
67, took 14 of the 15 seats. Sir Eric’s Gre- 
nada United Labour party, GULP, got just 
one seat, whose holder soon split off on his 
own. The left-wing Maurice Bishop Patriotic 
Movement got nothing. Today Mr Blaize is 
facing elections with just five parliamentary 
followers. What went wrong? 


It doesn’t look ripe for revolution 


One thing was that Mr Blaize’s New Na- 
tional party, an alliance stitched together for 
the election, began to fall apart as soon as it 
was over. Two ministers resigned in 1987, 
saying the prime minister was too auto- 
cratic. Moreover Mr Blaize, who is confined 
to a wheelchair, went frequently to the 
United States for medical treatment last 
year and could not keep a close eye on 
things at home. At the party conference in 
January his leadership was challenged by Mr 
Keith Mitchell, then the minister of works 
and public utilities—an influential post in 
the Caribbean, where every village needs a 
road, every project needs a contractor and 
every building worker votes. 

Mr Mitchell organised the conference, 
and most delegates voted for him. With the 
prime minister no longer at the head of the 
ruling party, there were storms in the cabi- 
net room. By July, Mr Blaize had ordered an 
inquiry into the ministry of works, sacked 
the minister and set up his own party with 
five still-faithful parliamentary supporters. 
He then prorogued parliament, and seemed 
to assume he could govern without it until 
next March. The opposition called in the 
lawyers, and an election now looks likely in 
December or January. 

Many people think Mr Blaize’s party 
will be lucky to win any seats, but it says it is 
confident. The New Democrats and the 
New National party say they are confident 
too. The Maurice Bishop Patriotic Move- 
ment is better at protests than at elections. 
From outside parliament looms Sir Eric 
Gairy's GULP. In the countryside he is still 
the plain man’s hero. At the last election he 
did not stand, saying he would “play dead to 
see what funeral he got”. Although his party 
won only one seat, it took 3696 of the na- 
tional vote, a decent funeral indeed. This 
time he could do well. 

Sir Eric, self-styled "Political Master”, is 
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The responsible way of i 
dramatically increasing your prospect 
for capital growth. 


There's little doubt that investors today need a well 
diversified portfolio to maximise returns. 

There's also little doubt the world's futures markets can 
significantly improve the risk/reward profileof your 
portfolio. 

Scimitar Futures Fund offers a broad spread of 
opportunities in the world's futures markets, ranging from 
financial futures to soft commodities and metals. The Fund 
provides investors with the potential to share in excellent 
profits be it in rising or falling market conditions. 


The Scimitar Futures Fund Offers Investors: 


e Proven track record 
* The benefits of investing in Futures Markets 





eLow minimum investment of US$5,000 
è Low annual charges 
è Straightforward administration and reporting 





And as you can see from our chart, our performance 
has been nothing short of dramatic. Yet the investment 
philosophy that characterises the Futures Fund is 
unashamedly cautious and calm, reasoned and responsible. 
The strategy is to contain risk whilst enhancing return. 

Then of course there's Scimitar itself. As the investment 
management division of the Standard Chartered Group, 
Scimitar is backed by all the expertise of one of the largest 
and most successful financial institutions in the world, with 
access to a global network that few fund managerscan even 
dream about. 
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The minimum investment in Scimitar Futures Fund: 
US$5,000. If you'd like more information and to receive a 
prospectus, on the basis of which alone an investment can | 
be made, simply fill in the coupon. | 

Alternatively, call in at your local Standard Chartered 
branch. They will be glad to help. 

To: Scimitar (Bermuda) Ltd., Rosebank Centre, 

PO Box HM1540, 14 Bermudiana Road, Hamilton, 
HM068, Bermuda. Telephone (809) 299 3882. 

Fax: (809) 295 6759. 

Please send me a prospectus and application form for 
the Scimitar Futures Fund. 


Name 
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i interested in flying saucers. It seems 
~ odd to think of him leading a nation—even 
a micro-state—into the 1990s. Yet other 
is politicians already talk about building coali- 


k tions with him. There is still just a chance 


that the Grenadans will vote themselves a 
Bienibi: government. 











Wildlife and development 


- Lions and lambs 


FROM OUR AFRICA CORRESPONDENT 


CROCODILES kill bathers 
and fishermen, lion and buf- 
falo haunt those who walk the 
countryside at night. All over 
Africa, wild animals make poor 
lives more miserable still. 
Crops and livestock are threat- 
ened, so children forsake 
school for guard duty in the fields. The war 
between man and beast is costly to man; if 
- there is no truce, animals will be the main 
- casualties. 

Africa's multiplying people are 
colonising the last virgin land and encroach- 
ing on the continent's vast national parks— 
which many of them regard as stolen land, 
— created at Africans’ expense by white colo- 
— nists, maintained at their expense for white 

tourists. Africa's wild animals will go the 
T way of Europe's unless their conflict with 
- man is defused. The district of Nyaminyami, 
in northern Zimbabwe, holds out hope for 
1 animals and people alike. 
A decade after independence, Zimba- 
_ bwe's countryside still divides into resplen- 
E. dent white farms and huddles of dirt-poor 
"black ones. Even by black standards, 
— Nyaminyami is wretched. The 1980s have 
- brought the first clinics, schools and solar 
It electricity, even an occasional bus. But tar 
i gives way to dust as you drive into the dis- 
i trict, and the dust turns to squelching mud 
_ during the rainy part of the year. There are 
| no resident doctors, almost no telephones. 
The district's 40,000 people force a liv- 
ing out of five-hectare family plots. Where 
_ there is standing water, tsetse flies kill the 
| oxen, so the soil is tilled by hand. Each plot 


NYAMINYAMI 


he 


yields just three or four harvests before it 
gets tired and the farmer, if he is not tired 
l out too, clears a new patch in the bush. 
There are no lorries to carry off the timber, 
| so the trees are burnt down, leaving a sad 
charred circle and a sickly smell. Intensive 
— farming is destroying the land and its peo- 
ple's future, as well as the habitat on which 
wild animals depend. To break the cycle, an 
alternative to farming must be found. That 
is where the animals can help. 

A year ago Nyaminyami became one of 
two districts in Zimbabwe to acquire the 
right to manage its animals. Until then, 
wildlife was the responsibility of the central 
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Cute But when they get hungry they eat poor people 


government, which culled surplus beasts, 
fought the poachers, and took the profits 
from licences sold to safari hunters, croco- 
dile farmers and the district's luxury hotel. 
This money was supposed to be spent on lo- 
cal development. In practice half stayed in 
the capital. This year Nyaminyami is taking 
both responsibility and profits itself. 

In all, the district council expects to get 
2$500,000 ($220,000) from its wildlife this 
year; it could be earning more than twice 
that in five years. Tourist-hunters pay their 
professional companions $650 a day plus a 
fat fee for each animal they kill, depending 
on the species; less ambitious visitors pay 
2$175 a day for reading Hemingway novels 
by the pool of the Bumi Hills hotel. The 
crocodile farm sends skins to France; meat 
from the tails stands in for shrimp in the res- 
taurants of nearby towns. 

When animal numbers threaten their 
environment, culling benefits the district 
too. On a moonless night this month, 1,000 
impala were hunted down by spotlight; 
armed with scales and cash boxes, the coun- 
cillors then sold the meat to their constitu- 
ents at Z$1 per kilogram. Unlike sermons on 
soil conservation, this sort of greenery yields 
quick profits and square meals. Locals are 
starting to regard animals as useful. The 
council even hopes to persuade its people to 
leave space for animals by moving to bigger, 
denser villages, rather than burning new 
clearings every few years. 

The experiment promises more than 
meat and money. Ten years after indepen- 
dence, black and white farmers hardly meet. 
As other black districts follow Nyaminyami, 
they are likely to seek advice from white 
farmers who have a decade's experience in 
making wildlife pay. The whites, for their 
part, are coming to see good reason to help 
their poor black neighbours, who will poach 
their wildlife otherwise. Some enthusiastic 


Zimbabweans predict joint ventures be- 
tween white and black neighbours, offering 
a wider variety of game to hunters and pho- 
tographers. Other forms of co-operation 
might follow: roads, irrigation schemes, 
some fencing. 

Wildlife may also breathe life into local 
government. At independence Zimbabwe's 
government declared it would give back to 
the villages the autonomy that the white 
government had squashed. Elected district 
councils have been established, and the gov- 
ernment urges them to take the initiative in 
bettering their voters' lives. But like most 
governments, Zimbabwe's has attended 
most keenly to the towns. Subsistence farm- 
ers are too poor to tax, so district councils 
depend on subsidies from the central gov- 
ernment. They have not had enough. 

The central government's represen- 
tative in Nyaminyami has trucks, telephone 
and short-wave radios at his disposal. Tt.. 
elected leader of the council is formally his 
senior, but most vehicles cannot reach his 
village. A favoured way of finding him is to 
shout across the valley from another village 
near the road. Important men in 
Nyaminyami are difficult to track down be- 
cause most have wives in several different 
villages. Wildlife profits could make district 
independence real. 

No wild species, they say, is in danger of 
extinction in Zimbabwe. Devolving respon- 
sibility for wildlife should improve the coun- 
try's conservation effort further still. It is 
hardly surprising that the country hates the 
rich world’s ban on ivory sales, which would 
block off some Z$40m-worth of exports a 
year. The ban is in any case unlikely to work. 
One local ivory carver says that, since Amer- 
ica and Britain banned imports in June, he 
has received more orders from those coun- 
tries than ever before. 

a 
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Living or working abroad you will no doubt enjoy many benefits, 

Of course there svill be a few things you'll miss from back home and 
some of these will be to your advantage. 

Like tax returns, wet summers, worse winters, rail strikes, traffic jams, 
heavy fuel bills and nor least of all — tax liabilities on interest earned from 


your hard won savings. 


Offshore investment means more. , 

lt is in this area that the real advantage of residing abroad becomes 
apparent and you can win hands down by investing your savings with the. 
offshore arm of a major British bank ~ Barclays. ; 

Barclays International Funds are available from Jersey in the Channel 
Islands — widely recognised as a leading international offshore financial 
centre. The investment advisors are Barclays de Zoete Wedd Investment 
Management Limited, one of the world's most respected. investment 
houses. 

Choice and flexibility. 

The Funds are open ended, there's a choice of 17 in all, covering 
equities around the globe, major currencies, gilts and fixed interest stocks 
and are designed to provide you with income, capital growth or both 

Any combination of Funds can be selected and you can switch at any 
time to take advantage of currency gains or market fluctuations. 

You can start with just £1,000 or US$1,500 although we do offer: 
special privileges to accompany investments of £50,000 or US$100,000 or 
more. 

Whatever the size of your investment, whichever Fund or Funds you 
choose you can rest assured that with Barclays in Jersey your savings are in 
the safest offshore harbour. 

If you would like full details of all Barclays International Funds and 
our special Cunard Holiday Offer please return the coupon to: 

Richard Roberts, Barclays International Funds, 

P.O. Box 152, Rue des Mielles, St. Helier, Jersey, Channel Islands. 

Or telephone 0534 67888 





Please send me full details and brochure absolutely free and without 


obligation on my part. 
I am considering investing a sum of 


Name 22. 


Address |... 


SEND TO RICHARD ROBERTS, 
BARCLAYS INTERNATIONAL FUNDS, 
DEPT 1 ELW, PO BOX 152. 
RUE DES MIELLES ST HELIER. 
PERSEY. (dE TEL. t5 142 a Pees 

























The introduction of new technology, along with- 
stomer demand for more sophisticated information 


agement services, is breaking down barriers and moving 


Cc" The borders of 
nformation management 
are disappearing, 


It's a language Bell Atlantic and its European 




















bsidiaries understand very well. 
Through Bell Atlantic International we're 
pporting worldwide advances in telecommunica- 
jns with software and systems integration 


lutions, from value-added services to 


Through Bell Atlantic's Sorbus 
Eurotech companies, were maintaining 
mputer and data communications equipment i 
istributing high quality communications products 
d developing value-added services. 

And Bell Atlantic Financial offers a range 
computer leasing and related services 

Today, Bell Adantic is serving Europe from 
er 50 locations. To see how 
we can work with you 
morrow, contact us by tele- 
ax in France on O1-4270- 
809, in Germany on 
01-211-139-0837, in kaly 
on. 02-825-4368 and in 





e United Kingdom on 
1-783 0135. 
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Were More Than Just Talk. 


DATA COMMUNICATIONS m" TELÉCOMMUORICATIONS SPSTEMS INTEGRATION CELLULAR COMMUNICATIONS 6 COMPUTER MAINTENANCE FINANCING à LEASING 
noood sr ae? CONSULTING SERVICES. h 
Lr C 3 
onoma i£ z E) e 
va | : 













EUROPE 


Enter a new anti-hero 


FROM OUR BONN CORRESPONDENT 


RUE to his past form, the new East Ger- 
man leader, Mr Egon Krenz, has made a 
show of wrapping his mailed fist in a velvet 
glove. No sooner had he and his Politburo 
pals dumped the previous supremo, Mr 
Erich Honecker, than Mr Krenz went on 
television to play the conciliator. With his 
oquence and aging-playboy charm, it is a 
= role Mr Krenz plays rather well—though al- 
most certainly not well enough to convince 
the hundreds of thousands of East Germans 
who have been taking to the streets to de- 
mand democratic reforms. It was these dem- 
onstrations, combined with the flood of 
mainly young refugees pouring out to the 
West, which on October 18th at last 
brought down the sick, 77-year-old Mr 
Honecker after 18 years at the top. 

In his hour-long television chat, Mr 
Krenz promised a Wende (turnaround), but 
gave no hint that the leading role of the 
communist party would be put in question. 
He pledged to carry on a dialogue, without 
promising to include East Germany's new 
reformist groups in it. And while admitting 
that he should look into why so many peo- 
ple were quitting for the West, he naturally 
avoided any suggestion that it was leaders 
like him they were trying to escape from. 

Mr Krenz has a convivial manner—in- 
leed he is rumoured to hit the bottle more 
than is strictly good for his liver. But he is a 
tough, uncompromising negotiator and his 
career has been that of an orthodox, ambi- 
tious communist. A former head of the Free 
German Youth movement, he rocketed into 
full membership of the ruling Politburo at 
the tender age of 46 (making him easily the 
stripling in that old people’s club). He got 
there so fast thanks to the backing of the 
man he has now helped to kick out, Mr 
Honecker. 

As the Politburo member responsible 
for internal security, Mr Krenz ensured (at 
least until very recently) that any unofficial 
demonstrations were quickly stifled, and 
that western journalists who tried to cover 
them were roughed up. A few weeks back, 
he was loud in praise of the brutal repression 
of student reformers in Beijing. It was he 
who supervised East Germany's local elec- 
tions earlier this year; they were widely re- 
garded as rigged. 

If anything, the new boss thus looks to 
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be more of a hardliner than the old one. 
True, Mr Honecker will be remembered not 
least as the man who supervised the building 
of the Berlin wall in 1961. He too could be 
ruthless, as he showed by toppling his own 
predecessor, Walter Ulbricht, in 1971 
(amusingly, Mr Honecker is now stepping 
down for the same official reasons of “poor 
health" used then to give Ulbricht the 
push). But in recent years he also let millions 
of East Germans make trips to the West and 
allowed tens of thousands to emigrate— 
against the opposition of those in the Polit- 
buro who argued, rightly as it turned out, 
that the policy would simply bring more un- 
rest at home. 

Small wonder that the emergence of Mr 
Krenz at the top has brought reactions rang- 
ing from deep scepticism to revulsion 
among the leaders of East Germany's re- 
formist groups. Some speculate that the new 
man will be only an interim leader, though 
that argument would have carried more 
weight if an older Politburo member had 
taken over. Mr Krenz is only 52. Others 
hope that Mr Krenz's well-proven instinct 


Egon and Erich in heartier times 


for power will force him to acknowl - 
not least with one eye on Mr Gorbachev in 
Moscow—that democratic reforms can no. 
longer be suppressed. 

For East Germany now looks quite 
ferent from the docile state of even just 
month ago. Demonstrators go on the ma 
in such huge numbers (some 120,000 
raded through Leipzig on October 16th) 
that the authoritites are no longer willing to 

























cal parties in East Germany are starting 
assert at least a bit of independence from 


the country’s press and even, incredibly, 
the hitherto neanderthal communist daily, 
Neues Deutschland. * 
Two other Politburo members were 
booted out with Mr Honecker: Mr Joachim 
Herrmann, responsible for the media, a 
Mr Günter Mittag, in charge of the econ- 
omy. Are the changes a sign that, despite ll 
awful record and his bland television 
Mr Krenz is planning broader reforms a 
all? Or are they gestures to buy time? G 
ernment officials in Bonn note that in 


acted in one of two ways: very late or 
late. They suggest that, if Mr Krenz does 
quickly prove he really is serious about re 
form, he will be overrun by events already 
hard to control. 



















European Community 
Jelo 
OM OUR BRUSSELS CORRESPONDENT 


Å YEAR ago in Bruges, Mrs Margaret 
A Thatcher raised the spectre of a "Euro- 
Dean super-state, exercising a new domi- 
nance from Brussels”. On October 17th Mr 
acques Delors, the president of the Euro- 
Commission, chose the same venue, 
he College of Europe, to say, in effect, that 
‘super-state is exactly what European his- 
ory demands, and that time to build it is 
ning out. Mrs Thatcher's speech was 

to the point, and did not look much 
d 1992. Mr Delors's was long (the text 
d 40 pages), grandiose and visionary. But 
ts underlying thesis may prove a turning 
voint of sorts, nonetheless. 





Gi wing way beyond 1992 


__ Mr Delors was consciously playing to a 

allery of historians—he mentioned the 
ord “history” more than a dozen times. He 
lakes much of this year's drama in Eastern 
Europe to strengthen his federalist case 
against Mrs Thatcher. His main point is that 
“history is speeding up, so must we." The 
European Community, he believes, should 
move faster towards integration. 

-= That means, first, hastening up moves 
tow economic and monetary union 
). Mr Delors now wants the Strasbourg 
immit in December to “take the decisions 
will enable the new treaty to be 

adopted then ratified by national parlia- 
ments before the deadline of 1992." Only a 
. month ago, Mr Delors's advisers were de- 
scribing the French desire to fix dates at 
-. Strasbourg as over-hasty. 

... Second, Mr Delors makes woolly refer- 
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rs, the history man 


ences to strengthening the Community’s in- 
stitutions. He thinks that the improvements 
made by the Single European Act since 
1987 have not left the Community efficient 
enough “to respond to the acceleration of 
history”. The implication is that the Com- 
munity should play a greater role in foreign 
policy, that the Council of Ministers should 
take more decisions by majority (rather than 
unanimous) vote and the parliament should 
get more powers. This is a hint that the com- 
ing inter-governmental conference on EMU 
should also take on board another reform of 
the Community's decision-making. 

Mr Delors's justification for speeding 
up the Community's development is that 
"history does not wait". Events in Eastern 
Europe make it necessary for the EC to 
tighten and strengthen its institutions. Oth- 
erwise, it will be unable to cope with "the 
challenges that history has recently thrown 
at us”: helping with the East's political re- 
form, its economic modernisation and, 
when the time comes, addressing the Ger- 
man question. He asserts that “the only sat- 
isfactory and acceptable response to the 
German question ... is the reinforcement 
of certain federalist traits .. . which could 
guarantee to all countries their proper exis- 
tence.” What exactly does this gobbledy- 
gook mean for the future of Germany in Eu- 
rope? Mr Delors does not explain. 

Nor is he explicit about why develop- 
ments in Eastern Europe should be linked to 
speedy Community integration, though the 
notion permeates his Bruges speech. Mr 
Delors seems to fear that a West Germany 
mesmerised by events in the East will be- 
come increasingly reluctant to proceed 
along the federalist path that he favours. For 
a federalism that included defence policy 
would make it harder, if not impossible, for 
East Germany, Austria and others to join in. 

So Mr Delors wants to hurry West Ger- 
many into a tighter Western Europe, the 
first feature of which would be EMU. Indi- 
rectly, he urges the West Germans to prove 
that they are still good Europeans. Thus he 
takes Mr Hans-Dietrich Genscher, the West 
German foreign minister, at his typically del- 
phic word: "The Germans . .. must never 
appear as an obstacle to the prosperity of 
Europe . . . [but rather] behave in a way so 
that their existence is considered a benefit 
for the whole." 

The same worries explain Mr Delors's 
insistence that desires for a wider Europe 
should be met by the creation of a "Euro- 
pean Economic Entente”, based on the twin 
pillars of the Community and the European 
Free Trade Association (EFTA). EFTA would 
have looser membership rules than the 








Community so might, he rather presumptu- 
ously implies, welcome in reforming East Eu- 
ropean states. Mr Delors is believed to be 
hostile to neutral countries—such as Aus- 
tria and maybe one day Hungary—joining 
the Community, since they would ham- 
string a future Community-wide defence 
policy. Mr Genscher, who thinks the Com- 
munity can broaden and deepen at the same 
time, would like to leave aside any disruptive 
thoughts of an EC defence policy. 

Mr Delors's pressure on West Germany 
may help him chivvy the Community for- 
ward towards monetary union, since it is the 
West Germans more than anyone else who 
will influence its outcome. With Britain hos- 
tile, and Holland and Denmark wanting to 
move slowly, Mr Delors and the gung-ho 
French can quicken the pace only if West 
Germany agrees. Senior commission offi- 
cials reckon that Mr Helmut Kohl, the West 
German chancellor, and Mr Genscher are 
amenable. But they are worried about the 
caution of Mr Karl-Otto Pöhl, the 
Bundesbank president, and of Mr Theo 
Waigel, the finance minister. 

By raising the stakes on EMU and be- 
yond, Mr Delors has ensured that the Stras- 
bourg summit at the end of this year will be 
tense. If he succeeds in bouncing the Com- 
munity another bounce towards federalism, 
his own role in history will certainly be as- 
sured. But his zeal threatens the fragile con- 
sensus among member-states that has been 
the basis of the Community's recent 
progress. 





Spain 
Cocky to a fault 


FROM OUR MADRID CORRESPONDENT 


E THE humdrum campaign for Spain’: 
general election, which everyone expects 
the ruling Socialists to win, one oddity 
stands out. The Socialists, having chosen 
when the poll should be held—on October 
29th, nine months ahead of deadline—are 
giving every sign of having been caught on 
the hop. The agenda so far has been set ei- 
ther by the opposition or by a press which is 
now uniformly critical of the government. 
They are talking about almost anything but 
Spain’s real dilemma: how to sustain rapid 
economic growth while satisfying the clam- 
our, evident in a widely supported one-day 
general strike last December, for a more 
equal distribution of its fruits. 

This question has not been entirely sub- 
merged. The programme of the biggest op- 
position party, the right-wing People’s 
party, argues that extensive privatisation 
would give the leeway for cutting tax rates, 
raising tax thresholds and reducing social- 
security contributions—all while raising 
pensions and benefits. The Socialist mani- 
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festo offers some modest changes in welfare, 
but puts its emphasis on Europe (an experi- 
enced government is needed to cut a dash 
there) and glittering infrastructure projects. 
Not suprisingly, given the widespread feel- 
ing that the ruling paty has abandoned its 
socialist principles, the pollsters detect a 
growth in support for the Communist-dom- 
inated United Left. 

But the campaign has been dominated 
by side-shows. At the previous general elec- 
tion, in 1986, the populist Democratic and 
Social Centre proposed a nine-month cut in 
military service. This time round, the Peo- 
ple’s party and the United Left leapt on the 
bandwagon. The People’s party offered a 
four-month reduction; the United Left an 
unspecified cut followed by a referendum on 
abolishing military service altogether. 
Rather than stand firm against this ploy to 
woo young voters, the Socialists have prom- 

ed a three-month reduction of their own. 

The Socialists have been rightly ham- 
mered for abusing their powers over in- 
formation. First, they faced embarrassment 
over the publicly funded Centre for Socio- 
logical Investigation (cis). Its findings are— 
or were—available only to the government, 
and its research into voting intentions, the 
press revealed, was going to be unusually in- 
tensive during the campaign. The commit- 
tee that oversees elections ordered the gov- 
ernment to make the cis's findings available 
to other parties. 

Then there is television. The national 
television monopoly is blatantly pro-govern- 
ment; at election time, it frequently catches 
opposition leaders in the most unfortunate 
poses. Criticism of bias on the box has put 
the Socialists on the defensive. Mr Alfonso 
Guerra, their deputy leader, has been telling 
voters with a straight face that the govern- 





Election fever 
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ment's reluctance to hand over the cis's 
findings was for fear of disheartening the op- 
position, and that the campaign for bal- 
anced television was a conspiracy to drive 
the ruling party underground. 

The Socialists have clearly been caught 
off guard, which adds to the suspicion that 
they have become complacent after seven 
years in office. The latest polls, taken before 
the start of the campaign, suggested that 
they were heading towards another outright 
majority. The question is whether the minor 
shocks of the campaign have made any 
difference. 
^ 





Turkey 


Putsch for the 
presidency 


FROM OUR ANKARA CORRESPONDENT 


EVER lacking in ambition, Turkey's 

prime minister, Mr Turgut Ozal, wants 
to move on to higher things. On October 
17th he announced he was a candidate for 
president in this month's election. Since the 
head of state is chosen by parliament, where 
Mr Ozal's Motherland party has an ample 
majority, he is virtually certain to win— 
though he may have to wait until the third 
ballot, on October 31st, before he can cele- 
brate the victory. 

His decision has enraged the opposition 
parties, which are accusing him of violating 
the spirit of the constitution. They argue 
that the now-tottering Motherland party 
should not impose its controversial choice; 
the president should be picked by consen- 
sus. The president possesses important re- 
sidual powers. He appoints some state offi- 
cials, university rectors and members of the 
constitutional court, and in extreme circum- 
stances has the right to dissolve parliament. 
But above all the president is seen as the 
symbol of national unity. The opposition 
says that Mr Ozal hardly measures up. The 
voters seem to agree: his rating in the opin- 
ion polls has fallen to 1396, partly because of 
his and his family's ostentatious ways. 

Mr Ozal's biggest worry, though, is not 
the fury of the opposition but the future of 
his own party after he leaves. It has been vir- 
tually a one-man show, and nobody else 
looks capable of holding its rival factions— 
western liberals, Islamic fundamentalists, 
Turkish nationalists—together for long. 
Why then is he abandoning it? 

The short answer is that he is not. It is 
an open secret that he hopes to superintend 
its affairs, discreetly, from the presidential 
palace, through proxies. He has insisted that 
he alone (not the party's executive) will de- 
cide who will succeed him as prime minister. 
The current hot tip is Mr Ekrem Pakdemirli, 
the minister of finance, a long-time crony 
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ready to act as Mr Ozal's alter ego. But Mr 
Ozal could come up with a surprise. | 
These devices may enable Mr Ozal and. 

the party to ride out the present storm. They 

may not save the Motherland party from de- - 
feat in the next general election, due by 
1992. But the prospect of being booted out 
of office was presumably part of Mr Ozal's 
decision to move upstairs to the presidency, — 
There he has job security for seven years. _ 













The farming 
fiasco 


FROM OUR WARSAW CORRESPONDENT 


F SHINY new steel mills symbolised com- 

munist Poland in the 1950s, empty meat 
shops and queues represent the nearly-post- 
communist Poland of the 1980s. The two 
pictures are not unconnected: 40 years ofin- | 
vesting in heavy industry have left Poland | 
without an agricultural infrastructure to — 
speak of. The resulting high food prices and — 
food shortages are now the main cause of 
social unrest, and farm investments have 
been the most sought-after form of western 
aid. Polish economists point out that, while 
heavy industry creaks to a halt, food produc- 
tion and exports are the country's largest — 
potential growth areas and could be made to 
turn a profit within a year. But before that 
happens, a vast web of irrationality must be 
unravelled. 

Polish farmers were largely spared the 
horrors of collectivisation in the 1950s, but 
the difficulty of buying and selling land pre- — 
vented the tiny farms of pre-war Poland - 
from growing as much as they should. Asa _ 
result, 70% of agricultural land remains in — 
private hands, but 60% of the country’s - 
2.8m private farms are smaller than five — 
hectares (12.5 acres). Laws governing land 
vary from region to region, with owners lim- 
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“ited to 50 hectares in south and central Po- 


land, 100 hectares in the north. Much pri- 
“vate land has been slowly reverting to the 
state because farmers must give up owner- 
_ ship of their land in order to receive pen- 
‘sions. They are unable to find buyers; up to 
5% of fertile land now lies uncultivated. 
Rural poverty is endemic. Some villages 


— of 500 people have no telephones; 45% of 


tural buildings lack tap water, central heat- 
ing and gas. Many villagers now commute to 
factory jobs, or send their children to them, 


— because farming alone cannot keep them 
- alive. The lack of shops in the countryside 
forces others into subsistence farming. Un- 


able to buy food, farmers must produce vir- 
tually everything themselves. 

With their long production cycles and 
need for careful planning, Polish farmers are 
suffering the most from Poland's triple-digit 
inflation. “What if today 1 sell 100 kilograms 
of potatoes, hoping to buy spare parts for 
my tractor. Then I have to wait four weeks 
for the spare parts to arrive. In the mean- 
time, the price has quadrupled. How am | 
supposed to plan anything?" complains one 
farmer from the Lublin region. Inflation 
makes it particularly unprofitable to raise 
animals. Last year farmers all over Poland 


slaughtered their sows rather than breeding 


them, because the cost of raising piglets was 
going up faster than the sale price. 


Farmers versus folly 


Beyond land and inflation, there are two big 
bottlenecks: disastrous state monopolies in 
the production of farm equipment at one 
end, and inefficient state-owned wholesalers 
and distributors at the other. The first prob- 
lem means that Polish farmers suffer from 
lack of everything: tractors, fertiliser, feed, 
even string and buckets. What is available 
reaches state farms first. Private farmers who 
try to buy feed speak of feeling like "beg- 
E ', not clients. The country's sole tractor 

ory produces only a few of the small 


tractors needed for small farms, and almost 


no spare parts. To ensure that they will al- 
ways have a running tractor or combine, 
Polish farmers need to own three or four. 
Not everybody can afford one, let alone sev- 
eral, so motorists in Poland are treated to 
the sight of peasants digging potatoes or 


- harvesting wheat by hand, just like their 


grandparents. 


At the other end of the production line, 
the problem is not capacity but inefficiency 
and corruption. Slaughterhouses that could 
butcher 1,200 hogs a day process only 50, 
but maintain the same number of employ- 


- ees. Outdated production materials push 


costs higher than they should be. Nonsensi- 
cal distribution systems ship potatoes from 
one end of Poland to the other and back 
again. Illogical regulations are everywhere— 
for example, preventing butchers from sell- 
ing hides directly to leather manufacturers. 
With a few notable exceptions, exporting is 


60 


not organised sensibly: Poland earns hard- 
currency profits from cattle sales, but does 
not necessarily reinvest the money in breed- 
ing new animals. 

To oversee the wastage, each region of 
Poland has a meat, dairy and horticultural 
monopoly, whose ruling nomenklatura can 
make trouble for new private competition. 
In the past, private food production has 
been possible only through close links with 
these firms; the half-dozen private meat pro- 
ducers in the Warsaw region are therefore 
even less friendly to newcomers than the 
state ones. Now new laws make it legal for 
anyone to set up a processing plant: a small 





































Comrades in arms 


UTSIDERS reading about the start 
of ethnic violence between Arme- 
nians and Azerbaijanis in the Soviet 
| Union’s south probably assumed that 
the troops trying to restore order were 
from the Soviet Army. They weren't; 
they belonged to the interior ministry. 
There will now be more of them: the So- 
| viet Union has announced that it will 
make a "significant increase" in the inte- 
rior ministry’s present official troop level 
of 36,000. This will only increase the be- 
wilderment of western observers trying 
to distinguish between the different 
groups patrolling the trouble spots. 

The Soviet Union has five proper 
armed forces: army, navy, air force, stra- 
tegic rocket force and the air-defence 
force. Besides these, the defence ministry 
has several organisations of "special" 
troops: for civil-defence, construction, 
logistics and road-building, for example. 
In all, the defence-ministry troops 
| amount to some 4.3m men, at least 2.7m 
| of whom are two-year conscripts. 

The KGB and the interior ministry 
have forces of their own. Between them, 
suggest some western estimates, these 
two agencies deploy as many as 570,000 
uniformed men. There are two sorts of 
KGB troops: elite units and border 
guards. The border guards patrol the 
land borders and act as coast guards; 
they also provide the hard-eyed men who 
examine passports in Soviet airports. 
The elite units perform ceremonial func- 
tions like mounting guard at the Krem- 
lin. But they do much sensitive work be- 
sides, providing protection for senior 
officials and important government 
establishments, including nuclear-weap- 
ons sites. They also send communica- 
tions detachments to armed forces’ head- 
quarters, where they seem to handle the 
| encoding and decoding of messages. 

The interior-ministry troops (which 
western experts think number far more 
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Look for the shoulder tabs 


meat factory costs less than $100,000. But 
without connections and small amounts of 
hard currency, entrepreneurs cannot obtain 
essential items like cold-storage equipment 
or lorries. Retailing is the same. One com- 
pany trying to set up à private meat shop in 
Warsaw found itself unable to get hold of 
refrigerators when the state retailers refused 
to relax their exclusive right to import them. 

At both ends of the food business, a lit- 
tle fast help from the West—one or two 
pieces of processing machinery, extra trac- 
tors—could make a big difference. Many aid 
programmes for Poland already focus on the 
food industry, and many joint-venture 





than the officially claimed 36,000) are 
something of a cross between the army 
and the police. They provide "heavy" 
law enforcement—dealing with strikes 
and riots—and supply guards for prison 
camps. Like the KGB's troops, they are 
armed mainly with light weapons and 
armoured personnel-carriers; but they 
also have shields and tear gas, especially 
useful for containing civil disturbances. 

Interior-ministry troops are mainly 
conscripts, while KGB soldiers are mostly 
volunteers. Both maintain their own 
training establishments and military 
academies. Both KGB and interior-minis- 
try troops wear uniforms that are virtu- 
ally indistinguishable from those of the 
army: the only differences are the collar 
and shoulder tabs. 
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' notable success so far has been the 
xckefeller Foundation’s small Polish pro- 
mme, which has managed to turn in a 
fit in ham exports in less than one year 
identifying shortages and 










-is no surprise that politics in the coun- 
ide is tangled. No one has tried to orga- 

the farmers properly for 45 years and 
w, with local elections looming, everyone 
nts to. The Peasants’ party (zst), linked 
the old agricultural nomenklatura, is a 
tnet in the ruling coalition, but it com- 
es directly with Rural Solidarity. Both of 
e groups, along with a handful of others, 
rying to model themselves after the pre- 
Peasants’ party (PsL). If they ever suc- 
ded:in uniting, they could be the biggest 

ical party in Poland—with the fastest- 
wing economic clout. 








SPECIAL CORRESPONDENT IN FINLAND 


CHINA he caused pandemonium. He 
as just left East Germany in turmoil. 
ht not Finland, quips a local newspaper 
oon, be a trifle worried at the prospect 
Vir Gorbachev’s three-day visit beginning 
ctober 25th? The Finns are not rushing 
t of their saunas in panic. They are too 
usy enjoying the good life. 

"They are the nouveaux riches of Europe. 
t many people have noticed this. The 5m 
nns speak softly about it, and nobody else 
derstands their odd language anyway. But 
and's GNP per head has grown by 2.8% a 
ar in the 1980s, compared with a West Eu- 
pean average of 1.6%. Finnish companies 
ve been investing furiously, and quietly 











































































FROM OUR SPECIAL CORRESPONDENT IN FINLAND 


OME what may, the Finns reckon 

the Russians will always need their 
goods. The members of the European 
Community, with which Finland does 
4496 of its trade, may not—especially 
once the post-1992 single market is in 
business. Finns do not like to talk about 
a "single market". They refer instead to 
the "European economic space" encom- 
passing the Community and the six 
countries of the European Free Trade 
Association. They use the initials “EES” 
as if they were standard Euro-jargon. 
| This is wishful thinking. 
| Unlike the Austrians, the Finns 
| reckon their neutrality rules out mem- 
bership of the Community (meaning 
Russia rules it out, so Finland does still 
have a special sort of dependence). A 
year ago they were fretting about the 
| coming Community-wide market. Now 
they seem calm. They are putting much 
| faith in talks between the EC and EFTA, 
| the next stage of which is a ministerial 





Rustling up the freelunch _ 
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meeting on December 19th. 

The prevailing view is that adjusting 
to 1992 will be relatively painless. But 
can rich Finland benefit from the great 
European market without doing its bit to 
support the EC's poorer members? And 
what if the Community gets tough in de- 
manding "reciprocal" market-opening? 
The Finns have been busily acquiring 
companies elsewhere in Europe, but 
there are big barriers to outsiders buying 
companies and, in particular, land in 
Finland. As for opening up to people, 
there are only 20,000 foreigners in Fin- 
land, despite its labour shortage. Many 
Finns prefer to keep it that way. 

"Our aim is not just to pick the best 
pieces from the table and then disappear | 

| 





without paying the bill," says Mr Antti 
Satuli, a foreign-ministry official respon- 
sible for relations with the Community. 
Yet the Finns expect at the least to enjoy 
the meal on the cheap. They could be in 
for an unFinnish shock. °° | 








buying competitors in Sweden and the Eu- 
ropean Community. There is a less comfort- 
able side to the boom—rocketing Helsinki 
property prices, inflation pushing 7%, a 
growing current-account deficit—but Finns 
are not visibly flapping. 

All this gives a new respectability to a 
once derogatory word, ‘“Finlandisation”’. 
Poles and Hungarians would happily settle 
for being "Finlandised". For Mr Gorba- 
chev, Finland's prosperity is one of the 
things that makes it such a useful neighbour. 
(Another is its neutrality: the previous visit 
of a Soviet leader was by Brezhnev in 1975 
for the signing of the 1975 Helsinki Final 
Act, and rumour has it that while there Mr 
Gorbachev might propose another Helsinki 
signing ceremony for next year if East and 
West can reach agreement on cutting non- 
nuclear forces in Europe.) With his own 
economy threatening to collapse, Mr Gor- 
bachev needs imports from Finland more 
than ever. If "Finlandisation" still implies 
dependence, Finns say slyly, you have to ask 
who is now dependent upon whom. 

Finnish-Soviet trade is conducted under 
a clearing arrangement. Russia sells mainly 
oil and gas in return for Finnish manufac- 
tured goods, and over time the books are 
supposed to balance. When the oil price 
soared in 1979, so did Soviet orders to Finn- 
ish factories, helping to shelter Finland from 
recession. But cheaper oil (and Russia's in- 
ability to find much else to sell to Finland) 
has since sent trade into a tumble. In the 
early 1980s, Russia's share of Finland's total 
trade was 2696; now it is 1396. 





Many Finns expect the 1991-95 five- 
year trade agreement which Mr Gorbachev 
will sign on his visit to be the last. Bilateral 
barter has protected Finland's share of the 
Soviet market from western competition. 
But it is being overtaken by perestroika, as 
Soviet enterprises get trading rights and the 
demand for flexibility grows. 

One example is joint ventures. Finnish 
companies have signed nearly 100 joint-ven- 
ture agreements with the Russians (only the 
West Germans have more) though only 
about one in four of these is yet active. Mos* 
are thinly capitalised ventures in tourism 
consulting, advertising and other services; 
few involve manufacturing (too risky, Finns 
reckon). The biggest joint venture yet—be- 
tween Enso-Gutzeit, a large forestry-prod- 
ucts company, and the Soviet ministry of 
forest industries—is due to have its formal 
launch during Mr Gorbachev's stay. It will 
operate completely outside the Finnish-So- 
viet clearing arrangement. 

Close contact with the Soviet Union 
makes Finns as sceptical as anybody about 
perestroika. Instead of a short helicopter 
hop across the border to their joint-venture 
sites, negotiators for the Enso deal have had 
to make 23-hour journeys via Leningrad. 
Companies send messages by courier across 
the Baltic to Estonia, where many of the 
joint ventures are based, because getting 
through by telephone takes three hours and 
letters take three weeks. The only thing that 
seems to cross the border easily is pollution 
from Soviet factories. 
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It hadn't been the easiest of assignments. But now he had the 


data and the samples he wanted, and the weather was worse- 
ning. Time to make a move. "Take me to the Hilton? A great 
place, the Hilton. He sometimes took it for granted, but that 


was a compliment. He'd never been let down yet He smiled to 





himself at the prospect of a warm welcome and a hot bath 
For the next few days, the only ice hé wanted to see would be 
in a tall glass in the lobby bar © For reservations 


at over 400 hotels, call your travel agent, any H ÎN 


Hilton hotel or Hilton Reservations Worldwide 


INTERNATIONAL 





2 THE HILTON - THE HOTEL 
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The meek 
may inherit 
the earth. 


will switch 
carriers. 
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The Dash 8 sets bold new 
standards for regional airliner 
reliability, boosting passenger 
loyalty to new heights: 
Durability. True to the de Havil- 
land tradition of robust aircraft, 
the Dash 8 easily handles the 
tough demands of a regional 
airline schedule. Its superior 
structural integrity delivers an 
economic life of 160,000 cycles. 





Moreover, since routine inspec- 
tions are required less often, 
the Dash 8 doesnt have to be 
sidelined for maintenance every 
other day or so. 

Maintainability. The Dash 8 is 
designed to make maintenance 
simple and fast. Components 
are easily accessible without 
fancy ground equipment. Most 
line-replaceable units can be 
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changed in fifteen minutes. Result: 
you can get the Dash 8 back in 
service quickly - and on schedule. 
Reliability. The Dash 8's dispatch 
reliability and schedule completion 
are in excess of 99%. You can count 
on the Dash 8 to leave on time. So 
can your passengers. Which is why 
operators and passengers return to 
the Dash 8 again and again. Which 
brings us to the bottom line: 


Profitability. The Dash 8 is easy to 
maintain, cost-efficient to operate, 
and consistently meets performance 
targets. Operators and passengers 
know they can rely on the Dash 8. 
And that's the bottom line. 


e E Boeing Canad 
Reliability de Havilland Division 





February 1st 1953 is a date no 


‘Dutchman will ever forget. 
Throughout the night a fierce 
storm surge in the North Sea 
had been piled onshore by gale 
force winds. 

Just before dawn, horrified 


observers in Zeeland saw the 
giant sea dyke suddenly bulge 
and crumble. 

By noon vast tracts of the 
country were under water. Two 
thousand people and 250,000 
farm animals died. 


In the aftermath, it was 
obvious that massive new sea 
defences were needed. 

The question was how to 
anchor them in the treacherous 
shifting sands. 

We provided the solution. 


For years our fibres and polymers 
division had worked on 
polyesters that were as strong 
as steel. 

Now they wove huge mats. 
flexible yet tough, which were 
ballasted onto the sea floor and 





meshed into the dykes them- 
selves. 


Once in place the mats, and 


the dykes, were immovable. 


This is but one of our con- 
tributions to the well-being of 
Holland and the other 49 coun- 


tries where we operate. 

We are one of the world's 
largest chemical companies, 
70,000 strong, involved in areas 
as diverse as chemicals, fibres, 
polymers, coatings and health 
care and also, as it happens, salt. 


Last year our sales totalled 
US S 8 billion. 


For further information: 
(31) 85 66 36 33. Akzo nv, 
P.O. Box 9300, 6800 SB Arnhem, 
the Netherlands. 





Wuar Goop Is A Business ON THE MOVE 
Ir YouR BANK Stays AT HOME? 





If your business is expanding into new trade finance and capital investment needs. 


markets, you need a bank you can count on. In fact, no other bank offers Asian 


You need a bank like Security Pacific. businesses as many connections to the West 


With forty offices throughout the " Coast as Security Pacific. 
Security 
West Coast of North America and all of Pacific 


So before your business makes 


Asia s major financial centers, Sec urity its next move, why not make sure you 


Pacific is well equipped to handle your have a bank that will move with you. 
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Hong Kong (852-5) 841-181] Japan (813) 587-4800 Kı Malaysia (603) 238-9855 Singapore (65) 224-4122 


»rea (822) 757-0850 


Taiwan (886-2) 777-5633 Thailand (66-2) 231-0340 Philippines (632) 850-791 







Changing directions 
The day after Nigel Lawson 


announced that a free econ- 

omy. is “always at risk from 

high winds and rough seas”, 

Wall Street plummeted and, 

ra nervous weekend, Lon- 

* 4: don followed suit: a fall of 9% 
|. on Monday morning wiped 

E ion off share prices. 

- In the afternoon, the market 

regained 134 points. 


Margaret Thatcher got a 13- 
minute ovation for her speech 
at the Tory party confer- 

. ence. She signalled the start 
of a spell of consolidation, tell- 
ing Tories that in the run-up 
to the next election the poll 
tax, water privatisation and 
the health-service reforms 
should be enough to be going 
on with. 





At the longest-ever meeting 
between British and Irish min- 
isters (breaking a record set 
only last month) Britain pro- 
posed reforms of the Ulster 
Defence Regiment. Recruits 
will be screened for links to 
terrorist organisations. It will 
be a crime to keep intelligence 
documents without authority. 
But the reforms fell short of 
Dublin's demands. 
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Rupert Murdoch pledged to 
keep Sky Television, his sat- 
ellite-broadcasting company, 
currently losing £2m a week, 
afloat for at least five years be- 
fore he is willing to admit de- 
feat. A born-again Christian, 
Mr Murdoch claimed that his 
newspapers—including the 
evangelising Sun—are aids to 
a moral revival. 
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Milestones 


The Director of Public Pros- 
ecutions announced that the 
1975 convictions of four peo- 
ple accused of the IRA 
Guildford pub bombings 
could not be sustained. An in- 
quiry had discovered that the 
Surrey policemen who investi- 
gated the four had tampered 
with evidence presented at 
their trial. A criminal inquiry 
will now look at the conduct 
of the Surrey police. 


Private Eye, the satirical mag- 
azine, won its appeal against 
the £600,000 libel damages 
against it in favour of Sonia 
Sutcliffe, the wife of the York- 
shire Ripper. The judges said 
they would award a different 
amount in due course. 


The Court of Appeal for the 
first time changed a non-cus- 
todial penalty to a jail.sen- 
tence. Two men were locked 
up for causing death by reck- 
less driving. 


Warming up for a busy au- 
tumn, the health minister, 
Kenneth Clarke, imposed a 
performance-related con- 
tract on Britain's 35,000 gen- 
eral practitioners. Those with 
the longest lists of patients will 
get the most cash. The doctors 


- did not enthuse. 
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MPs returning to Westminster 
were aghast at the light j 
needed to televise the House 
of Commons; one sported 
dark glasses. The whiff of 
closely packed politicians al- 
ready threatens friction, 
Broadcasts start in November. 


Downturns 


Sa a 
:-© IT YOURSELF 
SUPERSTORE, 
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The do-it-yourself 
superstore, which flourished 
in the 1980s, faces hard times. 
Better houses:no longer guar- | 
antee higher sale prices—so | 
falling demand and intense | 
competition may hurt the | 
stores badly, said market ana- | 
lysts Mintel. | 
| 
| 
| 
| 
| 
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Women are worse-paid and 
worse-trained than men, the 
Equal Opportunities Commis- 
sion complained. Inequalities 
have been growing since the 
Equal Pay Act was passed. A 
case for repealing it? 














Dear money is damping cor 
sumer demand: the volu 
of retail sales slowed to.a vir 
tual standstill in September. 
One feeling the pinch is: — 
Arundbhai Patel, who cam 
Britain with nothing, built ui 
a chain of newsagents worth 
£50m, and has just handed h 
business, Finlays, over to the 
receivers. 






















Public-sector borrowing w 
£234m in September, rather 
than an expected surplus of 
£100m. Without windfalls 

from privatisation, borrowing 
would have been nearer £1. 
billion for September and 
£2.5 billion for the first half 
the year—almost double the. 
figure for a year ago. Just lik 
old times. 
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Dead-ends? : 
The Social and Liberal Demo 


crats voted decisively to 
shorten their name to the 
Liberal Democrats—or so à 
press release headed "Social 
and Liberal Democrats” 
claimed. 


Another row hit plans to pri- 
vatise electricity. The utility 
bosses want to see British coal: 
priced flexibly, according to © 
the costs of the individual pits. 
it comes from; British Coal, 
afraid of more pit closures, is 
insisting on a single, standard. 
price. 


Jonathan Speelman, vegetat- 
ian chess wizard, spent the 
weekend gazing at pictures of | 
wolves in order to raise his ag 
gression quotient. Next da 
he lost. Because of a howler: 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. AND THERE NEVER WILL BE. 


was 


BLANCPAIN 


A Monument To The An Of Watch- the rarities in the watchmaking art. Only 
making a very limited quantity of these indivi- 
dually-numbered watches leave the 


workshops of the oldest watch name in 


A World First: Blancpain presents the the world every year 


exclusive ultra-thin automatic chrono- The movement is writing a page today in 
graph with split-second hand — one of tomorrow's watchmaking history 





LONDON Asprey, Carringtons, Mappin & Webb, Davis Morris, Garrard, London Hilton Jewellers, The Watch Gallery GUILDFORD Nina Phillips JERSEY Robert 
Fardon MANCHESTER Hancock & Son Lid READING Bracher & Sydenham RUISLIP C.S. Bedford, and at branches of Watches of Switzerland 
Informations by Blancpain SA - CH-1348 Le Brassus - Switzerland - Fax 01041-21 845 41 88 Tel. 01041-021 845 40 92 
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Tricky still and trickier 


pr Nigel Lawson. Stockmarket spasms 
spoilt his chance of a quiet week spent 
recovering from his speech at the Tory party 
conference and preparing for his even trick- 
ier speech at the Mansion House on Octo- 
ber 19th. This is the traditional occasion for 
chancellors to explain their monetary pol- 
, ty. It is regarded by the City as second only 
~to the budget speech as a guide to Treasury 
wisdom. 

The fall in share prices started before 
Wall Street's Friday the 13th slump; if any- 
thing, it has added to fears of recession. The 
economy is more vulnerable to the defla- 
tionary potential of a stockmarket crash 
than it was in October 1987: demand is 
weakening, while the sliding pound makes it 

er to cut interest rates. Yet Mr Lawson 
will be loth to try to offset the consequences 
of falling share prices. Britain's current eco- 
nomic mess is partly the result of his 
(forgiveable) reaction to the crash of 1987, 
when, anxious to avoid a recession, he eased 
monetary policy too much and so fuelled a 
boom that was already underway. And after 
spending a week explaining why interest 
rates need to be kept high, it would be awk- 
ward to cut them now. 

Lower share prices could dampen con- 
sumer spending, which the chancellor 
vould no doubt welcome. But the effect will 

~ be modest at best: only a small minority of 
households have significant shareholdings. 
Slumping house prices are far more likely to 
stay the average consumer's hand as he 
reaches for his wallet on Saturday morning 
in the hypermarket. 

Company directors are more sensitive 


souls. Business confidence is already fragile: 
the corporate sector is running a record fi- 
nancial deficit in the face of high interest 
rates. Before share prices collapsed, there 
were fears that liquidity pressures could, as 
in the previous two recessions, force compa- 
nies to slash investment and stocks. This 
week's further blow to business confidence 
could have many company boardrooms call- 
ing for a revised set of budget figures, just in 
case. 
The latest statistics from the economy 
offer a little hope. The volume of retail sales 
in the three months to September was only 
14% higher than a year earlier—the small- 
est 12-month rise for seven years. That is 
good news, as is the fact that industrial pro- 
duction continues to grow rather faster than 
demand in the shops. In the three months to 
August manufacturing output was up 4.096 
on the same period of 1988; that jump is half 
the rate of growth seen between the same 
periods of 1987 and 1988. But it is evidence 
that supply continues to grow steadily while 
demand is slowing—precisely what Mr 
Lawson needs to cut the trade deficit. 

So why has the trade deficit stayed so 
cussedly large? Partly, it seems, because of a 
recent rise in the stocks that businesses 
hold. Retailers seem to have been slow to 
trim their imports in line with falling sales. 
If, as this implies, stocks are now going to fall 
sharply, the benefit for the trade balance 
may well be dramatic. The latest available 


figures (for 1984) show imports accounting 
for 7096 of stockbuilding by manufacturers. 
Mr Michael Saunders, an economist at 
Greenwell Montagu, suggests that if compa- 





























nies try to reduce stocks back to their loi 
term trend, destocking could trim impe 
by £6 billion-12 billion over the next t 
years. The current account deficit is cu 
rently running at around £20 billion. 
The September trade figures are due c 
October 24th. Another month of nas 
numbers will send sterling into a spin. Lea 
aside Mr Lawson's argument that the cu 
rent-account deficit does not matter: 
has to be financed. The pound is 
because the deficit is currently being 
nanced entirely by inflows of short-terr 
money—unlike America's deficit, which i 
being financed entirely by long-term cz 
Short-term money is hot money. 
At the Mansion House, Mr Lawson w: 
expected to repeat his pledge to hold tl 
pound firm in order to discourage firm 
from conceding inflationary pay awards. Bu 
before he spoke the pound had alrea 
fallen as low against the D-mark 
DM2.93—10% down from its peak earli 
this year. The City was therefore hopi 
something new from Mr Lawson, som 
to restore credibility to his monetary and e 
change-rate policies. Unfortunately, wit 
Mrs Thatcher breathing heavily down 
neck, he had already had to rule out th 
“something” they most want to hear—ful 
membership of the Ems. 1 
Mr Lawson has also ruled out anothe 
favoured City ploy: to buy back fewer gil 
from the market than are needed to 
the government's budget surplus (whic 
though shrinking faster than some e 
pected, will last another couple of years ; 
least). This would increase long-term bom 
yields and so help to attract foreign money 
without raising short-term rates. 
The options are closing fast for Mi 
Lawson, who said in his Mansion ise 
speech of 1985 that the inflation rate wa 
the judge and the jury of his monetary pc 
icy. If so, he is heading for the slammer. — 
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isure parks 


"EN years ago the words on every leisure 
xpert's lips were go forth and theme. 
elopers listened to them. Today the Brit- 
Tourist Authority lists 36 leisure and 
e parks, all pretty bogus. Although her- 
ge centres and themed "experiences" 
ve boomed, Britain still has no really large 
ae park: nothing to match France's 
ming Euro Disneyland. 

The two largest intended British 
projects have never even opened, although 
ilding operations are again said to be just 
ut to start. WonderWorld was dreamed 
to the planning table by two advertising 
n in. 1973; it was to be a 1,000-acre devel- 
ment near Corby, involving six major 
s housed under 61,000 square metres 
ass. Sixteen years later it is still on the 
g table, though in May sufficient eq- 
was at last raised to begin its first phase. 
The other big hope is in London. But 
demolition cranes inside the former 
r:station at Battersea have stood mo- 
less since March, when cash problems 
ed the construction of a £280m “Power- 
se. of Fun”. Some sort of restart should 
nnounced soon from the Alton Group, 
jointly owns the Battersea site. 

ye real turning-point for British theme 
s could come in December when MCA, 
ator of the adventure tour at Holly- 
Ts- Universal Studios, will announce if 
lanned multi-million-pound theme park 
filmstudio development is to be in 
inham Marshes just east of London. 








| dance to the music of theme 


ieme parks are big business in more and more countries—but trying to get 
em off the ground in Britain has not been much fun 


Three problems have dogged British 
theme-park operators: the site; finance; and 
management. The problems are the same on 
the continent, but in Britain the first two are 
especially horrid. Any suitable site must be 
able to draw local crowds big enough to sup- 
port a heavy capital investment, yet be suff- 
ciently grim for locals to welcome several 





million new visitors a year. Most of Britain's 
existing themed day-attractions are there- 
fore in the Midlands black country or in 
north-west England. The least exploited 
area is the south-east, where the growing 
population has lots of money with which to 
treat its children, but where land prices and 
local opposition can be enormous. That is 
why some parks, like the Chessington 
World of Adventure in Surrey, were devel- 
oped piecemeal from existing attractions. 















"ONDON'S traffic fiasco is a great 
equaliser: a City chairman who 
misses his Concorde to New York be- 
cause of jams en route from Lombard 
Street to Heathrow feels as frustrated as 
his secretary trying to get home on the 
hopeless Northern line. Soon the chair- 
man may be able to rise above the 
chaos—by helicopter. 

The nearest heliport to the City is 
presently three congested miles and a 
iver crossing away, in Battersea. A new 
-plan to build one in the City itself, on a 
platform above the Thames by Cannon 
-Street railway bridge, is being backed by, 
among others, Hanson, the British Air- 
ports Authority and Trafalgar House. 
. The consortium is confident that the 
planning, river and air authorities are 




































well-disposed to them. Hanson’s Sir Gor- 
don Booth should have a feel for such 
matters: he was consul-general in New 
York during the battle over Concorde’s 
landing rights there. 

But, alas, the new port will offer no 
scheduled services to Heathrow. The 
safety regulations will preclude small, sin- 
gle-engined helicopters, and landing 
slots are likely to be tightly restricted 
(Battersea gets just 20 a day). Instead, 
twin-engined helicopters will lift City 
gents and their guests to corporate jets 
waiting for them at small airports around 
London. So, for those dashing to 
Heathrow to catch Concorde, it’s still 
the Piccadilly line or nothing. Unless, 
that is, you have £1,300 to hire your own 
chopper. 





























































dren loved them. 

Enthusiasts say loudly—especially to lo- 
cal authorities—that the potential rewards 
are great. While Alton Towers, Britain's 
largest leisure (not theme) park, attracts 
2.5m visitors annually, the Rainham devel- 
opment is aiming for 5m, with 14m of them 
streaming under the Channel. Euro Disney 
predicts that visitors will each spend at least 
£25 at its Magic Kingdom. If MCA got even 
half that, it could top £6m in its first year. 

To the fury of some Frenchmen, the 
French government has been generous in its 
welcome to Euro Disneyland. It has ac- 
quired over. 4,000 acres of land to 
hand to the Walt Disney company at 
1971 prices as and when required, 
which is an:enormous subsidy. Road 
and rail links are to be extended te 
the Magic Kingdom from Paris am 
from the TGV Nord Channel Tunnei 
line. MCA has been offered a similar 
deal if it chooses to build its park out- 
side Paris instead of London. It is an 
attractive proposition, says Mr Ron 
Dane, an MCA consultant. 

At Rainham the company would 
have to buy land at current market 
rates, which are up to four times as 
high as on the continent. An exten- 
sion to the A13 road is promised to run past 
the site ready for its proposed opening in 
1994, but hopes for a link from the Channel 
Tunnel are rapidly fading. MCA's scheme 
has received "very high interest” from Brit- 
ish politicians. The prime minister is enthu- 
siastic, but, as usual, she wants private fi- 
nance to pay for the infrastructure, a wish 
which, as usual, may scupper the scheme. 
British banks are said to be willing to pro- 
vide their depositors' money to theme parks 
as working capital, but there is no rush for 
the equity. j 

Backers are put off by heavy start-u 
costs, high running costs and the need for 
constant investment in fresh attractions— 
ever more terrifying fairground rides, say— 
to draw visitors back for another dose of 
thematic pleasure. Running costs, target 
markets, penetration rates and the like are 
still mysterious. Sobering statistics describe 
how long family members can spend in each 
other's company without quarrelling (an av- 
erage of 2 hours 49 minutes), how much 
they eat per six-hour visit (a full meal and a 
snack) and how many separate entertain- 
ments they need per hour (one and a half); 
but all these data originate in America. 

Last year over 500,000 beef burgers, 300 
tons of chips and 500,000 litres of ice-cream 
were consumed at Surrey's Thorpe Park. 
Disney is even more ambitious; it expects its 
Magic Kingdom to receive 5096. of its reve- 
nue from the sale of food and other items. 
But then the food will at least be French. 





















Commercial television 


Take a break 


Britain’s independent broadcasters are heading for a time of big change 


without any real vision of how their businesses should evolve 


EXT month. should see the introduc- 

tion into-Parliament of a long and 
complex bill to. enact the government's 
white paper of November 1988 on the fu- 
ture of broadcasting. Its aim is clear: that 
"broadcasting companies and organisations 
of all kinds should be briskly and efficiently 
run". The heads of Britain's independent 
television (ITV) companies need not send to 
know for whom the bell tolls; it tolls for 
them, and the whole rrv monopoly on tele- 
vision advertising. 

The iTV network (see map) is led by five 

wüpaánies: Thames, Central, London 
-weekend Television (Lwr), Granada and 
Yorkshire. These are the "majors"; they 
agree to provide the bulk of the program- 
ming for the national ITV network, and in 
return are guaranteed a proportion of the 
network's air-time. There are another ten 
regional stations, of various shapes and 
sizes. Together, the companies also finance 
Channel 4 and share the revenues from its 
advertising; but they do not own Channel 4, 
which is run by an autonomous executive. 
(rv-am, a breakfast station, shares ITv’s 
transmitters but is a separate company out- 
side the network, with its own national 
franchise.) 

Undeniably, the network has been prof- 
itable for those involved: with pre-tax prof- 
its of around £200m ($356.3m) in 1988, on 
revenues of £1.9 billion ($3.38 billion), the 
ITV companies collectively rank second in 
the world league of top broadcasters, trailing 
NBC but well ahead of the other big Ameri- 

in networks or the struggling French com- 
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mercial ^ networks. 
Yet the network has re- 
mained, with only a few 
qualifications, the preserve of a group 
of small to medium-sized companies with a 
dismal record of diversification and no great 
growth potential —nor, indeed, any obvious 
growth strategy. 

The apparent complacency of the net- 
work has long been a red rag to the 
Thatcherite bull. Hardly a week now passes 
without some big company somewhere in 
the world pushing another step closer to be- 
ing a genuinely global leisure business, usu- 
ally with a range of interests including televi- 
sion. The ITV companies seem to Mrs 
Thatcher too much like the City of Lon- 
don's traditional stockbrokers at the turn of 
this decade: small, inward-looking and ill- 
equipped to stay afloat in an environment 
suddenly threatened by global firms with 
huge capital resources. 

As McKinsey, a management consul- 
tancy, put it to a gathering of British televi- 
sion executives in July: "rrv is 15 companies, 
each of them with their own regional char- 
ters and identities. Without government 
protection, and without a common purpose, 
can they really be a force in the restructuring 
of the (world) entertainment industry?" 

A familiar diagnosis has prompted a fa- 
miliar Thatcherite medicine. tv is facing yet 
another variant of the Big Bang treatment. 
From the beginning of 1990 outsiders will 
be able to make takeover bids for the 15 
companies. The companies’ existing re- 
gional franchises will end on December 31 
1992. The franchises which will comprise 
the successor network, to be called Channel 
3, will be auctioned off sometime during 
1991. Independent Television News (ITN), 
ITV’s subsidiary news channel, will be chal- 



































lenged by the li- 
censing of am 
other commercial 
news network. A 
fifth channel, of 
an as-yet-unspecified description, will be 
troduced sometime during the mid-1990s, 
Satellite television will continue to b 
encouraged. 

Overseeing the industry, the old, fami 
iar Independent Broadcasting Authorit 
(IBA) will be replaced as the regulatory bod 
by the Independent Television Commissi 
(irc). It will be headed by Mr George R 
sell, better known as a successful business- 
man-—he is chairman of Marley, a build 
group-—than as a broadcaster, until he ar 
rived in the industry as deputy chairman o 
Channel 4 in 1987. He has chaired the ip, 
since January. 

The government resolved to pus 
through the franchise auction only afte 
heated arguments in the cabinet committe 
responsible for broadcasting. The prim 
minister, the chancellor and Lord Young. 
then trade and industry secretary, were d 
termined to have the auction; Home ©} 
ministers opposed it but lost the fight. 

Furious debate still rages over whethe 
competitive auctions represent a threat ti 
the quality of British television. The ec 
nomics of the auction are also contentious 
bidders anxious to win a new franchise ma 
put far more money on the table than i 
needed to beat the next-highest bid. Critic: 
say that may be good for the Treast 
which will pocket the proceeds, but will b. 
drain on the cash available for investme: 
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' the future growth of the industry. 


The bill will no doubt provoke heavy 


E lobbying at its committee stage on exactly 
these issues. Some compromise may yet 
- emerge over the commercialism of the auc- 


~ tion—for example, by allowing the ITC to 


+ ~ pick the final franchise winners at its own 


© ders. But the rrv comcs 
— must now begin to look be- 


1 — find themselves in a strikingly 
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outsiders are warning of arma- 


E n. 
> BL intock, an accountancy 


— discretion from a shortlist of the top bid- 


- yond the auction. For the suc- 
cessful bidders seem likely to 
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different world in the 1990s. 
Predictably, perhaps, some 


Peat Marwick 


$ firm, estimates that the auction 


- will attract more than 50 bidders, most of 


them foreign companies. Meanwhile, the 


JAN 


isl 
could survive once in, nor how much of a 


E 


o ma imes 


e op of the City's Big Bang looks unnerv- 


— ingly relevant. 
As then, a string of big international 
Berlusconi, Bertelsmann, Mur- 
Maxwell, Virgin, Rank, Carlton and 
others—are lining up for a ticket to the Brit- 
marketplace. No one knows how many 


competitive disadvantage they would suf- 
- fer—if any—against the existing domestic 


- companies. But the true economics of the 


i F E would be cruelly exposed, as has 


pened for the stockbrokers of the City. 


_ Vertically integrated companies, happily ig- 
- norant until now of the profitability of their 
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various component activities straddling 
both programme-making and broadcasting, 
could face an abrupt awakening. 

Many ITV executives have been seriously 
rattled by all this, as the prime minister in- 
tended they should be. Avoiding action has 
taken several forms, including: 
€ Diversification into other areas of the 
entertainment business, such 
as film production. (Mr James 
Gatward's Tvs, for example, 
paid £200m for Mary Tyler 
Moore's American production 
company, MrM—about £50m 
too much, according to rivals.) 
e Sales-force mergers. Central 
and Anglia, two of the inde- 
pendents that the City of Lon- 
don loves best, have joined 
forces. Thames, London Weekend Televi- 
sion (LWT) and Tvs have also been 
rumoured to be talking. 

e Improved productivity. Led by rn, all the 
companies have at last begun to root out the 
antediluvian restrictive practices imposed 
by their technicians' unions. Significant sav- 
ings have been achieved at Yorkshire Televi- 
sion, and others are keen to follow. (One se- 
nior ITV figure says an independent 
production unit would use a third of his 
workforce for the same job; the cost of an 
independently produced programme is half 
an ITV-made one.) Surplus studio space has 
been rented out to those who need it. 

e Management incentives. LWT plans a com- 
plex recapitalisation offering shares and 





EEDY Irishmen are sometimes right; 
great Englishmen are sometimes 
wrong. On October 17th the Director of 
Public Prosecutions (DPP) announced that 
the Crown would no longer seek to sus- 

| tain the convictions of four people found 


- | guilty in 1975 of the RA bombings at pubs 


in Guildford and Woolwich. On October 
19th the prr's counsel elaborated on the 
decision at an Appeal Court hearing in 
the Old Bailey. Avon and Somerset po- 
lice, who have been reinvestigating the 
case, had found evidence of doctoring of 
statements made by the accused to the 
Surrey policemen who had interrogated 
them. A criminal inquiry has started into 
the conduct of the Surrey team. 

The three Appeal Court judges 
promptly quashed all four convictions. 
One of the prisoners, Mr Paul Hill, has 
been serving a concurrent life-sentence 
for a murder in Belfast. His solicitor went 
straight from the Old Bailey to Belfast to 
lodge an appeal against that sentence, too. 

The week’s events vindicated those 
who have always thought the convictions 
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Four wrongs righted 


unsafe. The four arrested 
had been little more than 
aimless drifters in London. 
The only evidence against 
them were confessions that 
they made (in circumstances 
that would now render the 
confessions inadmissible in 
court) and later retracted. 
There was no forensic evi- 
dence linking them to the 
bombings; nobody identified them as be- 
ing near the scene of the crime. A known 
IRA gang—apprehended during the 
Balcombe Street siege later in 1975—con- 
fessed to the bombings, but a Court of 
Appeal hearing in 1977 did not consider 
this sufficient grounds to reopen the case. 

It is to the credit of Mr Douglas Hurd, 
the home secretary, that he should have 
decided to look again in 1987, though it 
was not the widespread media interest in 
the case that persuaded him to do so. 
Rather, it was the commitment to the 
Guildford defendants' innocence of men 


of unimpeachable integrity like Cardinal 





T yn 


share options to 40 senior executives. The 
City is dubious, but both Thames and An- 
glia have said they will look at similar incen- 
tive schemes. 

With the rrv companies looking more 
and more jumpy, are such initiatives suffi- 
cient? Most companies cover too big a re- 
gion to offer their audience real local cover- 
age, but are too small to have the resources 
to compete—as all are now trying to do—in 
every kind of television business, from pro- 
duction hardware to media-space sales. 

Perhaps something different is needed. 
Look at Channel 4, which has been broad- 
casting since 1982. It operates like a publish- 
ing house, buying programmes from a range 
of independent suppliers, including the rrv 
companies. Channel 5 looks as if it might 
follow the same route; it may also have an 
ITVike network, albeit based on smaller 
franchise regions. 

The key in both these cases is the reco 
nition that programme-making and pro- 
gramme-distribution are separable activi- 
ties. Let the Irv companies make the same 
leap and treat their distinct activities as sep- 
araté profit centres. When each has found a 
bit of knitting it can stick to, it might even 
hope to thrive in the international market. 
In Britain, those who chose to be primarily 
programme-makers could sell their pro- 
grammes to a central unit which would then 
schedule them for the network. At which 
point, it may be fair to ask, what would dis- 
tinguish rrv from Channel 5? 





Hume and Lord Scarman, 
one of Britain's senior 
judges. 

For the 78-year old Lord 


Scarman, now retired from 


the bench, the pPP's decision _ 


was one more achi ent 
in a distinguished life. In 


1975, he published a book | 
which, for the first time, 
challenged English lawyers 
to face up to the uncomfort- 
able fact that their country 
was less than perfect in its 
pee of human rights. Since then, in 

his judgments, writings, ince retire- 
ment—in public campaigns of the kind 
that judges were once expected to avoid, 
he has pursued the right of the individual 
against an overmighty state. 

Never an abstract theorist, he has al- 
ways proceeded with a quiet English prag- 
matism, but has nonetheless inspired a 
generation of constitutional scholars. On 
the day that the prP's decision was an- 
nounced, the fourth annual series of 
"Scarman seminars ""—talks by politicians 
and academics on constitutional mat- 
ters—began at Ey Reform Bus 
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Commons backwoodsmen make their point 


UST when it seemed that the forces of 

reaction had lost the day, the men of 

progress have blundered. Having de- 
cided to allow a six-month experiment in 
televising the House of Commons, MPs re- 
turned to Westminster to find their cham- 
ber desecrated. Eight enormous Chinese 
lanterns now hang from the ceiling, their 
muslin wafting overhead like'a giant set of 
grandmother’s bloomers on a celestial 
washing-line. 

And, my God, the heat. Within each 
lantern are six 500-watt bulbs; the warmth 
on the first day sent grown men into the 
arms of Morpheus, as if the presence of 
Sir Geoffrey Howe at the despatch box 
would not have slipped them there any- 
way. Mr Nicholas Soames complained; 
the chamber, he said, was like a sauna. Mr 
Speaker, in full fig, sympathised. A senior 
MP warned, privately, of the perils of Bo. 
Mr Robin Maxwell-Hyslop wore dark 
glasses against the glare. 

Some of this will improve before actual 
transmission begins on November 21st. 
Officers of the House say the heat was due 
to human error; someone had not turned 
up the air-conditioning, which should be 
able to cope. The lanterns, however, will 
stay. In the House of Lords, broadcasters 
increased the light from venerable chan- 
deliers. Their Lordships, it is said, were 
delighted. But the Commons has not had 
chandeliers since 1852, and its members 
like their chamber gloomy, the better to 
knife each other in the back. The broad- 
casters need overhead lights, but—since 
every MP would have soon discovered la- 
tent expertise in chandelier design—there 
was no time to build permanent holders 
for them. And if MPs decide not to con- 
firm television's presence, the £48,000 
needed for chandeliers would have been 
wasted. 

So it's six months of bloomers, and a 
free argument for those who have always 
wanted to keep the cameras out of the 
house. Some MPs will call for less intrusive 
lighting (the House of Representatives in 
Washington lights itself subtly with 17 
1,000 watt bulbs in the ceiling). Others 
will want the cameras banned completely 
until they can take broadcast-quality pic- 
tures with less artificial light. 

Any delay will be a pity. The best case 
for televising Parliament is that it gives 
parliamentarians a badly-needed chance 
to live up to their billing as the grand in- 
quest of the nation, and to claim back 
from the television studios their right to 
hold the government to account. There is 
a risk too; television may make people 
think that parliament is the only place 


where power is exercised, forgetting those 
shadowy, unaccountable barons of White- 
hall. But, on balance, the case for televi- 
sion is strong, and won't wilt in the heat. 





Green, white, and read 


OW do you get the whole govern- 
ment to take the environment seri- 
ously? The answer of Mr Christopher Pat- 
ten, the environment secretary, is to take 
the unusual step of announcing a white 
paper to be delivered in a year's time. 
Ministers rarely announce white pa- 
pers until they are fairly sure what their 
content will be. The most important sin- 
gle point about this white paper is that it 
will be a government document— not an 
environment-department one. So it needs 
a new cabinet committee, of the kind Mr 





Pearce, the nice taxman 


Patten hankered after before he came to 
Marsham Street. The prime minister will 
chair it. That will give it mighty clout. 

First to be clouted will be the depart- 
ments whose activities have most environ- 
mental impact. Mr John Gummer may be 
a willing victim: he seems likely to be the 
greenest-ever minister of agriculture. Mr 
John Wakeham may be helpful: he made a 
startling speech on ways to check global 
warming in Montreal last month, men- 
tioning carbon tax, higher energy prices 
and the importance of energy conserva- 
tion. Mr Nicholas Ridley, the man who 
first dared to mention a carbon tax in cab- 
inet, could be useful: his interest in using 
the market to encourage greenery should 
help the DTI to come up with sensible 
ideas on recycling. 

Most baffled member of the new com- 
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mittee will be Mr Cecil Parkinson. He 


missed a golden opportunity to turn his f 


last post into a department of energy con- 
servation. Now he looks as bewildered as 
other European transport ministers by 
horrendous forecasts for road-traffic 
growth. The Treasury will doubtless use 
the promised white paper as a pretext for 
holding up any more cash for roads. 

Also on the committee will be the chief 
secretary to the Treasury and the health 
secretary. But the greenest of green minis- 
ters is Mrs Thatcher herself. She is due to 
address the United Nations General As- 
sembly on November 8th, and will want 
to explain how Britain plans to tackle 
greenhouse gases. She would like to show 
that Britain’s domestic policies match up 
to the international lead it has given. So 
far, there has been a conspicuous gap. 

The main test for the white paper will 
be the challenge contained in a report by 
Mr David Pearce, professor of economics 
at University College, London. Mr Pearce 
discussed using taxes and charges to clean 
up the environment. At the Downing 
Street seminar on climate change in the 
spring, he impressed Mr Ridley and the 
prime minister. He is now an adviser to 
Mr Patten and will probably sit in on 
meetings of the cabinet committee. On 
his desk Mr Patten also has another of Mr 
Ridley's little goodbye presents—a report 
by a firm of consultants on taxes and 
charges in other industrial countries. Pub- 
lish that, and the government may start to 
look committed to making people pay to 
be dirty. 


Return of the devil 
I MRS THATCHER'S speech in 


Bruges a year ago was an errant stiletto, 
Mr Jacques Delors's riposte on October 
17th was a miscast blanket. The president 
of the EC Commission abandoned his 
most telling technique: using pragmatic 
goals to lure reluctant members into Euro- 
pean ideals. East German events have 
jolted him into a “flucht nach vorn"—a 
rush towards the enemy. He now wants to 
change the Treaty of Rome, fast, to bring 
on federalism, fast, to which Eastern Eu- 
ropeans will aspire, slowly. 

British Euro-reactionaries will be de- 
lighted to have their prejudices about Mr 
Delors confirmed, and will sigh with relief 
at his shift in tactics. The new Commu- 
nity is not being built by grand design, but 
by the remorseless logic of the single mar- 
ket. Nothing will better impede the treaty- 
changes required for economic and mone- 
tary union than burdening them with ever 
more contentious European visions. 
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For your personal copy of our Directory of 225 luxury 
hotels worldwide in your choice of English, French, German, Spanish, 
Italian or Japanese, and for reservations contact your travel consultant or telephone: 


.S. A./Canada (800) 223-6800 West Germany 01-30-21-10 Madrid (91) 401-2412 Tokyo (03) 797-3631/4 
New York City (212) 838-3110 — Frankfurt (069) 299-8770 Barcelona (93) 301-0184. Sydney 233-8422 
Mexico City (5) 584-9866 Italy 1678-22005 Singapore (65) 737-9955 Sao Paulo (11) 251-5021 
Great Britain 0-800-181-123 Milan (02) 669-86131 Hong Kong (5) 483-928 Buenos Aires (1) 322-3563 


| World Financial Markets at the 


A joint conference organised by The Economist, the New York Stock Exchange and the CBI. 

The conference will examine prospects for the world economy over the next decade and the 
likely changes in the balance of global financial power during that period. "Tp representatives 
of industry, commerce and key financial markets will explore, from their own perspectives, how 
financial markets, and their relationships with user groups, will develop. The day will conclude 
with a discussion on the future role of the world stock exchanges and how current and future 
developments will affect them. 









For full details please complete the form below and return it to Christine Durkin, The Economist 
Conference Unit, 25 St Jamies’s Street, London SWIA IHG. Tel: 01-839 7000 , Fax: 01-839 2968/9 
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` average fell almos 
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lines. But, after 
end, the Nikkei index in T 
kyo fell only 1.8% on — 
Monday. London slid, but re- 
vived when Wall Street re- 

gained half of its earlier losses. 


Bankers Trust, a big New 
York bank, put $1.6 billion to- 
wards its reserves for third- 
world debt, announcing a 
loss of about $1.4 billion for 
the third quarter. Other 
banks have also suffered: 
Manufacturers Hanover lost 
$789m in the same quarter 
and Citicorp’s net income fell 
9% to $358m. Commercial 
banks agreed to reschedule $8 
billion of South Africa’s $20 
billion debt. The rescheduling 
gives South Africa breathing 
space until 1994, when the ex- 
tension. is supposed to expire. 


Grounded 


Bankers’ reluctance to lend 
also put into suspension the 
$7.2 billion leveraged bid for 
United Airlines (UAL). Brit- 
ish Airways, one of the bid- 
ding partners, wants to start 
all over again; Citicorp is try- 
ing to lure the bankers back. 
Meanwhile the machinists’ 
union is clamouring for the 
resignation of the airline's 
management—who are also 
members of the company’s 
buy-out team. 












| Grey Friday forced Donald 
"Trump, a high-flying New 
“York property tycoon, to drop 
out of his $7.54 billion bid for 
AMR, the parent of American 
Airlines. Mr Trump’s plans 
i. had been doubted even before 
the crashette. 


Having been delayed by com- 
puter faults and bad weather, 
the shuttle Atlantis success- 
fully reached orbit. With luck 
its spacecraft Galileo will be 
scrutinising the moons of Ju- 
piter in six years. 


Nuts and bolts 


British Aerospace and 
France's Thomson-csr are 
poised to merge their missile 
divisions into an outfit called 
| Eurodynamics which would 
have annual sales of at least 
$2.2 billion. The two compa- 
| nies are likely to bid for 
Ferranti, a British defence- 
electronics firm crippled by fi- 
nancial scandal. 


Italy's Fiat and West Germa- 
| ny's Daimler-Benz are pon- 
dering whether to collaborate 
in unspecified aerospace 
projects. Daimler's Edzard 
Reuter is hinting that this 


into the two companies’ mo- 
tor businesses. 


A big French defence-elec- 

j tronics outfit, Matra, enjoyed 
i an 88% increase in its profits 
| for the first half of the year to 








THE ECONOMIST OCTOBER 21 1989 





chumminess might spill over - 


| 
| 


H 


BUSINESS THIS WEEK 


i 
i 
| 
i 
i 











June, rising to $38m. Turn- — | 
over was up 15%, to $1.6 bil- | 
lion. Business is booming. | 

| 


Bits of bother - 


The world's largest computer | 
company, IBM, posted third- 
quarter net income of only 
$877m, 30% less than the 
same period last year. The 
company said that there had 
been a hitch shipping its disk- 
drives, but not to worry. Ana- | 
lysts were less optimistic. 


Alan Sugar, a British electron- 
ics entrepreneur, has hit trou- | 
ble. Pre-tax profits at his com- 
pany, Amstrad, halved last 

year to $132m. Sales were | 
steady, but the company 
botched the introduction of 
its new personal computer. 


Heading off European re- 
quests to loosen the Cocom 
restrictions on east-west 
trade, America has questioned 
whether an Italian computer 
maker, Olivetti, supplied Rus- 
sia with computers that it used 
to build military aircraft. 
Olivetti says that it has done 
nothing wrong. 


Motor show | 





Chrysler, an American car- 
maker, and Mitsubishi, a Jap- 
anese rival, are discussing 
whether to form a joint ven- 
ture in Europe to make cars or 
lorries. The two companies al- 
ready have a $1 billion 
collaboration in America to 
make sports cars. 


Ford, another American car- | 
maker, has increased its stake 
in Britain’s ailing Jaguar from 
5% to 10.4%. Ford's rival, 





| General Motors, the world’s 


| be the biggest gold-dealer in 


| elephant-protecting countries, 



























largest carmaker, is also inter- 
ested in Jaguar. Watch out f 
a scuffle. 


General Motors said that up. 
to five of its plants might ha 
to shut by the mid-1990s; G 
is suffering from poor sales - 
and only about 8096 of its 
North American capacity is 
being used. : 





Bought and sold 


Canada’s LAC Minerals will 
pay $373.8m for 65% of 

Bond International Gold. 
(BIG). The owner of Bic, Ala 
Bond, is short on cash and. 
long on debt. A year ago Mr 
Bond said that he wanted to. 


South Africa. 


In easily the largest takeover 
ever made by a Mexican com: 
pany, Vitro, a manufacturing 
conglomerate, will buy An- 
chor Glass Container, an 
American glass company, for. 
$800m. Earlier Vitro bought | 
another American glass firni 
for $100m. 


Biderman, a French clothier, 
agreed to buy parts of Cluett 
Peabody & Co, which be- 

longs to William Farley, a Chi- 
cago tycoon. Biderman will < 


pay around $600m. 


Tusk, tusk 
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Despite objections from some. 











the world body governing 

trade in wildlife banned the 
sale of ivory because of the 
threatened extinction of the 
African elephant. 
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In today's volatile political and 
economic climate, securing your personal 
wealth must be a priority. That, plus en- 
suring there are real prospects for growth. 
For those with substantial financial 
assets, our Hong Kong and Singapore 
offices will open the door to a range of 
opportunities for international invest- 
ment. Tax and Inheritance Planning and 
Investment management are among the 
vehicles we can use to Minimise your tax 
liabilities, preserve your capital and thus 
safeguard you and your family’s future. 
YOUR PRIVATE BANK 
Through a personal adviser, your account 
executive, all the skills of a banking 
network spanning 40 countries can be 
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We’ re not just opening an office, 
we're opening opportunities. 


mobilised to help you achieve your goals. 
We have both the time and resources to 
ensure your funds are invested in the best 
possible way, balancing risk and return in 
line with your needs. 

Nowhere will you be assured a more 
professional, discreet, efficient and 
personal service ~ worldwide. 

To find out more, please contact: 
Steve Ushiyama, 2901-4 Admiralty 
Centre, Tower 1, 18 Harcourt Road, 
GPO Box 10126, Hong Kong, or 
telephone (852-5) 823.2122/ 
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SAN FRANCISCO AND LONDON 


Focused companies came into fashion as economies boomed in the 
1980s. But volatile stockmarkets and slower growth may bri 
sification back. This time diversifiers will have to be better at it 


OX unmourned casualty of the boom 

KZ years of the 1980s has been the flabbily 

diversified conglomerate. Built up during 

' €1960s and 1970s, both decades of stop- 

Y economic policies and turbulent com- 

“modity prices, conglomerates grew partly 

out of a yearning to stave off business risk. 

But the years of unbroken economic growth 

that followed the:1981-82. recession made 
such risk seem a thing of the past. 

In the seven years to 1988, on average, 
the economies of the big seven OECD coun- 
tries expanded by 3.796 a year; their prime- 
lending rates fell by a total of six percentage 
points. Bolstered. by deregulation in indus- 
tries:as varied as financial services, airlines 
and communications, this boom brought 
with. it the biggest shake-up in corporate 
structure since the postwar reconstruction 
of the 1950s. Conglomerates found them- 
selves taken over, LBOed or MBOed, then 
shrunk back to their original line of business 
or broken up. Business schools and manage- 
ment consultants now preach a unanimous 
gospel: make it lean, mean and centred on a 
core business. 

Crash or not, Friday the 13th and its af- 

s Imath may well spell an end to the 1980s 
boom. Slower economic growth, high inter- 
est.rates and. volatile stockmarkets mean 
that risk-is back. Its return will not revive 
the unloved conglomerate. But it may her- 
ald the dawn of the New Age company: both 
lean and diversified. 

When The Economist recently polled 
businessmen and analysts to discover which 
were Britain’s most admired companies, 
only one widely diversified group made it 
into the top 20. Yet some argue that sticking 
to your knitting looks a dicey strategy when 
:markets are fickle: an ice-cream maker is less 
- likely to go bust when it rains if it makes um- 
<>. brellas too. Management gurus shrug off 
: "that worry: they teach would-be mBas that 
shareholders can offset risk more efficiently 
. than companies simply by diversifying their 

-= own investment portfolios. 

j Corporate raiders love. conglomerates. 


_ Diversified B.A.T is under siege by Sir James 


-. Goldsmith; BTR, another conglomerate, may 
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More baskets, choicer eggs 


diver- 


find itself dismembered by Kohlberg 
Kravis Roberts (KKR), an American 
buy-out specialist. RiR Nabisco, Be- 
atrice and Safeway were each bought 
out by KKR and stripped to their 
cores. 

"Unbundling" a company is usu- 
ally done to release "value" (ie, cash) 
for shareholders (and for 
unbundlers). McKinsey, a manage- 
ment consultancy, reckons that more 
than 80% of this extra value comes from op- 
erational changes such as streamlining prod- 
uct lines, improving market focus and cut- 
ting overheads. But, though it may not seem 
so at first sight, those are all changes that 
diversified companies can implement, too. 

Going against the grain, an unpublished 
study by Deloitte Corporate Finance, a divi- 
sion of a (diversified) accountancy group, 
Deloitte Haskins & Sells, suggests that 
diversified firms must be doing something 
right. For the five years 1984-88 it compared 
the average total annual returns from shares 
in 40 diversified companies with the average 
return from a sample of 80 investment trusts 
(the sort of diversified investment vehicle 
any investor can buy), and with the average 
return from Britain's Fr-Actuaries All-Share 
index. 

Investment trusts returned an average 
of 18% a year, slightly behind the FTA 
index’s 19%. By measuring the relative risk 
of the three investments (using a statistical 
technique known as the capital-asset pricing 
model), Deloitte calculated that the ex- 
pected average annual return from the 40 
diversified companies ought to have been 
19.2%. In fact, they returned a hefty 27%. 

The results at least suggest that diversifi- 
cation by companies can be more successful 
than. diversification by individual share- 
holders. Why? The reason mostly lies with 
the sorts of real-world distortions that are 
often ignored. Tax savings are one. A diver- 
sified company, with a mix of mature cash 
cows and investment-hungry, loss-making 
businesses, can minimise its tax bill more ef- 
ficiently than can an individual investor. 
Borrowing costs for a diversified (and hence 


























































less-risky) company are lower, too, alt 
equity costs can be higher because of th 
lower valuation placed on its shares. 
Fine in theory. But previous bouts 
diversification tended to lead to flabby 
glomeration, because managers found i 
ficult to run or impose financíal controls 
large numbers of businesses, allowi 
to grow fat and inefficient, Duplicatic 
synergy, was the order of the day. More 
ten than not, companies bought business 
they simply didn't understand and so gi 
clobbered by competitors who knew the in 
dustry better. To become respectable, dive 
sification must learn from past mistakes. 
Surprisingly, the firms that carry: ou 
LBOs could provide a role model for New 
Age diversifiers. In an article in the lates 
edition of the Harvard Business Review 
Michael Jensen, a professor at Harvard B 
ness School, argues that in mature ind 
tries, LBO firms like KKR, Odyssey Partn 
and Berkshire Partners are a more effici 
vehicle for organising businesses than. 
publicly quoted companies. He also : 
that, like traditional conglomerates, 1 
firms control many diverse units: KKR 
19, Odyssey 53 and Berkshire 15. 
LBO firms differ from traditional ci 
glomerates in important ways. If these diff 
ences could be incorporated into a trac 
tionally diversified firm, it could becom 
blueprint for the 1990s. Managers’ pay 
LBO firms’ is closely linked to performa: 
LBO firms are more decentralised than trad: 
tional conglomerates. And, as Mr Jense 
points out, an LBO firm's reliance on de 
rather than large chunks of widely hel 
uity in effect concentrates ownership 












nds of the managers on the spot. 
< But should would-be diversifiers burden 
themselves with debt to finance expansion? 
obably not: at a time of slow economic 
owth and high interest rates, debt may be 
last thing diversified companies need. 
At this month's conference of the Strategic 
Aanagement Society in San Francisco, Mr 
Thomas Copeland of McKinsey argued 
at, for many LBOs, low interest rates were 
e key to the value apparently added by 
ch deal. 

So, to prosper, a New Age diversified 
mpany will-have to do more than emulate 
e LBO firms, which have not yet proved 
t ability (or commitment) to run busi- 
esses in the long term (just 596 of the 1,300 
fnericah LBOs carried out between 1981 
d 1986 have gone public again). Buying 
ms on a whim, the style of conglomerates, 
ill give way to a focused strategy of expan- 
ion based not upon core businesses but 
ipon core business skills. 














































Companies will need to ask themselves ~ 


what they are good at, then bring those skills 
to bear in businesses which, although unre- 
lated, demand a similar vision. If your 
strength is financial control, you may be- 
come another Hanson. If it is marketing 
consumer goods, your model should be 
Procter & Gamble or Unilever, two firms 
who know how to use core skills to compete 
in an array of markets. 

Diversification is not a panacea, Com- 
panies will continue to be unbundled and, 
as Mr Peter Drucker notes on page 23, will 
come to rely more and more heavily on 
“outsourcing’’—using outside contractors 
to provide an ever larger proportion of the 
components or services that go into their fi- 
nal product. But if business is to be riskier in 
the 1990s, investors and businessmen alike 
will once again seek to offset some of that 
risk by putting their eggs in more than one 
basket. Diversification may never again be a 
buzzword, but it may cease to be a dirty one. 





























VEN before Friday the 13th, American 
businessmen were whistling in amaze- 
ment over the fancy prices that foreigners 
re paying for assets in the United States. 
The $110m, or $1.2m a room, that Japanese 

investors are putting up to buy the Hotel 
Bel-Air in Los Angeles is just an extreme ex- 
ample. Foreigners routinely pay 10-15% 
"over the odds for American property— 
anchland as well as city office blocks. The 
remiums they are willing to pay for indus- 
| trial assets are even fatter. A current exam- 
| ple is Michelin: the French tyre maker is 
«handing over $690m in cash for Uniroyal 
Goodrich, an American rival whose profits 
are flattened by $810m of debt. Are the for- 
eigners paying too much! 
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reign investors have been paying over the odds for companies and prop- 
rty in America. Will they soon regret it? 


In some cases the answer is certainly yes. 
Many Japanese and European companies 
have concentrated initially on breaking into 
the market. Earning a profit has taken sec- 
ond place. Total foreign direct investment 
in America soared from $165 billion in 1984 
to $329 billion in 1988. In chemicals, for- 
eign companies’ share of the American 
workforce increased from 2096 in 1980 to 
about 4596 today; in building materials, 
from almost nothing to 5096. Except for 
Goodyear, the big tyre makers in America 
are now all owned by foreigners: Firestone 
by Bridgestone of Japan, General by Conti- 
nental of West Germany, Armstrong by 
Pirelli of Italy and now Uniroyal Goodrich 
by Michelin. 


The profit performance of foreign inves- 
tors is proving much less impressive than 
their share of employment or of sales. The 
bureau of economic analysis of the Com- 
merce Department in Washington calcu- 
lates that foreigners earned a puny 5.6% re- 
turn on the net worth of their direct 
investments in the United States in 1988. 
The British, the biggest investors, did best 
with an 8% rate of return. The Japanese, the 
second-biggest, did worst with a return of 
only 3.3%, although the low Japanese figure 
is explained in part by Japanese companies’ 
habit of entering inflated transfer prices on 
goods and parts brought into the United 
States from parent compariies in Japan. 

Some of the invaders will eventually 
have to admit that they have made a costly 
blunder. That happened in previous invest- 
ment waves: Midland Bank's acquisition of 
Crocker National Bank of California, Impe- 
rial Tobacco's purchase of the Howa ` 
Johnson. restaurant chain, Renault’s px 
chase of American Motors all spring to 
mind. lt is already starting to happen again. 
In retailing, Canada's Campeau Corpora- 
tion (junked by junk bonds), Australia's 
Hooker Corporation and Britain's B.A.T In- 
dustries have. all put recently purchased 
American department stores up for sale. 

However, the repenters at leisure are 
still outnumbered by those who are satisfied 
that their American ventures are going ac- 
cotding to plan. Apart from British 
“unbundlers” like Sir James Goldsmith and 
Lord Hanson, foreign acquirers march to a 
different drummer than their aggressive 
American counterparts, The beat they hear 
encourages them knowingly to pay more 
than an American company would for assets 
in the United States. 

Accountancy rules are part of the ex- 
planation. American. companies must 
amortise (ie, write off) the goodwill that 
comes from paying above book value for 
company. The rules in foreign countries an 
more permissive. Except for the British, for- 
eign companies also benefit from lower costs 
of capital than American companies. The 
federal budget deficit and the low domestic 
savings rate have combined to keep real in- 
terest rates comparatively high in the 
United States. 

Foreign companies, too, are spared the 
excessive attention that is paid to quarterly 
earnings in the United States. Most Japa- 
nese companies do not even bother to in- 
clude earnings-per-share calculations in 
their annual reports. Their shareholders are 
more interested in long-term capital appre- 
ciation than higher dividends. ze 

These factors combine to cause’ most 
foreigners on the prowl in the United States 
to value companies differently from Ameri- 
can bidders. Unlike the Americans, foreign 
acquirers are not especially interested in 
cash-flow multiples that calculate’ whether 
the acquisition price is in line with that gen- 

























CONOMISTS mean a variety of 
things by “efficiency”. When they 
talk about an efficient stockmarket they 
mean simply this: prices reflect all avail- 
-able and relevant information. Crashes fit 
uncomfortably with that idea. When they 
‘happen, information seems to change a 
lot less dramatically than prices, if at all. 
t One straightforward implication of ef- 
ficiency is that future prices cannot be 
predicted merely by examining past ones. 
If they could, it would be possible to make 
a profit on the information—but that in 
turn would mean that present prices had 
‘failed to take account of it. Efficiency is 
' thus bad news for chartists, who look for 
patterns in share-price history. If markets 
are efficient, they are wasting their time. 

This is the most basic form of the “efh- 
cient-markets hypothesis". It has strong 
empirical backing. Many studies have 
shown that there is no discernible pattern 
in the movement of prices. A fall in the 
stock price is as likely to be followed by a 
rise as by another fall: in the jargon, prices 
follow a "random walk”. 

A more ambitious version of the effi- 
cient-markets hypothesis claims that 
prices immediately take into account not 
just the share's price history but all in- 
formation as soon as it becomes publicly 
available. This is much more contentious. 
Stockmarket prices do react almost imme- 
diately to announcements of dividends, 
earnings and mergers. But if prices really 
captured everything, there would be no 
incentive to look for new information. At 
least a bit of “inefficiency” is necessary for 
information-gathering, and stockmarkets, 
to exist at all. Messrs Sanford Grossman 
of the University of Pennsylvania and Jo- 

*- seph Stiglitz of Stanford University were 
the first to develop this idea. 

Despite this qualification, the pre- 
sumption of the stronger version of the ef- 
ficient-markets theory is that price 
changes should happen if, and only if, 
new information has arrived. The recent 
crash and the crash of October 1987 both 
seem to conflict with that. But maybe not. 

Mr Burton Malkiel of Princeton Uni- 
versity tells a plausible story of how a small 
change in information before Black Mon- 
day in 1987 could have led to a large 
change in prices. Suppose investors buy 

| stocks solely because they expect to re- 
]'*'ceive dividends. The price they pay for the 
‘stocks should equal the discounted value 
“of these dividends. But dividends are 
risky: firms can become less profitable, or 
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On October 13th the value of the businesses quoted on Wall Street fell 
by nearly 7% in barely two hours. Can such a market be efficient? 
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go bust. The discount rate should there- 
fore be the sum of (a) the interest rate on a 
safe investment (like a government bond), 
and (b) a premium for the extra risk. 

In the months before Black Monday 
long-term Treasury bond yields rose by 
2l; percentage points. Investors should 
have discounted their expected future div- 
idends accordingly, judging their stocks to 
be less valuable. Fears about inflation and 
America's current-account deficit might 
well have led investors to raise their risk 
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premium, too, by half a percentage point, 
say. What precisely would that two-point 
rise in the discount rate imply for share 
prices? 

Mr Malkiel takes a specific example: a 
Stock with an annual dividend of $5 a 
year, which is expected to grow in future 
by 696 a year. With a discount rate of 
1196, the present value of that stock is 
$100. But with a discount rate of 1396, the 
present value is $71.43. Small changes in 
information about interest rates and risk 
can have a massive effect on prices. 

Such numbers make it surprising that 
stockmarkets are not even more volatile. 
Instead of swinging scarily up and down 
on the breeze of ever-changing informa- 
tion, they seem to march unsteadily in one 
direction for a while, and then break to a 
new level all of a sudden. So some econo- 
mists try to account for the crash of 1987 


as the bursting of a speculative bubble 

Investors, they say, knowin 
more for an asset than it i 
worth, in the belief they can pass it on 
more than they paid. A share; afte 
worth whatever someone else is 
pay for it. Investors realise ther 
chance of the bubble bursting. Th 
from holding and then selling the ; 
a higher price compensates ther 
for the chance of being stuck with the 
set whén the bubble bursts. 

The trouble is that this idea adm 
that the market was indeed "overvalue: 
before the crash of 1987. Hence, while thi 
market was efficient in one sense (it w. 
not letting anybody make profits th 
were out of line with the risks accepted 
was inefficient in another (it was measu 
ing values inaccurately). The chart sug 
gests a clear case of overvaluation. It com 
pares the yield on stocks with the yield: 
government bonds. In 1987 the yield o 
stocks fell as their prices soared, and thi 
yield on bonds went up. The gap betwee: 
the two lines widened. 77 RH 

It is hard to say, however, what the ga 
between bond- and equity-yields should. 
be. It all depends. For example, a strength. 
ening economy would justify a widening 
gap (ie, a fall in the yield on stocks). No 
body can be sure that the gap before th 
crash was “too big". Moreover, if the pre- 
crash rise was a bubble, as the idea of an 
excessive gap implies, what caused the 
speculation in the first place? Both th 
British and American stockmarkets 
reached their peaks in August 1987 ani 
then declined in the weeks before the 
crash. The bubble theory suggests that. 
prices should rise up to the very moment 
of crashing. ; 

So questions remain to be answered. It. 
is at least clear, though, that during the: 
crash of October 1987 the stockmarket: 
was deficient in its day-to-day operations. 
On Black Monday so-called value traders 
(buyers who judge bargains by the funda 
mentals) bought fewer stocks than might - 
have been expected once prices had falle 
precipitously. This was probably for tw 
reasons. Worries about counterparties 
ability to deliver or settle may have led 
traders to shy away. Also, portfolio insur. 
ance—which involves selling stocks wher 
the market falls—added to market volatil 
ity. This, in turn, may have heightened in 
vestors' fears about risk. 

If new information moves the market, 
that is “efficient”. If a change in the mar. 
ket's calculation of risk moves the market, 
that is "efficient". And if a change in the: 
market's appetite for those calculated 
risks moves the market, that is "efficient" 
too. Probably all three had something t 
do with both crashes. Efficiency, in sho: 
has nothing to do with stability. — ^ 
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Sold, to the chubby man in spectacles 


ally commanded for companies in the in- 
istry. They are more interested in whether 
acquisitions fit into their long-term strategy. 
emens, a West German electrical multina- 
onal, has still to show a profit on its 30-odd 
sitions in the United States. It would 
refer to be making money but says it is not 
ularly worried that it is not. The com- 
$ main aim now is to win a reputation 
“customer service that will make it 
undly profitable in the long term. 
Aost foreign companies are willing to 
a premium to avoid a hostile takeover 
e. They fear the sort of xenophobic 
klash that Britain's Beazer faced in 1988 
messy but eventually successful strug- 
o take over Koppers, a Pittsburgh con- 
ion company. Often Japanese 
uirers are not merely willing, but are ac- 
lly eager, to pay a bit extra: to try to make 
rybody involved feel happy about the 
| and so contribute to its success. 
<This is a part of Japanese corporate cul- 
ure that seems to work. Studies by Mr Mar- 
tin Starr of the Columbia Business School 
show that in the United States Japanese- 
wned firms have lower rates of absenteeism 
d management turnover, higher product 
uality and closer links with customers than 
save European-owned competitors. 
n their purchases of property in the 
ited States, the Japanese also routinely 
ay above market prices. Mr Michael Kane, 
he director of the us-Japan International 
Management Institute at the University of 
entucky, thinks he knows why. He notes 
that even prime property in midtown Man- 
ttan is cheap when compared with prices 
n the business district of Tokyo. The rise in 
he value of yen and of the stronger Euro- 
pean currencies against the dollar during 
he 1980s has, he says, also helped make 
American land look a bargain to foreigners. 
American businessmen remain scepti- 
al. They note how many foreigners have 
_been unable to earn a decent rate of return 
-on their property and corporate assets in the 
United States during a boom. And they 
wonder how these will fare during a 
“recession. 
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Olympian irritations 


WASHINGTON, OC 


CARTEL that helps consumers? 

That rare beast has been positively 
identified by the Brookings Institution in 
a paper on televising the Olympic 
Games. The American networks bid 
against each other for the broadcasting 
rights; the Europeans submit a collective 
bid. Result: for the 1988 summer games 
in Seoul, America’s NBC paid $300m. All 
of Western Europe paid $28m. 

Undeterred, NBC has paid $401m in 
auction for the 1992 summer games in 
Barcelona and ces $243m for the 1992 
winter games in Albertville, France, and 
$300m for the 1994 winter games in 
Lillehammer, Norway (held to discon- 
nect the four-year cycles of winter and 
summer games). ABC, the third Ameri- 
| can national network, did not bid. It is 
still smarting over its $65m loss on the 
$309m it paid for the 1988 winter games 
in Calgary, Canada. 

American viewers get the same supply 
of pictures as Europeans but are bom- 
barded with up to 17⁄2 
minutes of advertising each 
hour as the network tries to 
recoup its outlay. NBC inter- 
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rupted its Seoul coverage with more than | 
5.000 commercials. In the Calgary games | 
three goals were scored in an ice hockey | 
game between Czechoslovakia and the | 
United States while ABC was airing | 
commercials. | 
Mr Robert Lawrence, the author of | 
the Brookings paper, wants an American | 
body to hold an auction for the rights to 
broadcast the games in America and | 
then to submit an offer that is based on | 
what other nations pay. The number of | 
commercials would be limited. The dif- | 
ference between the successful bid in the | 
auction and the lower bid submitted | 
would be used to subsidise the training of | 
America’s Olympic athletes. i 
The chances of this happening are 
nil. The American networks are far too 
competitive to form a European-style 
cartel, particularly now that they. have 
found a way to spread some. of their 
costs: CBS has resold the rights to broad- 
cast the less popular sports to the cable 
network of Turner Broad- 
casting. The big losers in 
this competition are Ameri- 

can consumers. 






















Foreign investment in Hungary 
Testing the water 


BUDAPEST 


FTER dithering between offending East 
Germany by letting fleeing East Ger- 
mans cross its western border, and offend- 
ing West Germany by keeping its border 
closed, Hungary decided that offending its 
Warsaw pact ally was the lesser of two evils. 
A look at which side Hungary’s brot is but- 
tered these days makes it clear why. Eastern 
Europe’s most persistent wooer of western 
businessmen, Hungary is at last reaping 
some real benefit from years of experiment- 
ing with a variety of joint ventures and di- 
rect investment. 

Attracted by the country’s reformist 
zeal, cheap labour and new legislation allow- 
ing 100% foreign ownership of Hungarian 
enterprises, western companies are making 
the kind of investments that Hungary’s ail- 
ing economy needs. So far this year the 
number of joint ventures has more than 
doubled, to more than 600, although many 
are tiny. Earlier this month the Tengelmann 
Group, one of West Germany’s largest re- 
tailers, together with other western inves- 
tors including Finland's Nokia and Hol- 
land's Philips, spent $9.8m on an 18% stake 
in the Skala Co-op, a large Hungarian re- 


tailer. Hundreds more deals are under nego- 
tiation. À group of western financiers and 
the National Bank of Hungary recently set 
up the First Hungary Fund, which will in* 
tially raise $50m for direct equity. inves 
ments in Hungarian companies. 

This flow of deals still represents a drop 
in the ocean to a country with a net foreign 
debt of $17 billion, no economic growth and 
inflation estimated at 16%. Nevertheless 
western investors, whether as joint-venture 
partners or owners, bring not only working 
capital into the country, but also know-how, 
technology and needed management skills. 
Existing joint ventures have achieved sales 
per employee three times higher than the av- 
erage for Hungarian. industry. 

Investors not wishing to set up a com- 
pletely new venture are finding that Hun- 
gary, despite 40 years of socialist mismanage- 
ment and misinvestment, also has a few 
rough diamonds to offer. In August. Brit- 
ain's Telfos engineering company took a 
5196 interest ín a new joint venture formed 
by its subsidiary Hunslet Holdings and the 
state-owned Ganz Railway Engineering. It 
thus became the first western company to 
















A Budapest light-bulb sale 


nntrol a Hungarian manufacturer. 

Other ground-breaking deals in the past 
few months include: a consortium of west- 
ern banks buying 49.65% of Tungsram, a 
Hungarian light-bulb producer with 5% of 
the world market; a software and computer 
company, Novotrade, becoming the first 
company from a Comecon country to 
launch a share issue on a western market; 
and Citicorp’s joint venture bank in Buda- 
pest putting together Hungary's first man- 
agement buy-out of a state-owned company, 
that of Apisz, the country’s largest statio- 
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nery supplier. 

Despite this progress, western investors 
rightly remain wary, investing only tiny 
amounts in most joint ventures. The gov- 
ernment's continued taste for interfering in 
industrial management, and Hungary’s lack 
of infrastructure—the telephone system is a 
disaster—are the biggest problems facing 
western businessmen. Future problems may 
also be caused by opposition to privatisation 
from the Workers’ Councils, which run 
three-quarters of Hungary’s state enter- 
prises. Finally, Hungary's inability to pro- 





Delightful dollars 
BUDAPEST 
UNGARY'S economy has been di- 
agnosed as a split personality by the 
country's leading economists. Half the 
export economy is devoted to competing 
in the West and trading in dollars while 
the other half barters its products in the 
East for transferable roubles, Comecon’s 
sad excuse for a currency. Reformers ar- 
gue that Comecon trade is a tremendous 
burden on the rest of the economy, en- 
couraging Hungarian exporters to rely 
on government subsidies and to produce 
goods too shoddy for export to the West. 
But how can Hungary cure this ill- 
ness? Dump the rouble and use the 
American dollar. Only a year ago when a 
young Hungarian economist, Sandor 
Richter, proposed this idea, he was cov- 
ered in scorn even by reform economists. 
But times have changed and many estab- 
lishment economists, along with Mr 
Rezso Nyers, the leader of Hungary's re- 
named but still ruling Socialist party, are 
toying with this idea. 
Surprisingly, the Soviets have been 
| enthusiastic too. In fact, they have com- 














plained that the Hungarians are dragging 
their feet on working out the details of a 
tentative agreement to expand dollar 
trade after January, 1991. About 1096 of 
Hungary's annual trade with the Soviet 
Union is already priced in dollars 
(mainly grain and oil). | 

Unfortunately, the initial cost to the 
Hungarian economy of switching to dol- 
lar trade will be large, a fact which partly 
explains why the Hungarians are wary | 
and the Soviets keen. If the structure of 
trade between the two countries did not 
change radically, Hungary would incur at 
least a $1 billion trade deficit with the 
Soviet Union because it imports most of 
its oil, gas and other raw materials from 
its big neighbour. But in the long term 
the benefits would be tremendous. Hun- 
garian companies would have an incen- 
tive to become more competitive and 
trade flows with the West would certainly 
expand unless the Soviet Union in- 
creased its own competitiveness. Financ- 
ing the initial deficit remains the biggest 
stumbling block. But the Russians have 
amazed the Hungarians by saying they | 
are willing to offer assistance, presum- | 
ably because they, too, would rather 
trade in dollars than roubles. 
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vide easy access to the potentially lucrative 
Soviet market—through no fault of its 
own—also discourages foreign inves 
although this may be changing (see box). If 
Hungary's government is going to turn the 
present modest inflow of foreign capital into 
a flood, it will have to put a telephone on 
every desk and get itself out of every office 
and factory. 
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French wine 
Vintage inflation 


BORDEAUX 


HE wine will not be sold until next 

spring or delivered until 1992. But 
prudent Bordeaux growers are already s 
ing that, if all goes well, 1989 claret could 
rival the great vintages of the century: 1961, 
1945 and—don't be superstitious— 1929. 

After a consistently warm summer, hare 
vesting began early, at the beginning of Sey 
tember. The grapes were in good hez 
Rain, which can spoil promising harves 
held off. If the wine is as good as predicted, 
1989 will cap an extraordinary decade for. 
Bordeaux, which accounts for about 30% of 
France's FFr35 billion ($5.5 billion) wine 
business and 3896 of exports of French quz 1 
ity wine. For claret, 1982, 1983, 1985, 1986, 
1987 and 1988 all rank as fine years. 1989. 
would make a seventh. 2 

It was not always like this. From the- 
1940s to the 1970s there were only two to 
three top vintages a decade. In addition, 
during the early 1970s, Bordeaux’s reputa 
tion was battered by an adulteration scan- 
dal, which toppled one of the city’s worthi- 
est dynasties, the Cruse family of brokers. In 
one dark cellar, the story goes, a govern- _ 
ment inspector found scrawled in chalk on 
the side of a vat: “Bad Bordeaux: sell to 
America as Beaujolais”. 

All that is over, insist growers in Bor- 
deaux. They put their 1980s success down to 
an extraordinary run of good summers and 
to better know-how, much of it from 
fornia. Bordeaux growers are "more disci- 
plined", according to Mr Peter Sichel, — 
whose interests include a broking house, 
Maison Sichel, Chateau Palmer and Cha- 
teau d’Angludet. Less wine goes to waste be- 
cause of careless handling. The quality of 
the "smaller" wines has risen. 

Bordeaux, here, has simply followed the 
trend to quality, as people the world over 
drink less but better wine. In 1950 only 60% | 
of Bordeaux's production was appellation 
controlée, and 40% more humble vin. 
ordinaire. Nowadays, only 696 of Bordeaux 
wine is sold as plonk. J 

Success has naturally attracted outsid- 
ers. Multinationals with drinks interests— — - 
Allied-Lyons, Bass, Grand Metropolitan, - 
Seagrams and Suntory—have bought up 
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top vineyards, either directly, or through 
Bordeaux wine-brokerage houses. So have 
French institutional investors. One insur- 

group, Axa-Midi, has  Pichon- 
gueville, a top chateau. Another, GMF, 
owns Chateau Beychevelle. Banque Paribas 
wns 35% of Chateau La Lagune as well as 
Mestrezat, a broker which in turn has sev- 
ral fine vineyards. 

It is nice for the chairman to be able to 
offer his own wine at lunch. But these in- 
ents are for more than prestige. “We 
lots of forests," one insurance man 
says, “so why not the best vineyards?” Buy- 
ers are looking less for year-to-year profits 
th an for long-term capital gains. 
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Another great year in Bordeaux 
There were gasps two years ago when 
- Pichon-Longueville, together with its stocks 
of wine, changed hands for an estimated 
FFr200m. This was nothing beside the sale 
- last May of neighbouring Latour, one of the 
‘top vineyards in France. The heirs of the 
‘previous owner had sold it in 1962 for 
FFr80m in today's money. Allied-Lyons 
„pa d FFr605m to Pearson, a publishing em- 
pire which owns the Financial Times, 
(which in turn owns 50% of The Economist) 
for its 53.5% share of Latour. That gives an 
estimated total value of FFr1.1 billion, or 26 
times earnings; Latour's pre-tax profits for 

- 1988 were reported to be FFr43m. 
— To family growers, who are still a major- 
ity in Bordeaux, this inflation is exquisite, 
provided they want to sell. Those who prefer 
to keep their business in the family, like Mr 
- Bruno Prats of Cos d'Estournel, have a 
« pue when the head of the family dies. 
France's inheritance taxes, he complains, 
- are calculated on the current market value 

of the property. 

The pressures of marketing a luxury 
_ show up in other ways. High interest rates 
have pushed wine-brokers to find new ways 
of getting wine to the consumer as fast as 
possible. This autumn Intermarché, a big su- 
permarket chain, put 1.2m bottles of 1987's 
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finest Bordeaux on its shelves at 
down prices. It disappeared in days. 

Bordeaux vineyards probably cannot 
count on another decade like the 1980s. On 


top of this, competition from American, 
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knock- 
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Spanish and Australian wines is making top 
French wines harder to sell in America’s 
huge wine market, which has stopped grow- 
ing. For the 1990s, Bordeaux's vintners are 
looking eastwards, to Japan. 
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Japan’s carmakers 


The car as fashion statement 


TOKYO 


The Japanese car market booms on. 
much more stylishly. Great news for them. 


make cars faster, cheaper, 


Japan’s carmakers are learning to 


Terrible news for their rivals in America and Europe 


AST spring, Japan’s carmakers were wor- 
ried: worried that they might be over- 
investing abroad; and worried that the 
home market, sluggish for three months 
while buyers waited for tax changes, would 
stay depressed after four years of growth. 
Such fears have evaporated. When Tokyo's 
annual motor show opens on October 26th, 
Japan’s car companies will celebrate the best 
year ever for the domestic car market. They 
will also unveil a parade of stylish new mod- 
els for Japanese buyers that could herald an- 
other leap forward in their ability to com- 
pete abroad. 

On October 16th the industry leader, 
Toyota, said that its domestic sales jumped 
14.4% in the six months to September over 
the same period last year. Second-ranking 
Nissan announced a 19.7% increase. Sales 
are booming at other companies, too. With 
incomes rising fast and April’s tax changes 
cutting the price of big cars by 10.5%, total 
domestic sales in the first nine months of 
1989 grew by 15.3% over the same period 
last year despite January-to-March’s contrac- 
tion. In all of 1988, sales rose 13.5% over 
1987’s level, double the world rate. 

Officials at the Ministry of International 
Trade and Industry (mrm) believe the pace of 
growth cannot last. They have told the car- 
makers to cool their investments. For the 
year to April 1990 these are planned to be 


passenger cars, 1988 


Japanese car companies grow at home too 
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more than ¥1 trillion ($7 billion). If the car- 
makers do not cut back, fear the men from 
MITI, the next downturn in the market will 
force them to use that new capacity for ex- 
ports. A new car export boom is the la^ 
thing Japan needs at this delicate stage of i 
relations with Europe and America. 

The carmakers are miffed. They con- 
cede that demand may ease next year, but 
argue that Japan's car market is now enter- 
ing a period of long-term growth. The aver- 
age time after which people replace their 
cars with new ones, already the shortest in 
the world, is getting shorter still. Rural fam- 
ilies are starting to own two cars. Women 
are driving more: the number of women 
with licences has grown by 8296 since 1980, 
compared with a 2396 increase for men. 

Government plans to extend Japan's 
paltry 2,700 miles of motorway to 8,700 by 
2010 will help things along. The long-held 
assumption that car ownership in cramped 
Japan would always be below that of other 
countries is being reassessed. Japan has 243 
cars per 1,000 people, compared with 370 in 
Britain, 454 in West Germany, and 588 in 
America. A modest increase in Japan's ratio 
would mean an explosion in sales. t 

Traffic congestion, already dire, will g 
worse, not better. That may not matter. Mil- 
lions of Japanese consumers now view cars 
more as fashion items or adult toys than as 






BUSINESS continues on page 91 > 
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Clearly the judges had no difficulty 
in voting Camus the best cognac in the world. 


In 1984, we at Camus 
decided for the first time 
to enter our 
XO Cognac in the 
International Wine and 


Spirits Competition. 





Camus XO 
was deliberated upon 
by a collection of 
the most highly-qualified 
palates in the world, 
who duly pronounced 
the Camus XO 
a worthy winner of the 
gold medal. 
In 1987, we entered again, 
this time with 


Camus Extra 





Not surprisingly it, too, 
won the gold medal, 
leaving Camus with the 
enviable record 
of two entries and two 
gold medals. 
Incidentally, no gold 
award was given in 1988 
Coincidentally, 
Camus did not enter 


that year. 


CAMUS 


COGNAC, FRANCIE 
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Both carry the same weight with us. 


Fly on our engines, we'll back you 100%. 
That's a promise you can count on whether 
you've got a fleet of one or a thousand, 
no matter if you're an old customer or new. 

Sounds like the same old blue sky? 

Ask anyone operating GE Aircraft Engines. 
And ask the tough questions. 

Whose Technical Representatives are 
always there to provide total support and 
the right advice? 

What company's global parts system 
works so fast that anything from a pump to a 
complete engine can be delivered anywhere 
in the world in 24 hours or less? 

And which family of commercial aircraft 
engines has continuously raised the industry's 
expectations for dispatch reliability and 
operational economy? 

They'll tell you it's GE Aircraft Engines. 
Because whether they are large or small, 
they know nobody carries more weight with 


us than our customers. 
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of getting around. The ultimate ex- 
pression of that may be plans of Wacoal, a 
lingerie manufacturer, to sell its own sports 
car, the Jiotto Caspita, in 1991. 
' Many cars are only driven on the occa- 
‘sional weekend. The consumption tax intro- 
duced in April has removed the tax bias 
against models with: engines over 2,000cc. 
: «Japanese buyers now want bigger cars. They 
‘also want smarter cars, not just boxes on 
wheels. As a result, the market has begun to 
segment, with the fastest-growing bits being 
i ' (ie, sporty models) and 
creational vehicles such as four- 



















"The customer we had in mind," says 
project manager of Silvia, a hot-selling 
-sporty new Nissan model, "is a 27-year-old 

who takes his girlfriend out to dinner. When 
he drives her home, her father, who meets 
:,them on the doorstep, is about to tell his 
aghter her new man is too young. Then 
ees the car, and changes his mind.” This 
fantasy is a far cry from the traditional image 
of the workaholic salaryman with his regula- 
tion. white Toyota. 

; Foreign carmakers, who supply one- 
third of the cars over 2,000cc (even though 
imports’ total market share is under 4%), 
have benefited most from these changes. 

The West Germans have done best. Imports 

grew 36% in 1988, and have grown 37% so 
far this year. Some Japanese carmakers have 
"teamed up with foreign companies to dis- 

tribute foreign luxury cars in Japan. Toyota 
says it will lease such vehicles from next 
year. Eventually, Japanese companies want 
to cater to these new preferences 

themselves. . 

; One way is simply to build grander cars. 

Nissan has already had success with the 

Cima luxury saloon. Last week Toyota re- 

leased in Japan its Lexus, which had been 

aimed first at the American market. Lexus 
mes with ultrasonic door-mirror cleaners 
wid an optional fax machine in the glove 

“compartment. On October 17th Nissan 

showed Japanese buyers its new top-of-the- 
line saloon, the Infiniti, and Toyota 
launched an updated MR2 sports car. Next 
year should see  Honda's supercar, 
codenamed the Ns-x and priced at $60,000. 
Another way to respond to changing de- 

mand is to improve the design of new mod- 

< els. Nissan's board decided a few years ago 
.. to stop interfering with designs once they 
had been finalised. The result has been less 
‘chrome, less wasted time, and a crop of ex- 
„citing new cars to show in the firm's snazzy 
5 showroom at a busy Ginza crossroads in To- 

“kyo. It helps that Japanese carmakers change 
"their model-ranges every four years, not ev- 
ery seven or eight as do their American and 
~ European counterparts. 
5$ Catering to choosier customers at home 
_» forces Japanese carmakers to accelerate their 
move to flexible production, an ominous 
-development for competitors abroad. If a 
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factory can produce several models on the 
same line, it can use its capacity more effi- 
ciently as individual model sales rise and fall. 
That flexibility outweighs the savings lost by 
smaller production runs. It also gives Japa- 
nese carmakers a critical marketing edge. 
This year Nissan has been selling two 
unusual models in Japan in quantities that 
would usually be too small to be economic: 
the Pao, a strange-looking mini-car made 
only to order, as was its precursor, the popu- 
lar but loss-making Be-1 that was styled by a 
fashion designer. The Pao compensates for 
its small sales by commanding a price of 
¥1.4m, compared with less than ¥1m for 
comparably sized models; and the S-cargo, a 
snail-shaped (geddit?) light delivery van that 
will be on the market for only two years. 
Nissan has also been taking advantage 









of flexible manufacturing in its more trad 
tional models. Its ae a mid-sized yupp 
sports car available only in Japan, m be 
dered not just with the conventional choi 
of seats, wheels, windows and engines, 
also with any of half a dozen suspensions. 
will be delivered in three weeks. So far 
though, Nissan has not achieved Honda’ 
trick of making four different models on 
single production line in Japan. 

As computerised order entry, sitter 
model changes, ever-lower inventories at 
shorter delivery times spread through 
industry, Japanese carmakers will become 
thunderingly competitive. Undoubtedly 
they will then turn their attention to cater- 
ing to the slightest whims and fancies of cat 
buyers from Boston to Bologna. 
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N THEIR search for upmarket auto- 
motive gimmicks, Japanese car com- 
panies have been busily one-upping each 
other. In addition to the now mundane 
car telephone, Toyota offers an in-car 
fax, useful for driving in a country where 
there are almost no street-names and 
where people routinely send each other 
faxed maps of meeting-places. 

Nissan has gone one better. Since 
June, it has been selling an “in-car navi- 
gation system" as part of an upmarket 
video-and-stereo installation. It comes as 
standard on the ¥4,715,000 ($33,000) 
Cima model, and can be bought as a 
¥350,000 option on a slightly cheaper 
Cedric. 

The system, over which Nissan’s engi- 
neers slaved for eight years, consists of a 
set of maps of Japan, Tokyo, Osaka and 
Nagoya stored on an optical disc, a 6- 
inch colour television set where they are 
displayed, a magnetic compass, a set of 
sensors on each wheel that update the 
car’s position every couple of metres, 
and three microprocessors to make the 
whole thing work. - 











Dazzling dashboards 


By touching the screen, the driver. - 
puts in his present position, and any one. 
of 30,000 pre-programmed destinas: | 
tions—such as golf clubs, hotels, depart- ~ 
ment stores—conveniently aimed at rich 
customers. The system then continu 
ously updates the car's position and the 
direction to aim for. Its detailed city 
maps allow the driver to negotiate that. 
dificult junction in Shibuya; and while . 
the car is in motion, à specially-edited 
version of the map makes it easier to con-^ 
centrate on just the essentíals. 

Despite the fact that the machine 
sometimes makes mistakes, and is a bit: 
cumbersome to programme, it is mori 
than just a gimmick. It could become an 
invaluable tool for Tokyo's breathtak- 
ingly incompetent taxi-drivers, who usu 
ally ask their customers for directions. 
Aspiring drivers of London taxis, for 
which Nissan already makes engines, 
would like it even more: the system 
would save them the two-year ordeal of. 
learning "the knowledge" — their way: 
around London, quick routes and : 
that is needed for a taxi licence. 




















































































































Financial year ended 30 dune 1989 





" Group exploration 























W New investments included an 
additional 5 per cent of 
Associated Manganese 
Mines' ordinary shares, the 
entire equity of the Lavino 
chrome mine, 29,9 per cent of 
North Sea & General's 
ordinary shares and 100 per 
cent of its convertible 
unsecured loan stock, and a 
41,6 per cent interest in AA 
Life Assurance Association. 
Major new industrial invest- 

ments included the purchase of 
the business of Mooi River 
Textiles, and Siltek's acquisition 
of 40 per cent of M&PD 
Electronics and 25 per cent of 
Q Data. Since the year end, 
Consol has acquired the entire 
equity of The Goodyear Tyre 
and Rubber Company, Siltek 
bought 76 per cent of the local 
operation of US-based Hewlett- 
Packard and has made an offer 
for the remaining percentage of 

M&PD Electronics, while 

Grinaker Holdings has made 

an offer for a JSE-listed cash 

shell into which it plans to 

reverse its restructured 
electronics interests and 

rename Grintek Limited. 





E The collective distributable profits 
of the Group's four gold mines — 
Hartebeestfontein, Eastern 
Transvaal Consolidated Mines, 
Loraine and Village Main Reef — 
rose to R231 million (1988: R204 
million), while total dividends 
declared were R225 million 
(R208 million). 


@ Associated Manganese Mines’ 
earnings for the first six months to 
30 June at R86,7 million were 387 
per cent higher than for the 
corresponding period of 1988. 


W Exploration expenditure totalled 
R80 million, of which R38 million 
was for mineral rights. The 
current year's figure is expected 
to rise to R125 million, of which 
R8 million is for Oribi and R93 
million for Sun (both gold projects 
in the OFS). To date, R23 million 
and R140 million has been spent 
on these areas respectively. 


E Anglovaal Industries’ earnings . 
rose by 17 per cent to R164,6 

million and its dividend was 
raised by 20 per cent. 





ll Group earnings grow by n Over past five years, earnings 
26 per cent and . rose by average of 28 per costs rise to R80 
dividends by 17 per cent cent and dividends by million 
19 per cent annually 
Anglovaal Group 1989 1988 Dividends and earnings 
managed companies R million R million change (cents per share) 1989 1988 
Dividends 760 650 
Turnover 7 413 6054 22 Eamings 4265 8.395 
“Earnings 909 740 23 as 
sat Source 
Total assets 7 684 6 704 15 of earnings Bm h% Rm % 
No. of employees 85 000 84 000 Gold mining ^ 944 19 328 23^. 
Other minerals and metals 316 .17 144 10°. 
Group Construction and electronics 107 6 70 5 
consolidated result R milli R milli Diversified businesses 3131 147 291 20 
psuns mitton hm million Dry food and beverage 23,8 13 23,0 16 
Frozen food 244 13 191 13 

Turnover 4 803 3913 23 Packaging yn 16 22,1 15 

Earnings 183 145 26 icd an o0 e» mo 

Dividends 33 28 17 182,6 100 145,3 100 





ll The current year's results will 
depend on the economy, the 
rand prices received for gold 
and other metals, the inflation 
rate, and improved productivity 
and labour relations. 
Nevertheless, Anglovaal 
expects to increase its 
consolidated earnings, 
particularly with a full year's 
income from recent 
acquisitions. 


Basil Hersov 
Chairman 


18 September 1989 

















* The Doris s annual. deni meeting: 






wit be held at Angiovaal House, 56 Main 
Stre area, at 09: 30 on Fadey, 
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T WAS a scary story, that began late on 

Friday October 13th when New York's 
Dow Jones industrial average suddenly fell 
by nearly 796 inside two hours, threatening 
a repeat of Black Monday, October 19 1987, 
The following week, all appeared to be well; 
one way or another, a collapse was averted. 

it it is by no means clear that the story is 
sv ver. It is not yet safe to walk the streets of 
lower Manhattan. 

One problem is that this story has two 
scripts, not one. Japan-bashing has become 
a popular pastime in America this year, 

» spread by conversions to this faith at publi- 
cations such as the New York Times, Bust- 
ness Week and Newsweek. That is why a 

popular explanation of the events of Friday 
=the 13th starts with a conspiracy theory: Ja- 

“pan wanted to teach America a lesson by 

pulling out of the $7.2 billion leveraged buy- 
out (LBo) for United Airlines. 

For once, however, truth is not stranger 

than fiction. The accurate script is that 
| bankers, regardless of nationality, were 
= asked to lend money to one of the riskiest 

LBOs yet devised, without the benefit of col- 

"lateral.and on lousy terms. They refused, 

and layers of takeover-induced froth sud- 

‘denly disappeared from New York's market. 

Bank supervisors around the world, who 

fret that banks’ LBO exposures could be- 
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come the successor to their third-world 
loans, will have applauded. 

Even the market’s rescue does not re- 
quire a conspiracy theory. Over the week- 
end, central bankers, led by Mr Alan 
Greenspan, made it clear that, if necessary, 
they would pump liquidity into the financial 
system on Monday morning. The Tokyo 
stockmarket was reassured by that—and in 
any case had no takeover premium to lose, 
and no particular worries about fall-out 
from an end to LBOs in America. Since most 
of the banks involved in UAL happened to 
be Japanese, the pull-out also suggested a 
more profit-oriented and prudent approach 
to overseas lending by Japanese banks. So 
Tokyo fell by only around 1.8%. Thus it 
failed to hit its limits for daily price move- 
ments—without even needing to be rigged. 

Despite that reassuringly dull explana- 
tion, danger still stalks the markets, espe- 
cially New York’s. That menace is neither a 
mad axeman, nor a Japanese ninja, but 
rather a large and grizzly bear. For behind 
the specific catalyst of the UAL deal lies a 
more general issue in the markets. Of late, 
takeover deals and bank lending have too 
often been guided by an over-optimism pro- 
duced by seven successive years of economic 
growth. The resulting enthusiasm for debt 
has been further fuelled by the tax breaks 











Washington gives to borrowers. The goo 
times may have dulled sensitivities to r 

but if a recession arrives next year, sensitis 
ities to pain may prove undimmed. 








Pity the central banks 


By itself, the stockmarket crash w 
been worrying enough. True, 
share values has so far been a lot 
than that of Black Monday and its after 
two: years ago. Also true, the expe 
that earlier debacle strengthened the | 
cial systems of America and the othe 
industrial countries. It did so by letting | 
central banks practise their liquidity-prov 
ing crash-rescue methods, by proving to th 
markets that those methods can work, a 
by prompting changes in the way stc 
markets are run. In all these ways, Friday th 
13th was less of a nightmare on Wall Str 
than Monday the 19th. And yet the stock- 
market demands to be taken seriou: 
Other things being equal, a crash is a warn 
ing of economic trouble ahead. 

What makes matters worse is this week 
portent of deterioration in America’s exter- 
nal deficit. On October 17th, officials an- 
nounced that America’s trade deficit rose to 
$10.8 billion in August from $8.2 billion in 
July (which had itself been revised up from 
$7.6 billion). That was the biggest gap sino 
December, and far worse than the marke 
expected. It renewed fears that the earlic 
months of improvement in the deficit’ h 
come to an end. 

This complicates monetary policy i 
mensely. The crash, on the face of it, calls 
for looser policy. Accordingly, the Feder 
Reserve allowed its Fed funds rate to slip to 
8.7% from 9% last week; short-term mone 
market rates fell by about half a percentag: 
point. The market knows that Mr. A, 
Greenspan will pump more money into th 
economy if share prices slide again. Ita 
knows, with hindsight, that monetary policy 
was eased rather too much in 1987-88 in 
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ome countries. In Britain it stoked up the 
inflationary boilers. As a result, the econ- 
my now faces the threat of recession 
rought on by anti-inflationary monetary 
olicy. Complicated indeed. 

The rise in America’s external deficit, 
like the crash, points towards a tighten- 
"of policy rather than a relaxation. It 
ks of ‘a:continuing excess of domestic 
lemand—and of a possible fall in the dollar, 
'hich fell on the trade news, and now sits 
y lower against the D-mark than a month 
go. A weak dollar, however much the 
toup of Seven finance ministers might 
wish to see it, adds greatly to inflationary 
pressure in America. That pressure may 
soon be a worry in its own right. One sign of 
was the rise of 0.9% in producer prices in 
ptember—a figure that was released on 
riday the 13th and may well have played a 
art in causing the crash. Another is that 
it labour costs have risen at an annual 
e of 512% since the end of last year, com- 
„pared with 3% in 1988. 

The worst enemy of any anti-inflation 
policy is uncertainty. It is also the worst ene- 
y of stockmarket stability. That is a pity, 
because uncertainty is currently one of the 
few things, apart from lawyers, that America 





























































































markets are in the mood to 
be unsettled, they take 
fright all too easily. Mr 
Greenspan’s speech in 
Moscow a few days before 
the stockmarket fall warned 
of the dangers of attempt- 
ing to maintain. unrealistic 
exchange rates. His com- 
ments were aimed at the 
communist countries, but 
were seized upon by some 
in the markets as evidence 
of the Fed's reluctance to 
cut interest rates. to help 
lower the dollar. The Fed 
says there is no policy rift 
between itself on one síde 
and the Bush administra- 
tion and the rest of the G7 
on the other. But who can 
blame the markets for suspecting otherwise? 

Such doubts are reminiscent of earlier 
attempts at international | co-operation. 
Some economists blame the 1987 crash on 
the attempt to stabilise exchange rates at the 
"wrong" level—then governments were try- 
ing to prop the dollar up, not drive it down. 
On this view, suppressing volatility in one 
sphere of the international economy (cur- 
rencies) merely shifted it elsewhere (share 
prices). Is history repeating itself? 

With fiscal policy paralysed to all intents 
and purposes, the task of curbing demand 
and inflation must fall to monetary policy— 
in other words, to higher interest rates. But 
that seems to clash both with post-crash pri- 
orities and with the G7’s plans for exchange 
rates. Plus ca change. For years, American 
economic policy has been the story of one 
partly uncontrollable instrument—interest 
rates—having to balance a fluctuating set of 
different policies. The dilemmas that pro- 
duces will become sharper in the coming 
weeks, 

Unless, that is, America’s run of luck 
continues. If the crash has any effect on the 
economy it will be to dampen down con- 
sumer spending. It could therefore supply 
precisely the sedative that the economy still 
seems to need, and perhaps even resume the 
shrinking of the external deficit without the 
need for dearer money. The crash of 1987 
almost certainly had a virtuous effect of this 
sort. It pushed America’s savings rate up a 
bit, because people saved more to rebuild 
their financial wealth, and it even spurred 
some action on the budget deficit. This, as 
much as the dollar’s fall from its peak in 
1985, may account for last year’s improve- 
ment in the external deficit. 

However, the risks of things going 
wrong are clear. No doubt fiscal and mone- 
tary policies leave a lot to be desired as tools 
for managing demand. Steering the econ- 
omy by financial crashes looks even trickier. 
= 









































Rocking all over th 


N the Dow Jones industrial aver- 
V- age fell 190 points, or 7%, on Octo- 
ber 13th, its 12th biggest percentage de- 
cline. this century, stockmarkets around 
the world trembled. After a nervous week- 
end, the Dow rose 88 points on October 
16th and most stockmarkets celebrated. 

The return to calm should not be exag- 
gerated. Trading remained frantic. The 
416.3m shares traded in New York on Oc- 
tober 16th marked the fourth-busiest day 
since “Black Monday”, “Terrible Tues- 
day" and “Wicked Wednesday” in Octo- - 
ber 1987. The rally in prices was also 
weirdly uneven. Although the Dow rose 
strongly, reflecting buying of blue: chips, 
the prices of many other shares fell: 
the New. York Stock Exchange. n 
shares fell. in price than. rose; while the 
Nasdaq composite index which measures 
pot in the over-the-counter market also 

ell. ot RM S 
Such an uneven rally caused many Wall 
Streeters to suspect 
that the markets had 
“been. manipulated. 
Throughout much of 
the weekend there 
had been a stream of 
reassuring comments 
from officialdom in- 
cluding from the Fed- 
S eral Reserve. As it 
was, the rally was sus- 

| piciously quick. 
| On October 16th the Dow initially 
opened down 60 points, reaching an intra- 
day low of 2,493. Then stock-index futures 
traded on the Chicago Mercantile Ex- 
change rallied about nine points in 
minutes, which is equivalent to about a vv- 
point rise in the Dow. lt was this rally in 
Chicago's futures markets which turned 
the stockmarket round. 

But there was one area of the stock- 
market which kept on falling on October 
16th. That was the shares of companies 
caught up in takeover activity, which were 
the cause of all the panic in the first place. 
The transport index plunged 102 points, 
or 796, on October 16th mainly because of 
a collapse in the share prices of two air- 
lines, United Airlines (UAL) and American 
Airlines (AMR). United fell from from $280 
to $228, and American from $98.5 to 
$76.5. The panic liquidation continued on 
October 17th with UAL falling to $199, 

It is United which has been the centre 
of attention. A surprise announcement on 
October 13th. that UAL’s management 
could not complete:a $7.2 billion financ- 
ing for a proposed buy-out of the airline 
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finally unnerved the stockmarket just four 
days after the Dow had reached an all-time 
high of 2,791. The lead banks, Citicorp 
and Chase, could not raise the money they 
had hoped to get from the Japanese banks. 

Within 65 minutes of the UAL an- 
nouncement the Dow lost 2096 of the 
ground it had recovered since the crash of 
October 1987, as huge speculative posi- 
tions in UAL and other takeover shares (of- 
ten purchased on 9096 credit by Wall 
Street's risk arbitragers) were sold. 

The United deal 
Citicorp 
which could 1 


to be priced at $250 a dar instead of 
$300, reducing the amount required for 
the bid to $6. 1 billion. Meanwhile, the in- 
terest rate is to be raised from two percent- 
age points to 242 points above the London 
interbank offered rate (LiBoR). And the 
fees paid to the banks—originally set at 
around 1.596—will be more than doubled. 
Even so, a number of Japanese banks 
have been having second thoughts. They 
are likely to go back to the negotiating ta- 
ble with a combined offer of no more than 
$1.5 billion towards the UAL deal. Until 
last week's fiasco, Citicorp hoped that the 
Japanese would be good for 30-4096 of the 
buy-out—ie, $2.5 billion or more. 
The collapse of the deal shows the fra- 
gility of America's stockmarket. It hints at 
a worrying decline in liquidity—the ability 
to buy and sell shares quickly. For when 
panic engulfed the market on October 
13th, liquidity on the New York Stock Ex- 
change virtually disappeared. This is be- 
cause the big Wall Street investment 
. banks, who make a market for institu- 
tional clients, now commit less capital to 
the market than they did two years ago. 
The London stockmarket tracked 
New York's gyrations as closely as it could. 
The worst-hit shares in London were, as in 
America, small-company stocks, takeover 
targets and bidders. While the London 
benchmark, the Fr-sE 100 share index, 
ended only 3.1596 down on Monday 16th, 
several smaller shares had fallen by be- 
, tween 10% and 30%. At its worst, earlier 
in the day, the Fr-sE 
had been down 204 
points, or 996. Some 
of the biggest fallers 
were retailers: Gold- 
berg, a Scottish stores 
group, fell by 1796 
and Delaney, a firm of 
shopfitters, plunged 
32%. 
















Another big loser was the Anglo 
Group, which dropped 16.5%. Normally it 
sticks to leasing, but since July it has been a 
pursuit vehicle for the takeover of B.A.T In- 
dustries, a tobacco and insurance firm. 
Perversely, the price of Anglo's target, 
B.A.T, fell only 8% to £7.50. 

Trading in London on Monday 
amounted to 959m shares. That is more 
than trading on the four days following 
Black Monday, when the exchange turned 
over 800m shares. Share prices in London 
were changed a record 42,000 times during 
the day as market-makers fiddled with 
prices, more to avoid taking risks than to 
provide the market with liquidity. 

The City of London also proved itself 
as Europe’s financial centre. The trading 
halts in Paris and the collapse of Frank- 
furt, which fell 13%, more than any other 
big market, drew business to London. 
Turnover in West German shares on Mon- 
day was over three 
times as much as the 
daily average for the 
previous week, at over 
2m shares. Trading 
moved to London be- 
cause London's Seaq 
systems kept on quot- 
ing prices while 
Frankfurt’s — dealers 
dodged making them. 

Paris had two problems: high prices 
because of takeover speculation and mis- 
guided faith in circuit-breakers. In Octo- 
ber 1987 French shares stood at a 
price/earnings ratio of 19. On October 
16th they were 17.4. The gap is far closer 
than in New York (22.2 to 14) and Lon- 
don (19 and 12). 

Although the CAC general index, calcu- 
lated once a day, was only 5.496 down at 
the close, the market suffered more than it 
did in 1987 because of the círcuit breakers. 
These were triggered when share prices fell 

by 796. Wall Street's 
rally on Monday af- 
ternoon brought back 
would-be buyers. in 
large numbers. None 
of these investors 
could buy that after- 
noon, because dozens 
of shares were still 
without a quote. 

By contrast, 
Hongkong’s reformed stockmarket 
coped much better with this year’s crash 
than 1987’s. For a start it did not close, 
even though the market was still shivering 
after events in China. It fell 30% after the 
Chinese army shot students in Tiananmen 
Square in June. More than two-thirds of 
that fall came in one day. 

Over the summer Hongkong recovered 
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by over 20%. The recovery ended, for tw: 
separate reasons, on October 13th. 
shares were falling on Wall Street on Octo 
ber 13th, Chinese legislators were pro 
ing to ban Hongkongers from anti-gov: 
ment Ends after 1997, when thi 
British colony reverts to Chinese control. 
So when share prices fell a möi 
6.5% on October 16th, most brokers were 
relieved. The slide was less than in some 
other regional markets. Prices in Kuala 
Lumpur dropped 11.596. In Singapore 
they fell 1096 as foreign investors sold. 
Japan barely felt the crash. The Tokyo 
stockmarket fell by less than 296 compared 
with Wall Street's 7%, proving its remark- 
able resilience. Even so, the shock was a 
timely reminder to Japanese banks in. par. 
ticular—with strong vested interests: of 
their own in keeping prices up on the To- 
kyo Stock Exchange (rsE)—that they are 
not totally immune to follies abroad. 
Japanese investors had plenty of time 
over the weekend to recall events that fol: 
lowed Black Monday two years ago wh 
the Dow crashed 2396, pulling the Nikke 
down the next day b 
1596. At that tim 
Japanese | institu 
rubbed their hands 
with glee as private 
punters and foreign 
fund. 





In the past week, Tokyo's heavy hitt 
were out in force again. This time they 
were joined by wealthier individuals: all: 
scouring the TSE for bargains after the | 
Nikkei fell 647 to close at 34,468 on 
Monday. 

Between them, they promptly drove 
the index back up by 527, allowing it to - 
close at 34,995 at the end of trading on: 
Tuesday. By Wednesday, the Nikkei had 
brushed off its bout of collywobbles.and 
was back doing its old thing—ie, jerking 
around while broadly heading upwards. 
























































OW much comfort can the rest of the 
A. A world draw from its main creditor, Ja- 
pan? The good news is that there is still 
plenty of spare cash sloshing around the 
streets of Tokyo. The two main well-springs 
of investment funds, surplus company prof- 
ts and individual savings, remain strong as 
the economy is growing at a robust 4-5% a 
r. The less good news is that the cash will 
be bubbling up more slowly than before, 
and that a smaller proportion promises to 
find its way into Japan’s stockmarket. So 
okyo is unlikely to give the sort of morale- 
boosting lead to a recovery in world share 
prices that it did after the 1987 crash. 

Growth in liquidity and in its invest- 


ment in equities have already been slowing 
this year, which is why Japan's stockmarkets 
became listless. Despite the widely watched 
Nikkei 225-share index hitting a record high 
of 35,690 on September 28th, Japan's stock- 
markets were looking peaky long before Fri- 
day 13th's alarm. 

Relative to the Fra World index, the 
Tokyo market's broadly-based Topix index 
(the one followed by professional invéstors) 
had fallen some 796 in the first eight months 
of this year. Worries about the political trou- 
bles of the governing Liberal Democrats 
have receded into the background, to be re- 
placed by related concerns about interest 
rates, the strength of the dollar and tighter 
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Short circuits 


NTRODUCED in the wake of the Oc- 
L tober 1987 crash, circuit-breakers were 
justified by the dubious proposition that 
t is wise to halt trading when panic 
weeps markets. Breakers suspend trading 
n particular instruments when prices rise 
t fall by a pre-set limit, or when imbal- 
nces of orders exceed a set figure. Never 
mind that the surest way to feed panic is 
o deny speculators access to these same 
markets. Whatever their merits, circuit- 
-breakers had their first big test on Octo- 
ber 13th. They failed. 
So-called index arbitrage (the proper 
name for program trading) took part of 
he blame for the October 1987 crash, 
and helped to inspire the circuit-breakers. 
The worry then was that index futures 
and the prices of the stocks making up the 
index had chased each other down in a 
vicious circle of trading. With circuit- 
‘breakers, there may have been less arbi- 
trage, but there was certainly more confu- 
. sion because each exchange adopted 
different rules about when to stop 
trading. 





















































The stockmarket never stopped trad- 
ing because the Dow Jones industríal aver- 
age did not fall 250 points, the trigger to 
stop trading. By contrast the Chicago 
Mercantile Exchange (CME) stopped trad- 
ing in stock-index futures twice on Octo- 
ber 13th, each time when the S&P 500 con- 
tract fell by the pre-arranged limit. The 
Chicago Board Options Exchange (CBOE) 
also stopped trading, though, unlike the 
CME, it never resumed that day. 

Investors therefore faced the worst of 
both worlds. Faced with lousy liquidity in 
the stockmarket, they rushed to hedge 
their positions by selling stock-index con- 
tracts in the futures markets. When the fu- 
tures markets closed they turned back to 
dump shares in the cash market. 

But it was even worse to have the fu- 
tures market open, but not the options 
market. For when the CME decíded to re- 
start trading in S&P 500 stock-index fu- 
tures, the CBOE did not follow suit with its 
S&P option-index contract. With the op- 
tions market closed, exposed option-trad- 
ers rushed to the futures pits to cover 
their frozen positions. Like- 
wise, locked-in traders who 
had sold put options were 
forced to cover themselves at 
the market's lowest point 
when trading on the CBOE re- 
opened on Monday October 
16th. 

The closure of the Chicago 
options markets also frustrated 
those who wanted to protect 
the value of their shares by 
buying put options on a stock- 





market index, a technique called portfolio 
insurance. Instead, some will no. doubt 
have tried to create their own "synthetic" 
puts with a combination of loans and 
share- or short-sales—thus adding to the 
downward pressures. Such synthetic op- 
tions provide the same profit or loss as the 
traded kind, but without resorting to op- 
tions markets. 

Indeed, the use of synthetic options in 
portfolio insurance may increase market 
volatility. When portfolio-insurers buy 
options, the rising price of options signals 
their worry to fellow investors. Since op- 
tion prices are composed of three ele- 
ments—strike price, time before expiry 
and volatility of the underlying stock or 
bond—a rise in prices indicates that as- 
sumptions about volatility are changing. 
This should enable them to prepare for 


what might be a wave of heavy trading: 


ahead. Synthetic options provide no such 
price signals. Markets:can then be left 
short of liquidity when investors begin to 
act on their fears. 

One obvious lesson from Friday the 
I3th is that circuit-breakers need to be co- 
ordinated if they are to have any chance of 
being effective. Otherwise they cause only 
confusion, encouraging panic not pre- 
venting.it. Co-ordination means that, if 
trading is to be halted, it must be halted in 
every market—cash, futures and 
options—for the obvious reason that all 
these markets are linked. Denying access 
to one part of this connected market, 
while allowing it in another, is both capri- 
cious and: unfair: This was obvious di- 
rectly after the October 1987 crash, but 
the obviousness was ignored. because of 
turf wars in Washington between the dif- 
ferent agencies that oversee American fi- 
nancial markets. Pe AI 
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monetary policy. Once the present nervous- 
ness in world stockmarkets is past, both the 
local political and economic concerns will 
remain. 

The yield on the benchmark long-term 
bond rose to a peak of 5.596 in June, a full 
percentage point higher than last Decem- 
ber, while the Bank of Japan has twice raised 
its official discount rate this year (it is now 
3.75%), the first rises for seven years. The 
yen, having almost dipped below ¥150 to 
the dollar in June, stubbornly refuses to rise 
above ¥140, well below the peak of ¥121 it 
reached last November. 

In July money-supply growth was at its 
slowest since March 1987 (at an annual rate 
of 9% on its broad measure). It then ticked 
up to 9.6% in August mainly because com- 
panies borrowed ahead of an expected in- 
crease in interest rates. 

Higher interest rates and a weaker yen 

«e fixed-income investments such as 

ids, deposits and non-yen investments 
relatively more attractive, and shares and 
yen-denominated ones relatively less so. In 
May Japanese net purchases of foreign 
bonds moved back above $4 billion a month 
for the first time since the middle of last 
year, with an accompanying increase in pur- 
chases of foreign equities. 

Cash flowing into the investing institu- 
tions, particularly into trust and regional 
banks and non-life insurance companies, is 
forecast by uss Phillips & Drew, a stock- 
broking firm, to increase by ¥23.6 trillion 
this year over 1988's level to ¥158.4 trillion. 
Forecasts of where it will go are wild guesses, 
at best. For what it is worth, UBS expects 
¥21.8 trillion in new cash flow to be in- 
vested in domestic equities, a ¥2.9 trillion 
increase but a slightly smaller percentage of 
the total at 13.7%. 

Individual investors have already scaled 
back their direct holdings of stocks a little, 

m 16% of their savings at the end of De- 
cember to 15.8% at the end of June, accord- 
ing to the Bank of Japan. Companies engag- 
ing in zaitech, or active fund management, 
have been switching from shares to bonds 
and cash. 

Once the current turbulence in world 
stockmarkets has settled, there appears to 
be scant reason to expect a resurgence of 
Japanese share prices. The deceleration in 
the growth of the money supply looks likely 
to continue as the authorities reign back 
bank lending, much of which has been stok- 
ing up the financial and property markets 
via small and medium-sized companies 
rather than going into investment in plant 
or equipment. Annual growth in bank lend- 
ing has already fallen from its peak of 15.7% 
in 1987 to 9% this year. 

Though many expect the government 
to prime the economy’s pumps before the 
lower-house elections due by next June, the 
Bank of Japan is expected to keep its mone- 
tary policy as tight as possible. It still worries 
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_ about inflation, though inflationary pres- 
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sures seem easier now than in the summer as 
capital investment picks up. 

Wholesale-price inflation fell back to 
3% in August from a peak in June thanks to 
a moderation in the sharp increase in im- 
port prices in the first half of the year. These 
were caused by a combination of rising 
crude oil prices and the yen's weakening 
against the dollar in which Japan's crude-oil 
imports are denominated. Consumer-price 
inflation, which has recently become politi- 
cally sensitive, has also stabilised now that 
the new consumption tax introduced in 
April, and associated price gouging, have 
been absorbed. 

The central bank does have legitimate 
cause for worry about inflationary pressures 
in two areas. One is the tightness of the la- 
bour market. The other is the weakness of 
the yen. The Bank of Japan spent an esti- 
mated $25 billion between April and Sep- 
tember in a so-far-unsuccessful attempt to 
push up the currency. Some economists esti- 
mate that if the dollar rose to ¥170 that 
would put two percentage points on infla- 









Happy to be liquid 


tion and increase the yields on long-term 
bonds by a similar amount. Higher inflation 
and tighter money look the nastiest threat: >. 
to Japanese liquidity—and thus to the To- — 
kyo stockmarket. a 





Bank lending 


sobering up 


T panicky reaction to the collapse of 
the United Airlines buy-out is a sign of 
how dependent international banks have 
become on the leveraged buy-out (LBO) busi- 
ness. America’s big money-centre banks 
now rely on financing acquisitions, of which 
leveraged deals are a big part, for 15% of 
their annual earnings. It makes them $1.4 
billion a year. Japan’s big five national com- 
mercial banks get 6% of their operating in- 
come, or $600m a year, from LBOs. 

Outstanding international bank lend- 
ing to LBOs now totals more than $100 bil- 
lion. Loans to LBOs from the top 25 Ameri- 
can banks total $43.6 billion, up 25% from 
last year. Mostly this is senior debt (ie, its 
lenders have first claim on the borrower’s 
assets in case of a default), The three banks 
with the biggest exposures are Citicorp, 
Bank of New York and Manufacturers Han- 
over. Some banks’ LBO lending rivals their 
debt to third-world countries. 
Continental Bank had $1.9 bil- 
lion of third-world debt at the 
end of 1988; that has since fallen 
to $1.1 billion. Its LBo loans total 
$2.1 billion. 

As striking is the way Japa- 
nese banks have plunged into 
American LBOs. They now un- 
derpin the market. Hence the 
panic when they first refused to 
co-operate over United. Japanese 
banks have an estimated $35 bil- 
lion in LBO debt, about the same 













as their third-world lending. Until the first 
quarter of 1989 they accounted for 40% of 
all LBO loans. b 

Like American banks, most of the Japa- 
nese banks' exposure is via senior dee 
They are thought to have invested less than. 
$10 billion in riskier junk bonds. The banks - 
have been warned off them by the Japanese 
authorities, who are wary of any LBO lend- — 
ing. On October 18th the Bank of Japan’s 
governor, Mr Satoshi Sumita, again advised 
Japanese banks to exercise caution in taking 
on LBO loans in America. The day before, a 
Federal Reserve governor, Mr John LaWare, — 
had advised American banks against financ- 
ing break-up bids. 

The push into LBO lending by American 
and Japanese banks has been prompted by - 
the same desire: higher margins. The twin 
problems of declining spreads on traditional. 
company lending and of large provisions. 
























































































































against their third-world loans drew Ameri- 
can banks into LBo lending. Japanese banks 
have been hurt by deregulation, which has 
pushed up their cost of funds. 

Four of the big five commercial banks, 
Dai-ichi Kangyo, Sumitomo, Sanwa and 
Fuji, are thought to have about 1% of their 
assets in LBO loans. Mitsubishi Bank is the 
only bank to disclose a figure. It was forced 
to do this when it listed its shares on the 
New York Stock Exchange in September. 

The bank then revealed that 0.5% of its as- 
«sets, or some $1.6 billion, are LBO loans. 

.. The three long-term credit (or wholesale 
commercial) banks, Industrial Bank of Ja- 
pan, Long-term Credit Bank of Japan and 
Nippon Credit Bank, and big trust banks 
such as Sumitomo Trust and Yasuda Trust, 
are reckoned to have on average about $2 
billion each in LBO credits. 

European and Canadian banks have bit 
"parts by comparison. Canadian banks have 
around $10 billion in 180 loans between 
them. British banks have $13 billion and 














French banks have $7 billion. Most of the 
Canadian banks’ loans are to American 
LBOs, while the British and French banks 
have also lent to LBOs and management buy- 
outs (MBOs) at home.These nascent Euro- 
pean markets are tiny compared to the 
American LBO market. In Britain leveraged 
financings amount to about $7 billion this 
year. In America LBOs and MBOs for the first 
nine months of this year totalled $70 billion. 
If properly structured and well man- 
aged, LBOs can make big money for the 
banks, Yields are between two and five per- 
centage points compared to one point on 
loans to investment-grade companies. Eq- 
uity stakes taken through venture-capital 
arms promise capital gains. Last year, when 
Chase Manhattan sold its stake in Cain 
Chemical, a company taken private through 
an LBO, it made a thumping $69m profit. 
The worry is that in the banks’ LBO port- 
folios there are more deals resembling 
Revco, Integrated Resources and Campeau, 
all LBos which came unstuck this year, than 
Cain Chemical. Regulators fear that as the 
pressure to do deals has grown, banks have 
been lending to overpriced LBOs. Often, a 






firm’s cash flow barely covers interest repay- 
ments and paying off loans depends on sell- 
ing assets whose value is dependent on an 
ever-rising stock exchange. As the stalling of 
the UAL deal shows, the markets are not 
guaranteed to keep rising; which could hurt 
the banks’ earnings. 

So far, of the. 17 big banks which dis- 
close.the level of non-performing LBOs, only 
three—Bank of Boston, Marine Midland 
and. Wells Fargo—have non-performing 
loans in excess of 3% of their total loans out- 
standing. The banks’ supporters also point 
to the diversification of the banks’ LBo lend- 
ing among various industries, and the fact 
that in many cases the floating-interest pay- 
ments the LBO companies are facing have 
been capped. 

What may deflate such optimism. is the 
relative youth of the loans. The deals have 
been put together during America’s seven 
years of economic growth. They have ye 
be tested by even a small slump. Most of 
deals that stumbled this summer did so be- 
cause the companies could not meet their 
forecast revenue projections. Wait till times 
really get tough. 
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America’s junk-bond market 


Shaken and stirred 


O NOT write off America’s $200 bil- 

lion junk-bond market yet. Although 
some junk-bond offerings have been put on 
ice since October 13th, investors still seem 
keen on top-notch junk. Witness the $550m 
offering of Turner Broadcasting System 
bonds on October 11th which was increased 
by $50m to meet investor demand. 

Junk bonds are just one layer of LBO fi- 
nancing—unsecured (and for that reason) 
high-yielding paper used to finance takeover 
bids. Trouble had been brewing in this big, 
quirky market before October 13th's mini- 
crash. Rising interest rates and fears of a re- 
cession plunged the junk-bond market into 
the doldrums in the summer. 

The list of-firms that have already de- 
faulted on their junk bonds—including In- 
tegrated Resources, Southmark, Eastern Air 
Lines, sci Television and Resorts Interna- 
tional—is getting longer. Moody's, a credit- 
rating agency, warns there may be worse to 
come. More than 6096 of the companies it 
downgraded in the third quarter of the year 
were already rated "speculative" (ie, a rating 
of Ba or below). 

Even Mr Michael Milken, the now dis- 
graced (but fabulously rich) financial wizard 
who dreamt up the junk-bond market, has 
turned bearish. In mid-September he 
warned some highly geared companies to 
swap junk for a mixture of equity and 
higher-quality debt with a lower interest 
burden. Mr Robert Campeau, a Canadian 


businessman, should have heeded Mr 
Milken’s advice. His highly leveraged Amer- 
ican retail empire, which includes 
Bloomingdale’s, a New York department 
store, had to be bailed out with a $250m 
loan from Olympia & York, a Canadian de- 
veloper and shareholder, when it ran into 
trouble last month. 

Expect more companies to suffocate un- 
der the weight of interest payments. Accord: 
ing to figures from the Commerce Depi © 
ment, American companies’ net interest 
expense figures (ie, interest paid out minus 
interest received) were on average 18% 
higher in the first half of 1989 than in the 
same period of 1988. That has happened de- 
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Introduci 
The BAe 1000. You've Got 
A PlaneTo Catch. 


The First Intercontinental Mid-Size 
Twin Business Jet. The BAe 1000 is 
half the price of larger, less efficient 
business jets. You get big iron range at 
a mid-size price. The BAe 1000 will be 
ready for delivery by early 1991, at 
least two years ahead of anybody else. 
4000 Plus Statute Miles Is Business 
As Usual. No other mid-size can 
match the intercontinental range of 
the BAe 1000. Period. 

Two Pratt & Whitney PW305 Turho- 
fans: ANew Generation. 5,200 pounds 
of thrust makes the new PW305s the 
most powerful in their class. Thrust 
reversers are standard and the engines 
burn 209/ less fuel than the competition. 


Honeywell SPZ 8000 Digital Avi- 
onics: State 0f The Art, Redefined. 
The most advanced avionics available 
today. So advanced, they'll still be 
state of the art years from now. 

The Cure For Cabin Fever. Almost 
three feet longer than the BAe 800, 
with an aft, pressurized baggage area 
that offers both internal and external 


access, it's the largest cabin in produc- 


tion today in a mid-size. Eight passen- 
gers can fly the maximum range and 
still emerge on speaking terms. 
Custom Completion, As You Like It. 
We're as good at meeting your cabin 
design specifications as we are at 
designing and building the planes they 





go into. Either the Arkansas Modifica- 
tion Center in the USA, or Chester in 
the UK...or choose the custom com- 
pletion facility that suits you best. 


For more information on the BAe 1000 
or the BAe 800, write: Corporate 
Aircraft Sales Department, British 
Aerospace (Commercial Aircraft) 
Limited, Comet Way, Hatfield, Hert- 
fordshire, England, AL10 9TL, (07072) 
62345. In the USA: Kenneth C. 
Spinney, VP Marketing-Corporate, 
British Aerospace, Inc., RO. Box 17414, 
Washington-Dulles International Air- 
port, Washington, D.C. 20041. Or call 
703-478-9420. 


BRITISH AEROSPACE D, 


BAe1000. YOU'VE GOT A PLANE TO CATCH. 


For those who will not settle for second 


best, there is only one name. 


Twenty years ago, Audemars Piguet 





created a watch so unique that it has been 
admired and envied the world over: the 
Royal Oak. 

Today, the Royal Oak remains 
unchallenged. And so it will be in the years 


to come. 











The ultra-thin Royal Oak for Ladies and Men and the Royal Oak Perpetual Calendar 
mechanically programmed until the year 2100. 


Audemars Figuet 


Audemars Piguet & Cie S.A., 1348 Le Brassus, Switzerland 


“It’s a tough location but we have the essentials’ 


ag 


pe ms = , —— <. 


REMY MARTIN XO 


Exclusively Fine Champagne Cognac 


Only cognac made from grapes grown in Cognac’s two best regions is entitled to be called Fine Champagne Cognac 













But not for junk 


spite a general fall in interest rates; the prob- 
lem is that firms have moved further into 
debt. At the same time, their net cashflow 
has declined by an average 1%. This com- 
bination bodes ill for junk-bond investors. 

Some of the biggest losers are likely to 

investors in the various high-yield mutual 

ids which hold about 30% of junk bonds 
outstanding. One American research firm 
reckons that investors in the 88 junk funds 
that it covers lost an average of 1.27% in the 
third quarter of 1989 because interest yields 
failed to compensate for falling prices. Inves- 
tors in the First Investors Bond Apprecia- 
tion Fund were particularly unappreciative. 
The fund lost nearly 8% in the third quarter 
of this year, making its return in the first 
nine months a negative 7.32%. 

Following this lousy performance, high- 
yield fund managers are bracing themselves 
for a wave of redemptions. If they are lucky, 
the funds may avoid a panic sale of junk 
bonds to pay off what they owe. According 
to the Investment Company Institute, the 
American mutual-fund industry's trade 
association, the 102 junk funds that it tracks 
hold about 896 of their assets in cash. If this 
cushion is not enough, fund managers will 
nrobably sell the best-quality and most liq- 

i junk first-—ryr Nabisco bonds for exam- 
ple—thus forcing down prices. 

That could undermine the two-tier junk 
market that supposedly separates companies 
in those sectors that are “recession-proof” 
like food retailing and communications, 
from firms in ones that are not. The division 
has always been somewhat artificial. As Ms 
Gail Hessol, a managing director of Stan- 
dard & Poor's, points out, portfolios that 
are heavily weighted towards this year’s no- 
tisk industry may turn out to be heavily ex- 
posed to next year’s disaster, 

American life insurers have also in- 
vested about $60 billion in junk bonds. 
While this figure is tiny in relation to the 
industry's total assets of around $1.2 tril- 
lion, some of the more daredevil (or fool- 
ish?) insurance companies like Executive 
Life in Los Angeles and Presidential Life in 
New York state have nearly 5096 of their as- 
sets invested in top-quality junk. Along with 
America's thrifts, which have to dispose of 
some $13 billion-worth of junk bonds over 
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the next five years, insurers are praying that 
liquidity will soon return to the battered 
market. 

Bankers are counting on a revival, too. 
Several of America’s biggest investment 





banks, such as Shearson Lehman Hut 
Merrill Lynch and First Boston, rely on in- © 
vestors in junk bonds to help refinance the 


— loans they "€ to — lever- - 
aged buy-outs. But after last week's 
firms like Ethan Allen, York inresa 
and others that need some $11 billion in — 
junk bonds to replace bank loans will find it 
tough to convince investors, except with — 
sharply higher yields. X 
Their task will be made even more diffi- 
cult by recent events. Junk-bond bulls used — 
to claim that investors in junk could always. — 
trade themselves out of a sticky situation. 
But October 13th proved that the marker is 
not nearly as liquid as the junk-pushers 
would have it. It will take luck and the ab- 
sence of a fully-fledged recession for the - 
junk-bond market to confound the financial 
Cassandras once again. 
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Investment banking 


Not violets, but shrinking 


HE inevitable slowdown in LBOs follow- 

ing the mini-crash will mean tough times 
ahead for investment banks and more job 
cuts in the securities business on both sides 
of the Atlantic. Mr Perrin Long, a securities 
analyst with Lipper Analytical Services, a 
New York financial research firm, reckons 
that, as a result of the New York market's 
recent dive, and cuts which securities firms 
had already planned, 5,000 employees could 
be fired before Christmas. In Britain, maybe 
4,500 jobs have been lost in the securities 
business over the past two years. Another 
1,500 people could be given their cards by 
the end of this year. 

Among those laying people off are likely 
to be international investment banks, whose 
years of strong growth— based on corporate 
finance in general, and mergers and acqui- 
sitions (M&A) in particular—are behind 
them. Last year the investment banks raked 
in $2.1 billion in M&A and LBO fees, accord- 
ing to Standard & Poor's, an American 
credit-rating agency. That was about 10% of 
their total revenues and 3096 of their invest- 
ment-banking income. 

Financing LBOs was probably the most 
profitable business on Wall Street. Invest- 
ment banks get a hatful of fees for their trou- 
bles: commitment fees for agreeing to put up 
the money, a fee for underwriting the junk 
bonds which finance the unsecured portion 
of the LBO, and a bridge loan fee. And there 
is a straight M&A fee which is boosted by a 
further success fee if the deal goes through. 

Compared to what investment banks 
can make on equity stakes in LBOs, fees are 
just loose change. For instance, in the third 
quarter of this year Morgan Stanley's net in- 
come was $101 m. Over 50% of this, some 
$56m, came from selling its stake in Burling- 





ton Holdings, one of the bank's most profit- 
able LBO deals. 

Apart from the sudden drop in earnings 
which the investment banks would suffer if 
LBOs and M&A deals begin to dry up, they 
could also run into trouble over their bridge 
loans, which have been growing rapidly. In 
Time's recent takeover of Warner Commu- 
nications, both Merrill Lynch and Shearson 
Lehman Hutton had made bridge loans of 
$1 billion each to help cover the financing. 
The total capital of Merrill is just $3.7 bil- 
lion and Shearson has only $1.7 billion. 

Typically these bridge loans are made 
for about six months, while permanent fi- 
nancing is arranged. And they are usually re- 
financed using junk bonds. But in recent 
months this has not been a realistic option. 
The alternatives are to use bank finance or 
asset sales. Both Merrill's and Shearson's 
loans were re-financed last week by bank 
loans. But if the credit rating of the LBO com- 
pany itself drops even this route could close. 

British merchant banks are even more 
dependent on earnings from M&A. Last year 
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hese were about £80m ($144m), roughly 
5% of their total earnings. This year the fig- 
ire is reckoned to be closer to £90m. Mer- 
ant banks have benefited from a rash of 
jig LBO deals this year. 

Analysts reckon that the fees on these 










transactions are double those of ordinary 
M&A transactions. S.G. Warburg, for exam- 
ple, is thought to have pocketed between 
£10m-20m for its work on helping Isosceles, 
a shell company, to take over the Gateway 
supermarket group. 
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The next crash 


HE gyrations of stockmarkets around 
the world are giving property folk in 
Áanhattan and the City of London a head- 
ache. So far, only the Tokyo market has re- 
mained aloof from the financial fallout. But 
it, too, could be on the brink of a slump. 
The New York property market has not 
overed from the 1987 crash. Securities 
rms, which rent about a quarter of the 
1i6m square feet available in downtown 
Manhattan, fired about 11,000 staff last year 
ding to New York state officials. These 
immer brokers have been selling surplus 
ffice space. The downtown vacancy rate is 
w about 13%, up from 9% in 1986. 

- Manhattan rents have fallen $4 a square 
foot in the past two years to the present level 
$29 per square foot. Expect them to fall 
ther as more firms pull their back offices 
of Manhattan. Last year, Paine Webber 
ed 3,000 employees to Brooklyn. This 
back-office staff from Citicorp, 
aldson Lufkin & Jenrette, and the Bank 
"Tokyo ate leaving Manhattan. Many will 
d up in New Jersey, which is offering firms 
tax sweeteners to move. 

In the City of London, the banks and 
brokers that filled offices to near-bursting 
point are cutting back as well. According to 
Savills, another surveyor, demand for office 
space from brokers, fund managers and the 
ke has fallen 40% in the past year. Demand 
from banks fell by nearly 6096. Small won- 
der, then, that the City's vacancy rate has 
nearly doubled to over 10% since January. 

© That is an ill omen for Olympia & 
York's Canary Wharf development in Lon- 

















don's Docklands. Originally conceived to 
house investment bankers and brokers fed 
up with their cramped (and expensive) City 
lairs, it is in danger of becoming a $7 billion 
White Elephant Wharf. Among financial 
firms, only Merrill Lynch has agreed to pre- 
let a large chunk of office space there. 

The gloom that hangs over the City 
property market worries the Bank of Eng- 
land. Recently, the Bank's governor, Mr 
Robin Leigh-Pemberton, told banks to re- 
examine their property-loan portfolios, 
which have doubled in the year to August 
and now total some £30 billion ($47 billion). 





While supervisors will be watching British 
banks closely, many of the new lenders have 
been foreigners. They account for 4096 of 
total loans to developers. 

Japanese regulators are more relaxed. 
The Bank of Japan reckons that real estate 
lending makes up just 15.596 of the total do- 
mestic: loans of Japanese banks. That esti- 
mate, though, may be wide of the mark. 
Mitsubishi Bank, for example, says that 
30% of its domestic loan portfolio is secured 
by real estate. Banks also make loans to leas- 
ing and finance companies which then on- 
lend the money to property developers. 

With vacancy rates at 0.596 and few sites 
available for development, many investors 
think there is little prospect of the Tokyo 
property market crashing. Oh yeah? Over 
the past three years, land prices have risen 
by 17096 while rents have risen just 6076. 
The two are out of whack because specula- 
tors have driven up prices, although in so 
areas they have slipped back by 10-3... 
since early 1988. Even so, if the gap stays as 
wide, the Tokyo land bubble. may burst. 
Now that would be a crash to remember. 
— 1 








ALL Street cheered when it hit a 
record high on October 9th, four 
days before shares tumbled. But was it a 
record if equity prices are adjusted for in- 
flation over the past 30 years? American 
Express Bank provided the timely answer 
in their review (published on Friday the 
13th)—along with a soothing view of 
why Wall Street was not overvalued. 
In real terms its "peak" on October 
9th was 7% less than its real all-time high 
in 1968. After the collapse, real share 





And now for the real losses 









prices were 12% below that record. And 
America’s price/earnings ratio is as 
much as a third lower than in 1968, be- 
cause profits have risen faster than infla- 
tion. London’s all-time high in both real 
and nominal terms was in July 1987. It is 
now about 25% below this in real terms, 
and 15% below its 1968 peak. 

While the 1980s peaks in share prices 
on London and Wall Street are not that 
different from their 1960s peaks in real 
terms, Tokyo tells a very different story. 
When American and British stockmark-: 
ets boomed in the 1960s, Japanese share 
prices slumped, but they picked up in the 
1970s and exploded in the 1980s. Real 
share prices in Tokyo are more than five 
times as high as in 1970. 
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SCIENCE AND TECHNOLOGY 


The human factor 


There are around 80m peor who n from diabetes. Insulin can keep 


them healthy. Artificial 
insulin from animals. 


R PATRICK TOSELAND, a senior 
and well-respected biochemist at Guy's 
Hospital in London, believes he has made 
alarming discovery. In the past 18 
mths he has been asked to investigate the 
deaths of 19 young diabetics. The deaths 
were unusual. They all happened suddenly. 
They all appeared to follow a rapid decline 
in blood sugar levels, known as hypoglyce- 
mia. It seems that all the diabetics had been 
using human insulin. 

Death is all too frequent among diabet- 
ics. But Dr Toseland thinks that this sort of 
sudden hypoglycemic death in young diabet- 
ics is something new. Experts are 
ginning to wonder whether they 
should advise patients using human 
insulin to change their treatment. Pa- 
tients have complained to the British 
Diabetic Association (BDA) that with 
human insulin the warning symptoms 
of hypoglycemia are lessened. The 
BDA is beginning a clinical investiga- 
tion to find out what is going on. 

In diabetes the mechanisms that 
control sugar levels in the blood go 

ty. Healthy people's blood-sugar 
tevels are balanced with the help of 
insulin, a hormone made from a short 
chain of molecules called amino ac- 
ids. The insulin is produced by the 
pancreas and then passed to the liver. 
From the liver, a signal is passed to 
tissues elsewhere in the body, telling 
them to absorb sugar from the blood. 
Diabetics cannot make insulin, or 
they make it in insufficient amounts, 
or they make insulin that does not 
work. That is why many must inject 
themselves regularly with the hor- 
mone. Without it they would die. 

Pigs and cattle used to be the 
source of insulin. Animal insulin is al- 
most identical to human insulin: the 
two hormones differ in only one of 
their 51 amino acids. In 1982 Eli Lilly, 
the American pharmaceutical giant, 
marketed insulin made by bacteria 
which had a gene describing the hu- 
man amino-acid sequence engineered 
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uman insulin is now available as an alternative to 
But is it a good alternative? 


into them. It was the first genetically engi- 
neered drug to reach the market. Novo- 
Nordisk, a company based in Denmark 
which has been making human insulin by a 
chemical transmutation of pig insulin, now 
also makes a genetically engineered insulin. 

Human insulin offered three advan- 
tages. It provided a reliable supply; it was ar- 
gued that with the growing numbers of di- 
abetics, animal supplies would run out. lt 
promised relief for those allergic to animal 
insulin. And it might curb the nasty reac- 
tions that occur during long-term treat- 
ment, side-effects which include blindness 





Weighing the pros and cons... 
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and sometimes death. These may bes ex 
plained by the fact that the body's immune 
system recognises the animal insulin as b 
ing foreign, and attacks it with antibodi 
Human insulin is now widely pre 
scribed. In Britain about 80% of diabetics 
are now on the new drug, though since insu- 
lin is available over the counter some may 
have made the change without medical a d 
vice. The figure in America is around 609 
That is why Dr Toseland’s findings hasi 
caused such alarm. 
His work has its problems. Hyposiyell 
mia is difficult to detect in dead bodies; the 
sugar in the blood is rapidly destroyed. Dr 
Toseland has satisfactory blood-sugar data- 
for only two of his 19 cases. In the others, he 
has had to rely on secondary signs of hypo- 
glycemia such as acetone, which is produced 
when a sugar-starved body turns to fats and 
proteins for energy. And he does not in- 
clude in his statistics cases where insulin - 
concentrations in the blood are high; di- 
abetics have died of hypoglycemia following | 
insulin overdoses, both deliberately and by | 
accident. He thinks that his findings give - 
cause for concern. 
The BDA points out that death 
among diabetics is quite common, 
and hypoglycemic deaths may 
long gone by unnoticed. They may 
still be doing so. Only four other un- 
explained sudden deaths have been - 
reported to the BDA this year. One — 
case was reported several years ago in 
Switzerland. None has been seen in 
erica. : 
Dr Toseland’s findings may re- — 
flect a change in the practice of Brit — 
ish pathology. Post-mortems used to - 
be conducted by a disparate group a 
clinical pathologists, but in the last 
few years the Home Office has p 
ferred to use only a few, who are — 
therefore in a better position to pick 
up disturbing trends. So Dr Toseland — 
may have spotted a trend already - 
there before human insulin came 
along. Or he may have spotted a new. 
trend, but one which is not linked to | 
the type of insulin used. Anyway, - 
with so few people now using animal | 
insulin, it will be hard to prove that — 
the increase in deaths—if it really is — 
occurring—is a problem exclusive to — 
human insulin. ; 
Novo-Nordisk believes an in- 
crease in deaths from sudden hypo- 
glycemia might reflect changing prac- 
tices among diabetics. Diabetics 
whose blood-sugar levels fluctuate —— 
widely seem more prone to longterm 
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side-effects than those whose blood-sugar 
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levels are maintained at concentrations 
found in healthy people. So doctors now 
recommend that diabetics try to control 
their blood-sugar levels more tightly, by hav- 
ing insulin steadily infused rather than in- 
jected, or by increasing the number of injec- 
tions. When this is done the average 
concentration of glucose in the blood is kept 
low. 

Recent research in West Germany has 
shown that patients are twice as likely to 
have a hypoglycemic attack if they are trying 
to regulate their blood-sugar levels particu- 
larly closely, presumably because they have 
smaller margins of error. With doctors’ 
help, patients can be taught to recognise a 
few tell-tale symptoms, such as sweating, 
which enable them to take timely action 
against hypoglycemia attacks. 


— Human, all too human 


If it turns out that human insulin is more 
dangerous than the animal sort, scientists 
will probably reach for one of two theories. 
It may be that the antibodies with which the 
body reacts to animal insulin actually have a 
beneficial effect. In healthy people most of 
the insulin produced in the pancreas re- 
mains confined in the portal system of the 
liver, a fine network of blood capillaries. 
The hormone is rapidly soaked up, so it 
never reaches high levels elsewhere in the 


system. When insulin is injected, it floods 
the blood vessels in unnatural quantities. 
The antibodies might act to mitigate the ef- 
fects of this insulin surge, toning it down. In 
a few patients antibodies are known to blunt 
the activity of insulin. The antibody re- 
sponse to human insulin is much smaller. 
The second theory is more straightfor- 
ward; the different properties could be the 
result of different chemistry. The amino 
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That time of the year 


N OCTOBER a scientist's fancy 

lightly turns to thoughts of Stock- 
holm. Last week seven scientists had 
their light thoughts converted into cash 
and honour by the Nobel prize commit- 
tees. The prizes for science are sometimes 
worthy, sometimes visionary and some- 
times controversial. This year they were 
all three. 

The worthy prize was the one for 
physics. Half of it went to an American, 
Dr Norman Ramsey, for work that led to 
the atomic clock; the other half went to 
two West Germans, Dr Wolfgang Paul 
and Dr Hans Dehmelt, who found ways 
of isolating atoms in order to study them. 
Precision measurement is not the most 
exciting area of physics, but without its 
solid base many flashier fields would 
founder. The Nobel is only one of Dr 
Ramsey's honours. Since the modern 
definition of a second (as 9,192,631,770 
oscillations of a caesium atom) springs 
from his work, he is commemorated 60 
times a minute. 

The prize for chemistry was shared by 
two Americans, Dr Thomas Cech and 
Dr Sidney Altman. In the 1970s they 
worked independently on RNA, which is 


similar to DNA and has the same ability to 
store genetic messages. Their revolution- 
ary discovery was that RNA molecules 
could catalyse biochemical reactions, a 
role thought to be reserved to proteins. 
This work opened up a new area of cell 
biology. It also sparked speculation that 
RNA, the jack of all trades, was the basis 
of the first simple living creatures, with 
specialised proteins and DNA arriving 
later on the evolutionary trail. 

The controversy over the Nobel prize 
for medicine is not concerned with the 
content of the science but rather the con- 
duct of the scientists. The prize was 
awarded to Dr Michael Bishop and Dr 
Harold Varmus, both at the University 
of California in San Francisco. Working 
together 13 years ago they identified a 
gene in a virus that could cause cancer in 
humans. The virus appeared to have 
picked up a normal cellular gene which 
had then mutated into one likely to cause 
cancer. Dr Dominique Stehelin of the 
Pasteur Institute in Lille has complained 
that he should have been included in the 
citation too, saying that he, when work- 
ing with the other two, did all their early 
experiments. 

















acid which human insulin has and animal 
insulin lacks is attracted to water. It might 
make the hormone enter the body tissues 
more quickly than the animal sort does. 
That, too, could make the human insulin 
surge quicker and thus more dangerous. 

Neither theory is compelling. Yet a case 
can be made for withdrawing the drug from 
the mass market where alternatives are avail- 
able, albeit temporarily. According to Novo- 
Nordisk, recent research has shown that hu- 
man insulin in fact offers no clinical benefits 
over the porcine and bovine sorts. Sugar 
levels, not antibodies, determine how 
healthy a diabetic will be. If the only benefit, 
then, of human insulin is to provide a reli- 
able source of supply, doctors could shift 
back to prescribing animal insulin whilst 
data on the human sort are thoroughly 
sifted. That would hurt Eli Lilly and Novo- 
Nordisk, which have both made large in- 
vestments in human insulin. 

Whatever course of action the BDA a 
the Committee on the Safety of Medicines, 
Britain's drug regulatory authority, eventu- 
ally pursue, there is a more pressing prob- 
lem. Frightened parents, on hearing reports 
of the deaths, threatened to stop injecting 
their children with the drug—thus putting 
them in mortal danger. This is why for the 
moment diabetics have been told to stick 
with their therapy. 





Remote communications 
Usable Flying 
Objects 


ETEORS are ephemeral. They will 
usually vanish before you have a 

chance to point them out to somebody else. 
This makes them suitable for starry-ey 
lovers to wish upon, but modern technology 
can put shooting stars to more profitable 
use. Next time you see one, bear in mind 
that a dispatcher may be using it to help him 
marshal a fleet of long-distance lorries. 

To human eyes, a meteor is beautiful. 
To a radio wave, it is just another thing to 
bounce off, and bouncing radio waves off 
the sky is not new. Left to themselves radio 
waves travel in straight lines, which limits 
their range. To get them round corners, and 
over the horizon, they need something to 
bounce off. In the ionosphere—the upper- 
most level of the atmosphere—the sun's 
rays break down molecules into positively 
charged ions and free electrons. These can 
reflect (and refract) radiation. The iono- 
sphere let Marconi and his contemporaries 
send radio messages over long distances. 

When a pebble falls from space into the 
atmosphere, moving at tens of kilometres a 
second, it gets rid of a lot of energy. Like the 
energy from the sun's rays, this ionises the 
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molecules of the atmosphere. The meteor’s 
-10-20km path is densely packed with ions. 
< By the 1930s, radio waves bounced off me- 
teor trails had been used by scientists to de- 
-. termine the speed, height and direction of 
z meteors. | 
~ "The obvious disadvantage of meteors— 
the fact that they are so transient—might 
suggest that bouncing radio waves off their 
trails would remain the preserve of scien- 
tists. In overall quantity, though, meteors 
bid fair to make up what they lack in con- 
stancy. On an average day there are a mil- 
lion reasonable-sized ones (one gram), 400m 
- smaller ones (one-hundredth of a gram), and 
160 billion even tinier ones (one ten-thou- 
sandth of a gram). 

Meteors also have advantages. The 
greater density of ions in a meteor trail 
makes it less susceptible to the many things 
which perturb the ionosphere, and hence 
**- quality of radio signals that bounce off 

-such as time of day, weather conditions, 
sun spots or indeed intrusive meteors. This 
immunity from “noise” matters to people 
who want to send digital data. Radio hams 
may enjoy the tribulations of ‘chit-chat 
through adversity and static, but such a 
noisy medium is not good for transmitting 
error-free sequences of Os and 1s. That is 
why meteor-burst communication (MBC) 
comes into its own when small amounts of 
data need to be gathered from many places 
fairly quickly, 

A system under construction to moni- 
tor the flow of the Nile provides an example. 
A master transmitter sends a radio “probe” 
into the sky in roughly the direction of the 
target. When a conveniently aligned meteor 
materialises, the probe bounces off it and 
teaches the receiver. When the receiver 













hears its master’s voice it re- 
sponds along the same path, 
spurting out data about the riv- 
er's recent behaviour. The 
master station acknowledges 
receipt, gives any further in- 
structions and signs off. 

It then directs its probe to- 
wards the next of the 250 out- 
stations. Depending on the sys- 
tem's sensitivity, the wait 
between suitably aligned mete- 
ors varies between four sec- 
onds and ten minutes. The 
bursts of communication be- 
tween master and out-stations 
may take as little as a tenth of a 
second. It must be completed 
in the second it takes for the 
meteor's trail to dissipate. 

In America, Meteor Communications 
of Kent, Washington, is the biggest and old- 
est of the MBC companies. It has provided 
meteor-burst equipment for 14 years. Its de- 
vices have been planted along the Chinese- 
Russian border to send short encoded mes- 
sages back to Beijing. Other systems in 
Argentina, Australia, Canada, Indonesia, 
South Africa and Europe have been set up 
to monitor a variety of things: solar radia- 
tion, tides, water supplies, motorway fog, 
snow conditions and the like. 

The military applications are clear: re- 
mote unmanned stations could sense ap- 
proaching enemy ships, aircraft, or troops 
and warn headquarters. The American mili- 
tary's 25-year interest in MBC is also fuelled 
by its survivability in time of war. Meteors, 
unlike satellites, cannot be jammed or 
knocked down. Indeed, knock down a lot of 
satellites and you will, briefly, increase the 








F allowing systems to. res 
faster, mean. that MBC is 1 
longer limited to communi 
tion with fixed out-statior 
Transtrack of Marion, Ma 
chusetts, was granted the fi 















ries that criss-cross th 
try, often far from popi 
areas. PS 
Anyone who wan 
tinuous transmission, n 
bursts, or wants to send alot 
data, is better advised to; s 
with satellites, cables, fibre- 
tics or conventional radio. But MBC is: 
to buy and run, and provides reliable lon. 
range communications. Interest has grow 
recently, and there is plenty of sco 
making the equipment faster and smalle: 
Take the example of Broadcom, 
in Mahwah, New Jersey. It recently p 
an array of antennae which, after estal 
ing contact with a remote station, immedi 
ately collapses the probe's width (usual 
very wide) turning it into a narrow, high 
power beam. This is expensive—its anten- 
nae cost 50 times more than Transtrack's- 
but it increases the amount of data tha 
tions can send back and forth from 10,000 
bits per second to 1m (for comparison, tel 
phones transmit at 64,000 bits per second 
That means MBC bursts may one day be ab 
to pass large amounts of data. Whether a 
this traffic will interfere with the granting. 
lovers' wishes remains to be seen. 
















































TORREMOLINOS, SPAIN 


So stars are all very well, but 
their larger kin can be troublesome. 
The debris left over from the creation of 
the solar system comes in all sizes, from 
dust, through pebbles and boulders, to 
mountain size and bigger. On March 23rd 
this year, an asteroid almost a kilometre 
across passed within Im kilometres of the 
earth—a hair’s breadth on the cosmic 
scale of things. About 65m years ago it 
seems almost certain that a rock, or per- 
haps a comet, 10 or 20 kilometres across 
hit the earth. (The degree to which it 
caused or hastened the contemporaneous 
demise of the dinosaurs is still an open 
question.) Such a calamity, which would 
make nuclear war seem peaceful by com- 
parison, will inevitably occur at some 
point over the eons—though quite possi- 
bly not for a hundred million years or so. 





You can run, but you can’t hide 


Smaller visitors can do a fair bit of 
damage. In 1908 something—quite possi- 
bly a piece of comet—laid waste to 4,000 
square kilometres in Siberia. That may be 
why the Russians seem quite concerned 
by what the rest of the world sees as the 
negligible risk of a large meteorite impact. 
In Torremolinos last week at the Interna- 
tional Astronautical Federation’s 40th an- 
nual meeting a Russian speaker called for 
a system of early warning satellites to be 
built that could warn the nations of the 
world of any such incoming gigaliths. 
Warning of impending doom might allow 
something to be done. 

But what? A nuclear attack on the in- 
coming body might work, but it might just 
convert the oncoming cannonball into a 
whiff of interplanetary grape-shot. A large 
meteorite could still be most inconve- 
























nient, even if delivered piecemeal. So a 
team from the Central Aero-Hydrody- | 
namic Institute in Moscow has been look- 
ing into ways to move the earth out of the. 
path of the projectile. 
The obvious way to make the earth 
move in its orbit is to jettison a lot of mass 
at high speed, probably by means of nù- | 
clear explosions. That would have much |. | 
the same effect as the meteorite strike: 
However, there is an arms-length way to: | 
move the earth. Gravity provides the le 
ver; the moon provides the place to stan 
Because the earth and moon are gravita. 
tionally tied together, a change in the c 
bit of the moon changes the orbit of the 
earth around the sun. According to the: 
Russian calculations, blowing away a two- 
hundredth of the mass of the moon at 
over two kilometres a second would allow 
the earth to sidestep an incoming comet 
with a safety margin of 10,000 kilometres 
or mote. The spectacle would be almost as 
awe-inspiring as the feat itself. 
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This report shows you — quickly, clearly, 
visually — where opportunities for your 
products are waiting in the world's most 
dynamic region. 


It does so by presenting ic facts, 
trends, and forecasts, broken down by 15 age 
groups through the year 2000. 


Instead of going through stacks of books 
and reports and plodding through mountains 
of statistics, you get the vital demographic facts 
and forecasts you need, in one source, at a 
glance. 


4 Good Reasons Why You Need 

This. Report 

i. It helps you make better-informed 
decisions about the market potential for 
your products. The report shows the 
current and fature sizes not only of total 
country populations, but also — key to 
market planners — of 15 different age 
groups. 

2. It enables you to assess the relative size 
and importance of different markets in 
Asia/Pacific. Each individual country 
section follows exactly the same outline, 
making it easy to compare statistics and 
trends. Discrepancies amońg different 
countries’ systems of compiling and 
presenting demographic data have been 
ironed out, 


3. It covers the entire region in one handy 
volume. It is an indispensable reference 
and planning tool you can't afford to miss 
— compatible data for 28 countries in one 
easy-to-use source. 


4. It saves you time and money. You need 
to spend only a tiny fraction of what it 
would cost you to gather all this 
information yourself. And you.can save 
many days of plodding through stacks of 
reference books and mountains of statistics 
and putting the data into a form that's 
relevant for business. 
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* 86 pages 

* Published in April 1989 
* Price: US$225 





To order, simply attach your business 
card to a photocopy of this advertisement, 
and send them to 


Business $ 
infernational 


OMNES MEDRET SG ACE 


Business International Ltd. 
Subscription Dept., 40 Duke St 
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A flask of wine, a book 


of verse... 


THE Time OF MY Lire. By Denis Healey. Michael Joseph; 607 pages; £17.95. To be published 


in America by Norton 


ENIS HEALEY is one of the ablest men 
(or women) to have served in a British 
cabinet since 1945. He was outstandingly 
successful as defence secretary between 1964 
7-1 1970; even his political opponents said 

Beween 1974 and 1979 he laboured 
mightily as chancellor of the exchequer to 
control public expenditure, correct 
Britain's huge balance-of-payments 
deficit, reduce the rate of growth of 
the money supply and curb inflation. 
Hercules-like, he largely succeeded in 
all these objectives. 

Yet he never quite made it to the 
top. In 1976, after Harold Wilson's 
unexpected resignation as prime min- 
ister, he received fewer than 40 votes 
in the contest for the Labour leader- 
ship. Four years later, when James 
Callaghan stood down, he was again 
beaten, this time not by any political 
heavyweight but by Michael Foot. In 
1983, when Mr Foot went, he did not 
even stand in the election to succeed 
him. Today Mr Healey is universally 
regarded as an elder statesman, even 
though at 72 he is no older than Ade- 

uer was when he first became Ger- 
in chancellor. 

"The Time of My Life" goes far 
towards explaining both Mr Healey's 
ministerial successes and his limited 
achievements as a party politician. It is a big 

by a big man, vigorously written, 
forthright but generous in its judgments, as 
concerned with the substance of policy as 
with personal reminiscences. Mr Healey is 
probably the best prime minister Britain 
never had. Certainly no finer autobiography 
has been written by a British politician in 
this century. 

Mr Healey, along with West Germany's 
Helmut Schmidt, is the last of the postwar 
generation of western leaders: anti-Stalinist, 
pro-American, pragmatic and rational, "so- 
cial democratic” in the Rooseveltian sense 
of that term. He has a theory of government 
to fit. The best decisions are taken by men of 
high intelligence who have known, liked 
and cultivated one another over a long pe- 
tiod of time. Such men are drawn from all 
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countries and all walks of life. They include 
permanent officials as well as elected politi- 
cians, and a lot of them are Americans. 
The best decision-making venues are 
beautiful cities with fine opera houses, or 
rugged mountain resorts offering opportu- 
nities for painting and photography. It helps 





if the decision-makers share a taste in good 
food and wine, are good raconteurs, play the 
jazz trombone or love Yeats or Stendhal. 
Humour is essential, ideally of an earthy 
kind (Mr Healey has a strong line in scatol- 
ogy). Talk should go on, if need be, far into 
the night, and should involve everyone who 
has something to contribute (and no one 
who does not). Mr Healey does not mention 
the fact, but as chancellor he used to 
scandalise Treasury officials by freely dis- 
cussing his budget proposals with interested 
cabinet colleagues. 

To succeed at this level, the decision- 
maker needs not only high intelligence and 
stamina (Mr Healey’s constitution would be 
the envy of the average ox) but the support 
of a loving spouse and a wide range of inter- 
ests outside politics. Mr Healey speaks Ital- 
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ian fluently, reads poetry, loves travelling, 
relishes the company of friends, could 
hardly exist without art galleries, has pub- 
lished a book of his own photographs and 
used to offend fellow members of Labo 
National Executive Committee by read 
reviews of gramophone records during the 
more boring bits of meetings. In short, 
man of the world. 
And this, from his selfish political point 
of view, was precisely the problem. The 
strength of his own ego caused him to be- - 
lieve that the egos of others were equally 
strong, but they were not and he frequently 
gave offence. He had no time for flattery 
glad-handing, partly because they were not 
in his nature, but partly because, literally, he 
had not time. His gigantic self-confidence 
made him generous and ready to ad- 
mit mistakes, but also precluded the - 
humility and self-doubt that often 
make rivalrous politicians acceptable 
to one another. bi; 
Because he preferred the intellec- 
tual challenge of great issues, and the 
company of men and women as ro- 
bust as himself, he was seldom in - 
close contact with the Labour party. 
He ruefully admits that, as chancellor, — 
he lost touch with the trade unions | 
and failed to anticipate the 1978-79 
"winter of discontent”. Like most of - 
the right-wing ministers in the Calla- 
ghan government, he also failed to 
notice that the left was taking over - 
the party at the grassroots. 
Fighter though he was, he never 
presented the centre of the party with 
a list of the issues he was prepared to 
fight for. A Healey supporter said on. 
the eve of the 1980 leadership elec _ 
tion: "It would be helpful if we — 
thought that Denis believed in some- — 
thing.” In fact, he did believe in some- - 
thing—the erosion by inches of “the condi- 
tions which produce avoidable suffering, 
oppression, hunger, wars, racial and na- | 
tional hatred, insatiable greed and vindic- 
tive envy "—but he seldom bothered to say 
so. Potential supporters in the centre, be- 
lieving that he would allow Labour to con- | 
tinue to drift, voted instead for Mr Foot; - 
some deserted the Labour party for the spP. 
The title of “The Time of My Life" is - 
doubly apt. The book; like the man, is rum- - 
bustious and full of fun. But it is also a seri- 
ous history, seen through one man's eyes, of 
British—and, to a large extent, world—poli- 
tics since 1945. It deserves to be read by peo- 
ple who have never thought of reading a vol- 
ume of political memoirs before. 
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Superpower rivalries 
End or entre'act? 


Corb War, THIRD WoRLD: AN Essay ON 


SoviET-AMERICAN RELATIONS. By Fred 
Halliday. Hutchinson/Radius; 198 pages; 


B £14.95 


OREIGN-policy analysts are ringing 

down the curtain so often these days 
that the fabric must be wearing thin. To 
mounting applause, they have announced 
the end of the cold war, the end of the post- 
war era, even the end of history itself. One 
reason for this end-trend is a growing feeling 
that things are going the West's way as de- 


Still a bit chilly 


mocracy, peace and free-market economics 
spread their appeal: how nice to think that 
change might be here to stay, and that its 
benefits might gradually extend to the poor 
four-fifths of mankind. 

This Panglossian view is not shared by 
Fred Halliday, who is professor of interna- 
tional relations at the London School of 
Economics. As far as most third-world coun- 
tries are concerned, the idea that peace and 
prosperity are round the corner is an illu- 
sion. In this short book, he argues that the 
cold war, broadly understood, is not over at 
all. Competition between Russia and Amer- 
ica in the third world will continue as, al- 
most certainly, will war and revolution. 

Superpower tensions have eased: both 
sides want to limit the arms race; third- 
world conflicts in which the two have 
a stake are either being solved, or, 
where these look insoluble, being left 
to others. But the reason for this 
change, Mr Halliday thinks, is a Rus- 
sian retreat in the face of American 
pressure, reinforced by a need to put 
its own house in order. The core of 
the rivalry is unchanged. And what is 
that core? Not, thinks Mr Halliday, a 
purely geopolitical clash of great pow- 
ers, a self-serving arrangement to 
keep allies in check, or a colossal mis- 
understanding. He takes instead a 
classical view of the cold war as a 
"contest between two distinct politi- 
cal and socio-economic systems". 

At risk of simplification, Russia's 
usual job in this contest has been to 
stir up revolutions on behalf of the 
have-nots, America's to stamp them 
out on behalf of the haves. Mr 
Halliday lists 31 revolutions since 
1945, 14 in the past decade and a half, 


most of which have had Russian support. 
Though his sympathy is for revolution, he is 
too honest and clear-headed to treat all this 
in black and white terms. He blames Amer- 
ica for propping up free-market dictators; 
but he also chides third-world revolution- 
aries for imposing reckless social or eco- 
nomic reforms that their people did not 
want. The biggest disadvantage for the revo- 
lutionary regimes that emerged in the 1970s 
and 1980s, he seems to think, was that they 
“had no ready blue-print or established sys- 
tem of international non-capitalist support 
waiting for them.” 

What does Mr Halliday see for the fu- 
ture? That there will be new revolutions is 
virtually certain, since in much of the third 
world, hunger, maldistribution of wealth, 
and political oppression persist. But what 
sort of revolutions will these be, how signifi- 
cant will they be in the overall pattern of 
development, and what part will the sup^7- 
powers play in helping or hindering the 
Future revolutions will almost certainly not 
be like the Russian one: Iran's, famously, 
was not. 

America's role can be roughly pre- 
dicted. Its urge to get involved on behalf of 
the "free world" is unlikely to be suppressed 
for long. Can the same be said, with the 
signs changed, for Mikhail Gorbachev's 
Russia? At present, it does not look at all 
like a revolutionary champion of the op- 
pressed. But if not Russia, who? 

Those already convinced that the cold 
war is over and that the West has won will 
have little time for Mr Halliday's book. 
Those with a more sceptical temper, even 
where they disagree with him, will find 
plenty to challenge them in its vigorously ar- 
gued pages. 
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Influence-peddling for fun and profit 


F YOU do business in America, need to 

keep track of its politics, or simply have 
a passing interest in the way governments 
do (or don't do) their job, knowing how 
Washington works is part of the core 
curriculum. How TO Win iN WASHING- 
TON*, a slim guide by Ernest and 
Elisabeth Wittenberg, two old hands at 
Washington lobbying and public rela- 
tions, takes much of the drudgery out of 
the learning. Clearly, concisely and light- 
heartedly, they map out the secrets of get- 
ting what you want in America's capital. 
They deliver exactly what their subtitle 
promises: "Very practical advice about 
lobbying, the grassroots and the media.” 
Unwittingly, they tell rather more. 

The authors teach mainly by anecdote, 
tracing lobbying wars over the past decade 


or so and showing how the winners 
achieved their goals. How did Chrysler 
win its $1.5 billion loan guarantee from 
the government? By bringing together a 
huge, and surprising, coalition that per- 
suaded Congress that the car company's 
well-being was crucial to someone in every 
congressional district, right down to the 
workmen who made the nails for the ship- 
ping boxes. How did Planned Parenthood 
stave off deep cuts in its federal financing? 
By persuading women visiting its clinics to 
write 50,000 individual letters to 
Congress. 

All this is sprinkled with step-by-step 
suggestions on how to proceed. They 
range from the general (be prepared) to 
the specific (keep all business cards; to- 
day’s congressional assistant is tomor- 





110 





row's undersecretary of state). The keen 
and brash can even learn the correct way 
to offer a congressman money for his re- 
election (never directly; always, “I'd like 
to help") and how to manipulate the press 
(try offering a story on Friday evening, 
when bureaus want weekend pieces). 

This is useful, and entertainingly so. 
But without meaning to, the Wittenbergs 
also end up showing the reader exactly 
what is wrong with Washington. They un- 
mask the Play-Doh nature of American 
lawmaking, in which laws, regulations and 
budgets are constantly molded to suit 
whatever interest group has, for the mo- 
ment, the most support behind it. There 
seems no place for good government, just 
popular government. This book gives 
more than a few hints about why the bud- 
get deficit is so large and unattended. 





*Blackwell; 161 pages; £25 and $19.95 
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THE ECONOMIST ATLAS 


A new international work of reference for the 1990s. 28 


It’s a changing world. 
Yesterday’s information becomes 
misinformation. 

People in business, govern- 
ment, journalism, education and 
the professions - in fact anyone 
who has to understand the shape 
of the world today - need a daily 
source of reference. 

The Economist Atlas com- 
bines the attributes of a top-class 
atlas with a uniquely accessible 
and highly visual economic and 
political world analysis. 

Magnificently bound in red 
or blue leather, The Economist 
Atlas matches the style and feel of 
The Economist Desk Diary: high 
quality matt surfaced paper and 
gold edged pages. Names or 
initials can be goldblocked on 
the cover. 


World Maps 


70 pages of the highest qual- 
ity political and physical maps cov- 
ering every country in the world. 





ANYTHING ELSE 
IS SIMPLY HISTORY. 
World Comparisons 


37 pages of full colour the- 
matic maps, integrated with 
specially commissioned graphics, 
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providingat-a-glancecomparisons | 
between the countries ofthe wod i 
on subjects ranging from defence 
spending and foreign debt to life 
expectancy and environmental 
pollution. 


World Encyclopedia 3 

The largest section, consist- — "E 
ing of over 200 regional and 
country profiles. These combine — E 
lively four-colour graphics with f 
succinct and authoritative text to | 
provide a comprehensive overview. x 
of “the state of the nations of the : | 
world". ! 
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e 


There is an extensive index "m 
and glossary and more than 1000 |. 
original four-colour graphics. D 

To order your Economist | 
Atlas, simply fill in the coupon 
now and send it with your | 
payment to the address given. — | 


The Economist Diary Department, The Diary Company, 4th Floor, 69 Wyndham Street, Central, Hong Kong. 





Ronee ete diner RA rit 

Dagens Nacringsliv (Norwegian), Deusto (Spanish), Esselte 
(for Sweden in English), Rostrum (Durch), Schultz. (for 
from Century 


HKS$585/US$75. 
All prices include Airmail postage 
Goldblocking-initials HK$46/US$5.90 
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made payable to The Economist Diary Depart- f 
ment. (International money orders are 


) 
I enclose my cheque for HK$/US$ =H 
accepted.) 


Please charge my American Express/Access/ f 
Mastercard/Visa account number at the Hu! 
price quoted. I 


CETTE TTT TTT Tr 


EXPIRY DATE 








SIGNATURE 





don want to recive promos erature 
from other companies. 


[1-3 
Please kenita Bis adir Kv Aib polar LR 
ment to: The Economist Diary Department, 
The Diary Company, 4th Floor, 69 Wyndham 
Street, Central, Hong Kong. 





Registered office: 25 St 
London SW1A 1HG. 


Registered in England No. 1775671. 


James's Street, 








a 
Shangri-La's 
Sabah 


À hideaway in the tropics. 








Bathed by ocean breezes. 
Cosseted with attention. 


Seclu ded 


from civilization. 


© Tanjung Aru Beach Hotel 


KOTA KINABALU, MALAYSIA 








A SHANGRI-LA INTERNATIONAL RESORT 





TANJUNG ARU BEACH HOTEL, LOCKED BAG 174, 88999 KOTA KINABALU, SABAH, MALAYSIA. TEL: (60-88)58711 TLX: 80751 TABHOT MA. FAX: (60-88)217158 
SHANGRI-LA INTERNATIONAL: AUSTRALIA (008) 222 448 € BANGKOK (2) 236 7777 € HONG KONG (5) 810 7782 
© KUALA LUMPUR (03) 230 6248 € SINGAPORE 235 1311 € TOKYO (03) 667 7744 
SHANGRI-LA INTERNATIONAL HOTELS and RESORTS: CANADA € CHINA ¢ FIJI e HONG KONG € MALAYSIA è SINGAPORE e THAILAND 











With 365 days of business in Europe, 


it's fortunate there's a new Europages every year. 





To find new customers, the best 
suppliers or your future business 
partners while saving time and 
money — consult Europages. 
Europages '89 means 340,000 rea- 
ders throughout Europe, a choice 
of 6 languages, 10 countries and 
over 140,000 companies at your 
fingertips. For 365 days a year. 
Until the next edition. 


Sales representative: 


THOMSON DIRECTORIES 

Thomson House, 296 Faruborough Road 
Farnborough, f T rm 
Hampshire GU14 ?NU | 
Tel. (0252) 516111 

Fax (0252) 377005 
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end Sorry state of a literary prize 





. Who needs the Booker? 


Box prizes have their uses. For every 
BJ celebrity writer on an advance of 
£50,000 or more, a couple of thousand oth- 

ets are struggling to survive on less than 

:- £10,000 for the best part of a year's work. 

: Their prose may be as magnificent, their 

. perceptions as acute. Reviewers may have 

< lauded- them. But their books will do noth- 
ing to earn them bigger advances unless 
their names mean something to the con- 
sumer. The lasting value of a book prize, or 
even a place on the shortlist, is that it makes 
the author famous. 

Among book prizes the Booker has for 
years enjoyed a category all its own, thanks 
in part to the unfair advantage of having a 
"--nsor—in fact, a food-products com- 

ty—with a literary-sounding name. Book- 
makers take bets on it; newspapers run huge 
articlés.on it. Television coverage of the 
Booker dinner ritually includes a chat show 

* in which distinguished literary panellists are 
invited to guess the winner. The dinner it- 
self, filmed with discretion, conceals the fact 
that most of the diners are Booker 
McConnell employees, who may be more in- 

» terested in the good food on their plates. 

^71. The Booker, it has to be said, has be- 
ome a sad. and shoddy farce. The judging 
panel has been hampered for years by the 

-media-circus aspect of the prize. Celebrity 

names make for good publicity, so Kingsley 

 Ámis gets rewarded for a novel that is a long 

:' way from his best. Sexual equality has to be 

* Observed, so the chosen six must comprise 
three of each sex, irrespective of merit. Insu- 

- larity is à vice, so an Australian, Canadian 

ior New Zealander stands a good chance of 

“winning every two or three years. A bit of 
controversy is required, so one scatalogical 

book will usually be squeezed in: never two, 
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for fear of bringing down disrepute. 

This year's judges have made the usual 
mistake. In trying to satisfy everyone, they 
have pleased nobody. Martin Amis's blackly 
magnificent "London Fields" has been ex- 
cluded, supposedly because of its sexual con- 
tent. Michael Frayn's witty “The Trick of 
lt" did not make it; neither did Julian 
Barnes, Iris Murdoch or Anita Brookner. In 
the final shortlist, the women come of 
worst. Rose Tremain (one of last year's 
judges) is in with "Restoration", a well-re- 
searched historical novel set in Carolean 
England, but marred by wooden dialogue 
and a pretentiously symbolic structure mod- 
elled on Dante's "Divine Comedy”. Marga- 
ret Atwood is a long way from her admirable 
best in "Cat's Eye’’2, a self-indulgent evoca- 
tion of childhood which shows only a hint 
of her gift for painting familiar scenes in new 
colours. Sybille Bedford's "Jigsaw'3, an 
autobiography posing as fiction, is also a sur- 
prisingly dreary offering from the creator of 
that marvellous tribute to Mexico, “A Visit 
to Don Otavio”; it is full of clichés and sen- 
timental asides. Can this really be the stuff 
of prize-winning fiction? 

To paraphrase Schopenhauer, talent 
lies in hitting bulls’ eyes everyone can see; 
genius lies in hitting the bulls’ eyes nobody 
knows were there. James Kelman hits identi- 
fiable bulls’ eyes with an unerring thud in 
“A Disaffection' 4, a drab portrait of a week 
in the life of a young Glaswegian teacher. 
Hailed as the new Beckett for his grotesque 


1 Hamish Hamilton, £12.95. To be published in Amer- 
ica by Viking in April. 2 Bloomsbury, £12.95; 
Doubleday $18.95. 3 Hamish Hamilton, £12.95; Knopf, 
$18.95. 4 Secker & Warburg, £11.95; Farrar, Straus & 
Giroux, $18.95. 5 Faber, £10.99; Knopf, $18.95. 
6 Secker & Warburg, £10.95 






and scurrilously funny short storie 
Kelman’s deadpan style is stretched Ł 
its limits in a novel. So, it seems, 
vocabulary. “Go and fuck yours 
have a fucking wank in the bath 
and have a fucking wank in you 
man's bed. Go and spill your fuckir 
ness ya fucking idiot." It is hard to s 
the judges found this more acceptabl 
Mr Amis’s reasonably discreet. passages 
Black Holes. Perhaps it is all a case of it 
ing the right literary mentor; Mr Kelm: 
partial to the currently — fashiona 
Hölderlin, while Mr Amis may be felt: 
have said enough already about his belov 
Nabakov. ; 

The picture is not entirely bleak. Kazuo 
Ishiguro's "The Remains of the Day"'5 is; 
sentially trivial but exquisitely wrought: 
the character of his old-fashioned British 
butler whose code of loyalty and respe 
unmistakably Japanese, Mr Ishiguro has cr 
ated a memorable and pitiful figure. But th 
young author has already won.” 
Whitbread prize and been a Booker co 
tender, and his novel was in its second prin 
ing when the shortlist was announced. F 
did not need the prize half as much 
panel of judges needed him to smart 
the male side of the shortlist. 

The judges have managed to pick o 
book that allows them to hold their heads 
up. John Banville's “The Book of Ei 
dence" 6 is the work of Ireland's finest co 
temporary novelist, a writer to whom lite 
ary acclaim has not yet brought the wi 
following he richly deserves. This novel; 
inventive testimony of a murderer more ti 
terested in making an impression than 
caping conviction, is as hauntingly beautifi 
and original as the same author's “Mefisto’’ 
and "The Newton Letter." A 
Here again, Mr Banville shows ; 
his uncanny ability to make ev- 
erything he describes seem new ™. 
and rare, yet instantly. ` 
recognisable. i 

One good choice, how- 
ever, is not enough to rescue 
the Booker from its embarrass- 
ingly evident decline. It is 
surely time for the backers to 
call it a day. 




















































































Orchestras 


The Berlin wall- 


LAUDIO ABBADO’S election as chi 
conductor of the Berlin Philharmonic 

in succession to the late Herbert von Kara- 
jan, who resigned last April, appears to have 
taken the musical world rather by surprise. 
In fact, Mr Abbado—reserved: ‘and 
wardly unassuming but also intensely ar 
tious—has developed his career with a s 
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nes of touch reminiscent of Karajan 
himself. Like Karajan, hailed as Europe's 
Generalmusikdirektor in 1957 when he was 


only 49, the 56-year-old Italian conductor 


will simultaneously head both the Berlin 
Philharmonic and the Vienna State Opera 
and, like Karajan before him, is set to exer- 
cise growing influence over the remodelled 
Salzburg Festival. 

The new conductor's contracts with the 
orchestra and with the competing record gi- 
ants, Deutsche Grammophon and 
CBs/Sony, have yet to be drawn up; but 
there is little doubt that he will be negotiat- 


- ing from a position of strength. In personal 
- terms, too, Mr Abbado will probably have 


 aneasier ride than his predecessor. His style 
epitomises that of the new generation of 
- leading conductors, Britain's Simon Rattle 


= among them, who have retained all the 


= age that distances them en- 


. brings with him none of the 


= Red-Green government coali- 


x 


1H 


— ignation in April. 


r er and influence of the traditional mae- 
stro while skilfully presenting 
to the press and public an im- 


tirely from such allegedly over- 
masterful figures as Toscanini, 
Mengelberg, Szell and Karajan 
himself. Mr Abbado also 


 trappings of a multi-million- 
» pound business empire; and 
his longstanding sympathy 
_ with the political Left will en- 

dear him in Berlin to the new 


tion, whose surprise election 
earlier this year was a clear fac- 
tor in Karajan's precipitate res- 


In terms of repertoire, Mr 
Abbado lacks some important 
qualities that would not have 
been missed had Bernard 
Haitink been elected. (Mr 
Haitink declined to run, apparently unwill- 
ing to enter the complex and faction-ridden 
world of Berlin musical politics.) In sound 
and musical tradition, the Berlin Philhar- 
monic is a principal guardian of the great 
nineteenth-century German repertoire from 
Beethoven and Schumann to Brahms, 
Bruckner and Strauss. Yet, to date, Mr 
Abbado has been a somewhat faceless inter- 
preter of this music. 

With his high musical intelligence, he is 
a superb decoder of a good deal of twenti- 
eth-century music and the non-German op- 
era repertoire from Verdi onwards; but else- 
where he seems more at home with the 
works of many of music's great obsessives, 
Rossini and Mendelssohn, Stravinsky, 
Ravel and Prokofiev. He will undoubtedly 
modernise the Berlin repertoire and perhaps 
further refine it, although Karajan's love of 
French and Italian music has already given 
the orchestra an extraordinary Protean abil- 
ity to switch from Bruckner to Debussy at a 
moment's notice. 
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In other respects, Mr Abbado is very 
much a product of the empire he now inher- 
its. Although he was educated at the Milan 
Conservatoire, he trained in Vienna under 
Hans Swarowsky during the Karajan years, 
often singing under Karajan in Vienna’s 
Singverein choir. Astonishing early success 
at conducting took him to America, but it 
was Karajan himself who introduced him to 
the Berlin and Vienna orchestras and to the 
Salzburg Festival, where in 1965 he acceded 
to the young ltalian's request to make his 
festival debut with Mahler's Second Sym- 
phony. “He was like a father with advice and 
help", Mr Abbado recalled last year. 
Recently, the Berlin orchestra was 
greatly impressed by Mr Abbado's scrupu- 
lous and informed rehearsals in preparation 
for the 1989 Berlin Festival, a quality Kara- 
jan himself commended in Mr Abbado 
shortly before his death. “It is the mark of a 





"Elektra", take 24 


real conductor", said Karajan in a series of 
conversations to be published next month*, 
"that he has the authority to insist, even 
with a top orchestra, that there is more work 
to be done. In Vienna Mr Abbado has had 
24 orchestral rehearsals for Strauss’s 
"Elektra"! It is perhaps four too many, but 
after years of experience he can ask for this 
and knows that it is necessary". 

Mr Abbado will not seek, nor will he be 
given, a life-contract with the Berlin Philhar- 
monic, although this may not be of great 
consequence. His four predecessors, apart 
from Karajan (who was granted his life-con- 
tract in 1955), all died in office. If, in Kara- 
jan's own phrase, the Berlin Philharmonic is 
in career terms “a wall to lean one's back 
on", it might be well into the next century 
before the world's most famous orchestra 
has to elect the next Pope of Berlin and its 
adjacent territories. 


*With Richard Osborne. Oxford; 161 pages; £12.95 
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Political memoirs 


Sleeping partner 


NFAIR, but probably reasonable, to 

look at Mrs Nancy Reagan’s “My 
Turn” from the 13-page excerpt in the cur- 
rent Newsweek rather than wait another 
week for Random House to release the 
book. Washington memoirs by people who 
are not all that interesting in themselves but 
who lived through interesting times, close to 
interesting people, are read exclusively for 
the juicy bits (political rather than sexual 
juice). And Newsweek grabbed those. 

So, sorry to Random House, which paid 
Mrs Reagan and her co-author Mr William 
Novak $2m for the book (gush and italics 
and all) and got $205,000 from Newsweek, 
but here is a juicy-bits check-list. 
€ Does she get her own back on Mr ` 
Regan who revealed in his own, rather g 
memoirs that the former first lady consulted 
a Californian astrologer on her husband's 
schedule? You bet she does. She reports, 
with a wealth of happy vindictive detail, the 
stream of big-wigs, including Vice-President 
George Bush, who more or less pleaded with 
her to get Mr Reagan to sack his chief of 
staff. A lady who knows about status, she is 
professional at punishing others for their 
nasty status-conscious little habits. 

e Did she rely on astrology? Yes, frightened 
after her husband's attempted assassina- 
tion, she did—and found, rather to her dis- 
may, that the astrologer expected to be paid. 
(The astrologer, in her own book, claims 
that her fee was more than $1,000 a month.) 
@ Did she exert political influence on her 
husband? Whenever she could. As she says, 
sleeping with a person for eight years gives 
one unbeatable access, and she never held 
her opinions back, though Mr Reagan did 
not always accept them. 

e Was her influence for the good? On 
whole, probably yes. Her instincts on people 
were fairly sound (on Jim Baker: “I always 
felt his main interest was Jim Baker") and on 
publicity even better. She understood when 
Ronnie was going overboard (all that evil 
empire stuff) and steered him towards his 
rapprochement with Mikhail Gorbachev. 
She even spied the nice little room with a 
fireplace in the Swiss chateau where the two 
men had their first téte-à-téte (and gets in an 
extra dig at Mr Regan who foolishly wanted 
to break up their talk). 

e Did she dislike Mrs Gorbachev as much as 
we all thought? Yes. "My fundamental im- 
pression of Raisa Gorbachev was that she 
never stopped talking. Or lecturing, to be 
more accurate.” 

So what more do you want to know? 
Well, Mr Regan has been invited by the 
Washingtonian to review the book, and that 
should be quite fun to read. 
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. New York: 

3rd & 4th November, 1989 
<The Essex House Hotel 
160 Central Park South 
«New York, New York 


Friday: 10.00 to 20.30 
Saturday: 10.00 to 15.00 


Come any time during the indicated hours. Workshops will be held by Alumni and Admissions officers. 
——————————— —ÉÉÉÉÉÓÉOOÓÓÓABBRB esl 
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THE NETHERLANDS 

ROTTERDAM SCHOOL OF 
MANAGEMENT 

Erasmus University 

Attention: Anita-Noordzii 
Burgemeester Oudlaan: 50 ? 
3000 DR: Rotterdam. The Netherlands 
Phone: (31:10):408.19 27 


j: 
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SWITZERLAND 
IMD 


Attention: Mis Sylvia Würster 

P.O: 915 -CH-1001 Lausanne - Switzerland 
MBA Admissions Office 

Phone: 41.21/26.71.12 (From Now. 9, 'B9: 
41216180111) 





FRANCE 
INSTITUT SUPERIEUR 

DES AFFAIRES 

Attention: Kim Woodard 
Centre HEC-ISA 

78350 Jouy-en-Josas, France 
Phone: (33.1) 39.56.7375 
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EIGHT LEADING EUROPEAN 
. BUSINESS SCHOOLS WILL PRESENT THEIR 
PROGRAMMES IN NEW YORK, COLOGNE AND MADRID 


Cologne: 


24th. & 25th November, 1989 
Hotel Inter-Continental Kóln 
Helenenstrasse 14 


5000 Kölin 1 


Friday: 14.00 to 18.00 
Saturday: 10.00 to 16.00 


se 


UNITED KINGDOM 

LONDON BUSINESS SCHOOL 
Attention: Diane Pritchard 
Sussex Place: Regent's Park 
London NW1 45A, UK 


. Phone: (44.1) 262,50 50 





‘UNITED KINGDOM 

MANCHESTER BUSINESS SCHOOL 
Attention: MBA Information Service 
Booth Street West 

Manchester M 15 6PB, U.K 

Phone: (44.61) 275.63.33 


s. 
d "tj 
=. 


ITALY 

SDA BOCCONI 

Attention; Pamela Grumbie 

Via Bocconi 8 

20136 Milan, italy 

Phone: (39.2) 83.84.66.23/66.11 


ee 







Madrid: 

2nd & 3rd February, 1990 
Palace Hotel 

Plaza de las Cortes, 7 
28014 Madrid 


Friday: 12.00 to 20.00 
Saturday: 12.00 to 20.00 



































IESE 
FRANCE SPAIN 
INSEAD IESE 


Attention: MBA information Service 
Boulevard de Constance 

77305 Fontainebleau Cedex, France 08034 Barcelona, Spain 
Phone: (33.1) 60.72.42 73 Phone: (34,3) 204 40.00 


I ei 


When you are not able to attend the forum, write for more 
information to one of the above mentioned business Schools, 


Attention: Elizabeth McCormick 
Avenida Pearson 21 


Please send me: O a brochure on the Eight leading Business Schools 


{a brochure on the o Business School- 
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HOTEL MANAGEMENT 


in Switzerland, France or England 





| The Institute of Social 
Studies (ISS) 


2 -is a centre of higher education and 
~ research with worldwide institutional 
links. Inthe academic year 1990/91 ISS— | MM | 1,75. nuu and Graduate studies i 
offers the following courses in the 



















: English Language: l| M —————— ———— 
; The School of Hotel Management of Schill 
DEGREE PROGRAMMES international University offer study programs 
X 7 ^ rtificate to Master's degree. Students 
M.A. (DEVELOPMENT STUDIES follow the American educational system and ha 
Oe d flow the American educational system and have | 
September 1990 to December 1991 with 








over 5 of Schiller's centers in Europe with English 
as the language of instruction. Training at 
Schiller's eh in Germany. and Switzerland, and- f. 
intensive instruction in business manager PEU 
peor students for a rewarding career in the 

otel and tourism industries. Transfer credits... 
awarded for relevant studies already completed. 
Entry January or September, Summer courses. 


SCHILLER INTERNATIONAL UNIVERSITY |. 
Dept E1H Hotel Europe Dept EIH 






the following specialisations: 
Agriculture and Rural Development. 
Economic Policy and Planning 

= Labour and Development 

Public Policy and Administration 
Regional Development Planning 
Women and Development 



































Kis : : . PO Box 272, hateau Pourtal 
Politics of Alternative Development Strategies CH6390 Engelberg et ^ Melanie, 

; : Switzerland 67000 Strasbour 
. M.Phil. (DEVELOPMENT STUDIES) Telex 866461 EUCHO CH |. Telex: 870 327 SIU 


January 1990 to June 1992. A degree 

- based on a thesis on one of the areas of 
specialisation with selected course work 
component. 


. Ph.D. (DEVELOPMENT STUDIES) 
_A degree based on course work and a 
thesis. 


DIPLOMA PROGRAMMES 
September 1990 to April 1991 with the 
following areas of specialisation. 
Development Planning Techniques 


Tet: (041) 942635 Tel-88 31 0107 
Fax; 041 942255 fax: 88 31: 0814 
Accredited member AICS Washington, D.C. USA) 














SIU 1964-1989 25 years of international education 


University of Manchester 
7 INSTITUTE FOR DEVELOPMENT 
POLICY AND MANAGEMENT 
DEVELOPMENT FINANCE INSTITUTIONS: 





International Relations & Development MANAGEMENT AND DESIGN 
International Law and Organisation for A thorough training for middle- and higher-level officials of commercial and 
Development development banks in the design, appraisal, supervision and evaluation of 
4 SN OA lending programmes, in particular those aimed at small businesses anc 
Rural Policy and Project Planning small farmers. geo deus 
Population and Development Application forms and further details are available from Professor Paul 
Applications giving education background and expe- Mosley at the address below. 
Ris pd nd to the address indicated below PUBLIC ENTERPRISES: 
ue x | AGENDA FOR REFORM 
Applicants for M.Phil. and P h.D. degr ces must hold A course designed to identify and suggest ways of overcoming the 
at least an M.A. degree and applicants for M.A. and constraints to effective public enterprise performance and to explore policy 
Diploma programmes an appropriate Bachelor’s options including privatisation and enterprise rehabilitation in developing 
P prog pprop 
degree, relevant working experience and proficiency countries. It is suitable for all those involved with the management, 
in the English Language regulation and analysis of public sector enterprises. 
F i h ] Application forms and further details are available from Paul Cook at the 
‘urther information on individual address below. 
programmes, application procedures and eer d aed 23 April to 6 July 1990 (to be repeated 
possibilities for funding can be obtained from: The inclusive fee of £5,290 covers accommodation and. all fieldwork 
r : $e expenses. u 
The Academic Registrar institute for Development Policy and Management, Universi- 
Institute of Social Studies of Manchester, Crawford House, Precinct Centre, Oxford 
oad, Manchester M13 90S, UK. Telephone: 061 275 2812. 
PO Box 90733, 2509 LS, The Hague Telex: | E 669755 OFFICE G, Attn: ADMIN. Fax: 061 273 8829. 
The Netherlands The institute for Development Policy Fri Seiden pos s grind 
x ary institution of the University of Manchester, specialising in training, 
Telephone: 70 510100 consultancy and research in management and development in the Third 
Fax: 70 549851 World. 
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EXECUTIVE 
PROGRAMS 
at The University of Virginia 


GENERAL MANAGEMENT 


gE a The Executive Program '90 

ON aging Critical Resources-Charlottesville, Virginia 
anaging Critical Resources- -Cambridge, England 
£ Management Program in Australia ` 
O Young Managers’ Program 


LEADERSHIP AND MANAGING PEOPLE 


" Managing Human Resources 
g C ating the Future: Tie C hallenge of Transformational Leadership 
“reating the High-Performance Workplace 

a Leadership for Extraordinary Performance 

C) Managing Organizational and Individual Change 

g Power and Leadership 




















..D Commercial Lending Decisions 
© Advanced Commercial Lending 
CJ Corporate Finance for Commercial Bankers 
© Financial Management for Non-Financial Managers 
C) Negotiating Effective Company-Lender Relationships 


— VANUFACTURING 


: 9 Global Manufacturing Competition 
:. EM Innovation and Technology Management 
M. Manufacturing Management Program 






C) Marketing and Sales Executives’ Program 
C] Marketing Strategy: Business to Business 
a Sales Management and Marketing Strategy 





a Changes i in Health Cate: A-Managerial Perspective 
"£3 Evaluation of C. apital Projects: Appraisal in Uncertain Environments 
C) Managing the Corporate Aviation Function 


C Managing Information Technologies: A Line Manager's Perspective. March 18-23, 1990 


g Mergers and Acquisitions: Strategy and Implementation 
Ci Strategic Management for Line Managers 





Please return this ad to receive additional information on each program you have checked. 





Mailing Address 


City/Country/Postal Code 0 aaa 


Mail to: Executive Programs (Dept. VG), The Darden School, Box 6550, Charlottesville, VA 22906 or telephone: (804) 924-3000. 
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(ENGINES 


SPECIAL TOPICS 







«= Graduate School of Business Administration — 







June 3-July 13, 1990 
Feb. 12-23, 1990 + May 21-June 1, 1990 
June 11-22, 1990 

June 24-July 6, 1990 

Oct. 29-Nov. 17, 1989 + March 11 





-30, 1990 


Feb. 18-23, 1990 

April 8-11, 1990 

March 4-9, 1990 

Nov. 28-Dec. 1, 1989 « June 5-8, 1990 
May 8-11, 1990 « Sept. 4-7, 1990 

Oct. 8-11, 1990 






















April 22-27, 1990 » June 17-22, 1990 

Feb. 25-Mar. 2, 1990 » July 15-20, 1990 

Feb. 11-16, 1990 

Jan. 21-26, 1990 * April 8-13, 1990 + Sept. 23-28, 1990 
Sept. 23-26, 1990 


March 4-9, 1990 
Oct. 14-19, 1990 


Nov. 5-17, 1989 * April 22- May 4, 1990 





May 6-18, 1990 
April 29-May 4, 1990 


Oct. 29-Nov. 3 * Dec. 3-8, 1989 * Jan. 14-19 « Apre] 6, 1990 





April 17-20, 1990 
Feb. 25-March 2, 1990 
May 13-18, 1990 


Nov. 5-9, 1990 
April 16-20, 1990 


CITY 
UP University 
BUSINESS SCHOOL 





EVENING MBA 
Boost your career, without interrupting it. 


The Evening MBA has been carefully designed to avoid the 
career interruptions associated with doing a full-time course. 


The.programme is geared to the City’s key areas of concern ~ 
finance, banking and international management — giving the 
student access to the widest pool of business knowledge and 
developing analytical and strategic thinking. 


Our students benefit from lectures by successful 
businessmen, and have the immediate opportunity to apply 
their learning in real life business situations. 


Applicants must have a good second class honours degree 
or the equivalent, Courses commence in February and 
September. For further information, please contact Debra 
Durston, Assistant Admissions Officer, at the City University 
Business School on 


01-920 0111, ext. 2238 
eee ee 





Fordham University, New York City 


International MBA 
Degree Program in Europe 


There is a need to professionalise the business education and 
development of managers. As this fact is increasingly recognised 
in Britain and in advance of 1992 in Europe, the Fordham 
International MBA Program is timely, challenging and relevant. 


This Program offers 


a prestigious, internationally recognised MBA Degree 
intensive professional development 

an opportunity to major in both General Management and 
International Finance 

a network of international business contacts 


instruction by the Faculty of Fordham's Graduate School of 
Business Administration 


For organisations, this Program is an opportunity to invest in top 
quality management development. For individuals, it represents 
a significant step towards career advancement. 


Further information and application forms for admission to the 
Program may be obtained from: 

The Program Director, Fordham MBA Degree Program, 

Irish Management Institute, Sandyford Road, Dublin 16, ireland. 
Tel. 353-1-956911. Telex 30325 IMI El. Fax 353-1-955147. 


The Fordham International MBA is accredited by the American Assembly of 
Collegiate Schools of Business. 
















~~ BACHELOR, MASTER, DOCTORATE | 







~ Taking the GMAT or GRE 





EARN coe tae 
. Studies build exams? 
Self-paced. Send 
peered 2 We CAN help 
# à j Write to: 
niversity, = A rite to 
DB USE Los Angeles, CA 1045 Graduate Tutorials, GTAC Associates 
CC FREEPOST, London W5 4BR 


oos Tel: 01-993 3983 


MBA & GMAT 
ADVICE CENTRE 


For choosing an MBA course we supply 
_ rankings & guide books, To help with 
GMAT we sell the Official Guide, practice 
. papers and a course on Dec 9th. 


For immediate attention contact 
PasTest UK. Tel: 0565-55226 
Fax: 0565-50264 


LEARN TO SPEAK FRENCH BY ~ 
TOTAL NATURAL IMMERSION 


with French participants for 7 
intensive days in the DORDOGNE 


Cháteau LA VALOUZE 


J. L. Lefevre CIEL.BP.180 
24490 LA ROCHE CHALAIS, France 
Tel: 5381 44 28 


LEARN 
FRENCH 


The intensive way and in real 
immersion. This means living in 
one of the most picturesque re- 


'gions of France and really becom- 


ing fluent. Also vacation and 
learning. pian. Cultural pro- 
gramme in Paris. Winter pro- 





gramme on the French Riviera. 
tate age, goal level and time 
available. US transfer credits. 
The French and American Study 
Center, BP 176, Lisieux 14104, 
Cedex, France, Tel: 31 31 22 01. 
Fax: 313122 21. 


Hotel 


Institute 
for 


"4" Management 


Montreux 
Switzerland 


HOTEL 
MANAGEMENT, 
TOURISM 
DIPLOMAS IN 
ENGLISH 


@ Hotel Courses: 2, 3 year 
Swiss and US Diploma. 

@ Tourism Course: 1 year Swiss 
and International Diploma. 
Intakes: January; September. 
Details: 

HIM, Avenue des Alpes 15, 
CH-1820 Montreux, Switzerland, 
Tix: 453261 HIM. 

Phone: 01041/21/9637404. 
Fax: 01041/21/9638016. 


courses -- most developed or the U.S. 


State Dept. offer foreign | mystery 
We t 
dramas, dialogues recorded i i, 


man, Spanish, Mallan, 


Greek, Russian, F 'ortuguese, d d 
Swedish, Turkish, Thai, Urdu etc. etc. 
Call 01-937 1647 for FREE 32pp 

er 
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UNIVERSITY DEGREE 


For Life, Academic & Work Experience 
Degrees for people who want to be more effective and 
secure in their Jobs or Professions. 





Send detailed résumé on work ite and academic experience for a no 
coat evaluation. 


PACIFIC WESTERN UNIVERSITY 


600 N Sepulveda Bivd, Lot Ai California : 137. -USA 
Phone: 213/471-0306 olex: 182315 Fax: 21 : 
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Get ready for 1992 learn French now 
at the most renowned school 


INSTITUT DE FRANCAIS 


highest quality teaching 
EC high-level international student body 
19 A cordial, hard-working atmosphere 
"9 French cuisine 
C9 À breathtaking setting on the Riviera 
-© A truly dedicated st 
^. Daily 08.30-17.00 with 2 meals 
For adul. Slevels: Beginner Ito Advanced Hl 
week immersion course starts 27 November, 8 January 1990 and all year 
JNSTITUT DE FRANCAIS — EJ21 
23 Av. Gie-Lederc, D6 VILLEFRAMCHE/MER. T. 53 01 84 44, Ta. 970.9098. Fx. 99760217 


The foreign language RESOURCE 
for professionals who have to 
communicate in the real \ world: 


LANGUAGE 
LEARNING 


"300-7 


Self-instructional cassette programsin , 
50 languages : from Albanian to Hindi, : 
Italian to Welsh (plus English for business). 


USA TeleFAX: 
010-1-508 CATALOG Concord, 
371-2935 à CALL NOW! | 4 


ru ey 1 Hen 
Om 
An Introduction 
to Business Forecasting 


There has never been à greater need for accurate forecasting. 

And never before has there been such a plethora of techniques and 
methodologies for carrying it out. This four day residential 

programme will offer à critical assessment of the quantitative 
techniques and software packages available to the forecaster. 
Participants will be given “hands on" experience of some of the most 
recently developed forecasting software, and see demonstrations of 
commercially-available packages. 

The problem of effective forecasting management and its role in 


" "rhe decision making process will also be examined over the four days, 


vas will the important issues associated with the defensibility as well as 


the accuracy of forecasts. 
Date: 5-8 December 1989. Fee: £1,250. Applications should be 
made to the Programme Registrar, Rehana Shah, at the address below. 


Company 
Address 


Büsiness Forecasting, London Business School, Sussex Place, 
Regent's Park, London NWI1 48A, UK. 
52 5050. Fax: 01-724 7875. Telex: 27461 LBS KOX G. 


29 Lexington Rd., 
Mass 01742, USA. 


| Address 


Telephone No 


DOING BUSINESS 
THE SOVIET UNIO 


in view of 1992 and the changes in the 
economic policy, USSR opens the next great 
challenge in the globalization process. 
In order to deal with this issue the LIMI - 
Leningrad international Management 
Institute - is launching a serie of courses 
aimed at helping Western managers who wish 
to enter or to expand their business operations 
in the Soviet Union and who wish to understand - 
the opportunities offered by this market. 
LIMI is the result of a partnership between 
Bocconi University (Milan, Italy) and the 
Leningrad State University and its activity is 
based on running programs tailored on East- 
West relationships through an international 
faculty, carried out by leading world specialists, 
and direct contacts with both sides companies. 
The first course, “Crafting effective 
strategies for trade with the Soviet 
Union" - Leningrad, December 1989 - will 
focus mainly on the following issues: 
- Designing and implementing Joint-ventures; 
- Running a Soviet Business: managerial and 
organizational perspectives 
- New tools for segmenting the Soviet Industry 
and running effective entry strategies. 


SCUOLA D! DIREZIONE AZIENDALE 
DELL'UNIVERSITÀ LUIGI BOCCONI 


MILANO-iTALY 


LIMI - Leningrad International Management institute 
Via Bocconi, 8 - 20136 Milano (italy) 
Tel. 0039/2/83846010 - 6011 

Fax 0039/2/83846008 

Please, | would like to receive further information concerning: 
DOING BUSINESS IN THE SOVIET UNION 


Surname and Name — 








Postal Code City 
Country 














PPOINTMENTS 


UNIVERSITY OF MANCHESTER 
INSTITUTE FOR DEVELOPMENT POLICY AND MANAGEMENT 


Applications are invited for the following LECTURESHIPS tenable 
from 1 April 1990: 


FINANCIAL MANAGEMENT 


The successful applicant will play a vital part in enlarging the 
Institute's competence in the general area of public sector financial 
management. Practical working experience, preferably in a devel- 
oping country, and commitment to research essential. Knowledge 
of management information systems highly desirable. 


RURAL DEVELOPMENT 


: The successful applicant will be involved in teaching on the 
* Institute's range of Master's, diploma and short courses in the area 
of rural development; and in consultancy and research in the rural 
development area. He/she should be a graduate with several years' 
experience in the management of agricultural and rural develop- 
ment programmes, either at project, central government or NGO 
evel. 
In both cases, appointment will be for a two-year period in the first 
instance with the likelihood of conversion into a three-year rolling 
contract. Salary according to qualifications and experience in the 
range £10,458-£15,372 or £16,014-£20,469 pa. 
Further particulars and application forms (returnable by 17 
:: November 1989) from the Registrar, The University, Manchester 
M13 9PL. Tel: 061 275 2028. Quote ref: 248/89. 
The University is an equal opportunities employer. 


Chair of 


Accounting 


Applications are invited for a new Chair of 

-. Accounting which is to be established in 
the Department of Accounting and 
Management Science. The four existing 
Chairs in the Department are in Accounting; 
Financial Control; International Banking and 
Financial Institutions; Management Science. 
Candidates should be able to provide strong 
research leadership within the field of 
accounting. 

Further information is available from 
the Secretary and Registrar, The 
University, Southampton, SO9 5NH. 
"s (0703) 592802), to whom applications 
11 copies from applicants in the UK) should 
be sent before 10 November 1989. 


m UNIVERSITY OF 
Se] SOUTHAMPTON 


THE FAR EAST 


TRANSPORT 
ECONOMISTS 


Hoff & Overgaard a/s, Planning Consultants, invite applications 
from experienced transport economists/planners for employment 
as members of technical assistance teams within the roads sector, 
especially in the Far East. 

The work includes assisting and training local staff in planning : 
procedures, data collecting and management, programming o 
construction, rehabilitation and maintenance works, monitoring 
surveys etc. 


Applicants must have had experience in planning of main and... 


rural roads in developing countries, inc uding preparation of |^ 


project reports, queer manuals etc. Former experience from 
the Far East, and a record of successful collaboration with local: 
staff are important qualifications for employment. 


Selected applicants will be offered an attractive salary commenst 
rate with qualifications and experience. Other benefits wi 
include car and housing allowance and accident and medic... 
insurance. ; . uer 
Applications in writing together with detailed curriculum vitae, 
details of language and computer capabilities, family status, 
health conditions, and availability for. assignment, should be 
sent to: 4 ee : 
Hoff & Overgaard a/s 
10, Granskoven 
DK-2600 Glostrup 
Denmark 


A firm in the Carl Bro Group of Denmark 


United Nations Organisation for Humanitarian Assistance to Palestine 
Refugees in the Middie East (UNRWA) requires a : 


CHIEF, DATA PROCESSING DIVISION 


to be based at its Headquaters in Vienna. The division is ised into 
one Systems Development and one Operations Branch with a total of 
about 30 staff responsible for the development and maintenance of a 
variety of batch, on-line and office automation systems. At present the - 
batch systems run on a large IBM mainframe operated by the Internation- 
al Atomic Energy Agency, while office automation and a limited number 
of on-line systems run on. Wang. equipment installed at UNRWA's 
Headquarters offices in Vienna and Amman and in its Field offices 1 
Lebanon, Syria, Jordan, the West Bank. and Gaza. The Vienna Heac 
quarters office has one VS7150 and one VS65 with a total of approxi- . . 
mately 130 devices attached, gra) about 100 PCs. Each of the other 
six locations has a VS65 with 20-40 PSs, printers etc. 


UNRWA is now in the process of identifying its overall information needs 
and setting priorities with a view to preparing a strategy for future 
development and/or procurement of new systems plus acquisition of 
related hardware, while at the same time making optimal use of its 
present data processing resources. External consultants will shortly be 
invited to assist the management in this endeavour. 


This post is at the senior management (P-5) level in UNRWA. The 
successful candidate will have a university degree at the advanced level 
in computer science or related discipline plus additional. coursework in 
business administration and management. He or she. will also have a 
demonstrated record of at least five. years successful information 
technology management at a senior level in a large commercial or 
governmental organísation with responsibility for systems development 
and operations, office automation, end-user computer and telecommuni- 
cations. An excellent command of spoken and written English is 
essential. f 
Annual tax free remuneration starting around. S$57,000 . (without 
dependants) or about US$63,000 (with dependants) plus other benefits. 
Applications with full curriculum vitae should be sent before 10 Novem- 
ber 1989 to: : ; 
United Nations Relief and Works Agency (UNRWA) 
Chief, Personnel Services Division ) 
PO Box 700 
A-1400 Vit 
. Austria 





PPOINTMENTS _ 


UNIVERSITY OF 
STRATHCLYDE 


DEPARTMENT OF 
ECONOMICS — 

Applic ^ invited from 
candidates with a relevant post- 
graduate qualification for a Re- 
search Fellowship, tenable for 
$' i the first instance. 
he successful candidate will 
with Professor Andrew 
ughes Hallett on a series of 
„projects concerned with interna- 
tional economic policy, exchange 
rate: targetting and coordination, 
| financial markets and structural 
"ustments. Salary in range of 

x 1,458-£16,665 per annum. 
Applications (Ref: R79/89) 
owith full cv and the names and 
;] addresses of three referees 
| should be sent by 31 October 
| 1989 to Professor Hughes Hal- 
lett; Department of Econom- 
ics, University of Strathclyde, 
Glasgow G1 1XQ, who will be 
pleased to ‘supply further 

| information. 


THE UNIVERSITY OF SHEFFIELD 
. School of Management 


RESEARCH 
ASSOCIATESHIP 


Applications are invited for the above 
| post, available immediately for two 
ears, to work on an ESRC/SERC 
nded project on "Performance Pres- 


:{ sures and Technological Progress in 


British Industry". 
The project is multidisciplinary, bridg- 
ina economics, management, account- 
and the technologies of the indus- 
s to be studied pharmaceuticals, 
vrectronics and metal goods). It forms 
part of a. Pan-European comparative 
project and if the latter is funded will be 
interlinked with studies in other coun- 
| tries (France, Germany, Holland, italy). 
it will focus on in-depth investigation of 
four to six multinational firms. Candi- 
dates should; have an academic back- 
ground centred in accounting and fi- 
| nance, management of economics, and 
: a broad knowledge of the rest of those 
fields, together with experience of, or 
Natural aptitude for, interviewing senior 
| Managers. Postgraduate qualification 
and/or industrial experience desirable; 
f without a postgraduate qualification, 
;the appointee will be encouraged to 
egister for one. Starting’ salary 
i M pa, negotiable for exceptional 

idate, 


] For further information contact: Dr 
| istemi Damirag (0742-768555, ext 
| 6788) or Dr Andrew Tyleoois (ext 
1/6795) to whom applications, includ- 
| ing a cv and the names/addresses of 
| two-relerees, should be returned to 
| Sheffield University Management 
School, Conduit Road, Sheffield S10 
AFL i 3 November 1989. Ref 


‘An Equal Opportunity Employer 


IE ECONOMIST OCTOBER 21 1989 


UNIVERSITY OF STIRLING 


SCHOOL OF ACCOUNTANCY, 
BUSINESS, COMPUTING 
AND ECONOMICS 


CHAIR IN ECONOMICS 


The University wishes to ap- 
point a Professor of Economics 
preferably with effect from 1 
February 1990, but the starting 
period can be negotiated. Ap- 
plications are invited from suit- 
ably qualified persons. Infor- 
(nal enquiries may be made to 
Professor R. A. Hart, Division 
of Economics (Tel 0786 
73171, ext 2630). 

Salary will be within the profes- 
sorial range. 

Further particulars are avail- 
able from and applications 
should be received by The 
University Secretary, Uni- 
versity of Stirling, Stirling 
FK9 4LA (Ext 2250) by 13 
November 1989. 


MINTEL INTERNATIONAL 


Rapid expansion at Mintel means more: 


FREELANCE 
RESEARCHERS 


to write reports in continental European and UK fmcg, 
finance, retailing and leisure areas are required. 


Ability to analyse consumer research and/or under- 
take trade research, work to tight deadlines and a 
knowledge of European (incl UK) markets and are al 
essential. 


Send a curriculum vitae and a sample of your work to: 
Peter Ayton 
Mintel International Ltd 
18-19 Long Lane 
London EC1A 9HE 


Do you have the energy 
to succeed? 


Manweb, the electricity distributor and supplier for 
Merseyside and North Wales, is to be privatised. 

Our newly created Power Economics Group requires two 
people to research and develop strategies for the procurement of 


electricity. 


You will have several years' experience in some or all of the 
following key areas, preferably within an energy or utility 
environment: 
€ Energy and Power System Economics 
e Decision Analysis 
e Risk Analysis and Risk Management Techniques 
e Scenario Development and Strategic Planning 
e Analys’s of Global Commodity Markets. 

You should be highly numerate and should possess good 
communication skills. 

A salary of around £23,000 is envisaged, together with 
generous relocation assistance and other benefits. 

If you can face the challenge of working in the new world of 
privatised electricity and would like to work in the attractive 
City of Chester then please write with full CV to: The Personnel 
Department, Manweb, Sealand Road, Chester CH! 4LR. 

Closing date for applications is 3 November, 1989. 

Manweb operates an equal opportunities policy. 





APPOINTMENTS 





















fied candidates, preferably with re- 
search experience and skills in some of 
the following areas: 













International Institute of 


a ~ N Tropica SEEMS 
} COWPEA 
"^*^ BREEDER 


IITA invites qualified applications for the. position of Coupes Broeder in a jont 
project of the Southern African Development Cooperation Conference and and the HTA 


'arwick Business Schoo! 


RESEARCH FELLOW— 
ME CENTRE 


e Small and Medium Sized Enter- 


se Centre is seeking to recruit a gaia wi : 

à ry will be on 1A Scale: £10,458- 
areh Faw to leg iie £16,665, or 1B Scale: £9,816-£12,381 
thin th stats iis rticular th depending on qualifications and experi- 

in the Centre. in particular ine re- ence Appointment will be for one year 
archer would participate in a new in the first instance 
project funded primarily by the Depart- i 
ment of Employment, BSC (Industry) Application forms and further particu- 





industrial Economics or Geography 
Computing 
Business Studies 
























and local organisations in Cleve- lars from the Personne! Office, Univer- Grains Legume Improvement Program. 
ind, to examine changes ìn the ‘Enter- sity of Warwick, Coventry CV4 7AL IITA is an international agricultural research institute in a world-wide consortium of 
Culture’ over the last ten years. — (0203 523627) quoting Reference 13 centres co-sponsored by the World Bank, Food and Organization 








Participation in the other projects within ^ Number 10/44/89/43. Closing date 
Centre's portfolio would also be Friday 3 November 1989. 


couraged. 
AN EQUAL OPPORTUNITIES 






(FAO) and United Nations Development Programine y. The Institute has 
substations and outreach programs in many countries of sub-Saharan Africa. IITA 
scientists from 45 nations work in partnership with national agricultural research 























lications are invited from well quali- EMPLOYER. 





Æ LONDON BUSINESS SCHOOL 


RO PLE I t E UBE 


DT | 


Lecturer in 
Interpersonal Relations 


London Business School wishes to appoint a Lecturer in 
Interpersonal Relations. The position will be located within 
the Organisational Behaviour subject area and the 
successful candidate will work closely with members of that 
subject area on interpersonal skills courses for MBAs and 
executives, 


The successful applicant will have academic 
qualifications in psychology or social psychology with 
| postgraduate qualifications at either the Masters or Doctoral 
level. He or she will be able to demonstrate high levels of 
competence in conducting training programmes 
concentrating on interpersonal and group relationships 
across a wide range of organisational levels. Administrative 
= skills in managing, updating and reviewing a team of part- 
time tutors are essential. 

As LBS has a high priority on research some evidence of 
research capability and publications in recognised journals 
would be an advantage. But these achievements would be 
less important in the selection process for this particular post 
than the established and demonstrable competence of the 
individual in interpersonal or communications training. The 
location of the person's experience whether in a university, 
college or consultancy is not important. If the candidate 
wishes he or she may enrol for a part-time doctorate at LBS. 


The facilities at LBS for this sort of work are excellent. 
The Pocock Centre has four audio visual studios with 
playback and editing rooms. Technical support is first class. 

People wishing to apply should write with an up-to- 


date CV, citing 3 referees to Dr. Gareth Jones, at the 
address below. 








jedan e ue 
ee a 























will be the implementing agency. 


The postion of Cupan Breeder i bat st MA Mi SERENA 
candidate will collaborate with national research programs in initiating and 
executing a systematic program of cowpea a genetic improvement for he ecologies and 


Croppina eystems of the SADCC region: The duties of the Cowpea Breeder 

a a wee reda 
parts to breed improved disease- and insect-resistant cowpea varieties that are 
also high-yielding and adapted for small farmer use. 

* Accumulating, describing, evaluating and maintaining cowpea germplasm. 

* Improving cowpea through a crossing program involving local and exotic 
germp! 

* Formulating test nurseries for multilocation evaluation im cooperation with 
national cowpea programs. 

* Providing segregating material for evaluation by national programs. 

* Cooperating with SACCAR in ident and satisfying training eds fbr cowpea 
research scientists and technicians for the SADCC region. 

Candidates must possess a doctoral degree in erop breeding vh e minimum of fve 

Jt ot eee a ed paige uo tropical: Candidates must 

have strong interpersonal skills and and be self-motivated. Fluency in English is required, 

wire et e Fortagecne an advantage. 

The salary and benefits are competitive and include bousin, personal cur, children's 

educational allowances, annual home leave travel and health services. 

Applicants for the position of Cowpea Breeder are invited to send their curriculum 

vitae, with names and addresses of throe referees (including telephone urs telet 

numbers, if available) to either of the following addresses: 



































INTERNATIONAL 
PROPERTY 






















Regional SANIBEL ISLAND 
Technical FLORI 
A dvisors Large, airy private eed Two bed- 


rooms, three. baths, pool, tennis. 
Two minutes to. Gulf of Mexico 
“beach. National Sanctuary nearby. 
Available. April. 25-May 25. Write 
Owner, PO- Box 1416, Sanibel, 
Flo. 33957, for pictures and details. 


i SPANISH NE MOUNTAIN. 


Positions available in Primary 
Health Care, Small Enterprise De- 
velopment, and Agriculture and 
Natural Resources; Responsibilities: 
designing, planning and evaluation 
f project, staff training, project 
bad stopping, and technical writ- 
ing. Qualifications: Master's degree 
in technical area; five years experi- 
ence in a developing country as 
jg manager/consultant, excel- 
nt writing skills, willingness to 
undertake. extensive and difficult 
field travel. 
Send cv to: International Employ- 
ment, CARE, 666 First Avenue; NY, | 
NY 10016, USA. j 

























only 20 miles from Gibraltar, glorious 
countryside and views, small foreign 
community, Houses for sale in. all con- 
ditions from. primitive - to luxurious. 
Prices £8,000 to. £400,000.. Ideal for 
retirement or holi day. . — - 
R. Mann, 3 St Martin's Road, London ^ 
rk 8 or Christine : 














APPOINTMENTS 


; University of Stirling 
LECTURESHIP IN ECONOMICS 
* Applications are invited from. suitably 
qualified persons for a lectureship in 
Economics. Applicants with interests in 
< any aspect of economics will be consid- 
‘ered, A strong commitment to research 
45 essential The post is a five-year 
|: appointment; this may be extended in 
gue course, = 
"Salary will be on the Lecturer Grade A 
“ot B, £10,458-£20,469, dependent on 
-» age, qualifications and experience. itis 
- hoped that the successful candidate 
will take up the appointment early in 
| 4990. 
Applications, in the form of a cv, to 
include: the names of three referees, 
“should be sent to The Staff Office, 
: University of Stirling, Stirling FK9 4LA, 
; 786 73171, ext 2314, from whom 
x particulars are available. Clos- 
ing date for receipt of applications is 6 
» November 1989. 



















| Lectureships in 
| Accountancy 
and Finance 





y University has two vacancies within its School of 


The University College 
of Wales 
Aberystwyth 
LECTURESHIP IN SOVIET STUDIES 


Applications are invited for a new lec- 
tureship in Soviet Studies in the De- 
partment of International Politics, which 
offers a variety of undergraduate and 
postgraduate degree programmes in 
both international relations and political 
Science. Applicants should have a par- 
ticular interest in Soviet foreign policy, 
a solid background in Soviet govern- 
ment and politics, and a knowledge of 
the Russian language. 


The appointment will date from 1 Octo- 
ber 1990. It will be made on the Lectur- 
er A scale (£10,458-£15,372) or the 
Lecturer B scale (£16,014 to £20,469). 
Application forms and further informa- 
tion on this position may be obtained 
from the Staffing Officer, University 
College of Wales, Old College, King 
Street, Aberystwyth SY23 2AX. Tele- 
phone 0970 622054. Closing date for 
applications is 20 November 1989. 


UC) 


NORWICH 









University of 
Cambridge 


Faculty of Economics and Politics 


ASSISTANT DIRECTOR OF 
RESEARCH IN THE THEORY OF 
FINANCE 


Applications are invited for this new 
office which has been established pri- 
marily to provide additional teaching 
strength for the one-year MPhil course 
in Finance. 

The appointment will be for up to five 
years, with the possibility of reappoint- 
ment for periods not exceeding five 
years at a time or to the retiring age. 


The present pensionable scale of sti- 


pends is: £14,169 a year, rising by nine 
annual increments to £20,469. 


Further information may be. obtained 
from the Secretary of the Appointments 
Committee for the Faculty of Econom- 
ics and Politics, Sidgwick Avenue, 
Austin Robinson Building, Sidgwick 
Avenue, Cambridge CB3 9DD, to 
whom applications (ten copies), includ- 
ing a curriculum vitae, the names and 
addresses of three referees, and a full 
list of publications should be sent so as 
to reach him by 20 November 1989. All 
correspondence should clearly indicate 
to which vacancy it refers. 


The University follows an equal oppor- 
tunities policy. 





ECONOMIST | 


To join Secretariat of intergovern, 
mental organisation in January 
1990. Advanced education econome 
ics/statistics, familiarity with cotton, 
textiles, perona computer skills de- - 
sirable. Ability to do analysis, write | 
reports in English essential. Detailer 
requirements available from Ex 
Dir., international Cotton Advisoi 
Committee, 1901 Pa Ave, NW 20 
Washington DC 20006, USA. Fax: 
202-463-6950. Apply by 27 Novem 
ber 1989. 















UNIVERSITY OF ST ANDREW! 
Department of Economics 


Research 
Fellowship 


Applications are invited. from candidates 
with postgraduate qualifications in E 
nomics and Econometrics for a two-year 
Research Fellowship to work under the: | 
direction of Professor Brian, Main on an 
ESRC funded project on the incenti 
effects of top executive pay and the perfi 
mance of British companies, 


Salary in the range £9,816. to £12,381. 
The position is available from 1 January - 
1990. i 4 
Further particulars and an application: 
form may be obtained from The Director 
of Personnel Services, College Gate, U 
versity of St Andrews, 5t Andrews, Fife 
KY16 9A], to whom applications must be 
sent to arrive not later than 21 November 
1989. 













































Information Systems for lecturers with research interests 
and teaching skills in any area of accounting, finance and 
business. As well as those offering financial accounting 
and financial management expertise, we would welcome 
applications from candidates who combine quantitative 

. Skills with interests in, for instance, marketing or organisa- 

"tional behaviour. 


One of the appointments will initially be for a period of one 
"ear. The other post is available under the UFC's New 
\cademic Appointments Scheme, and is a permanent 
: post, for which preference will be given to staff at an early 
Stage of their careers. Salary will be at an appropriate 
point on the. Lecturer scale A (£10,458-£15,372 per 
~ annum) or scale B (£16,014-£20,469 per annum). 


Applications (three copies) which should contain a full 
curriculum vitae, including exact date of birth, together 
_ With the names of three persons to whom reference may 
| be made, should be lodged with the Administrative Secre- 

itary, University of East Anglia, Norwich NR4 7TJ (tele- 
| phone 0603 592734), from whom further particulars may 

:be obtained, not later than 4 November 1989. 


UEA is an Equal Opportunities Employer 








PPOINTMENTS WANTED 






































Agrarian Policy Analysis and Planning Specialist 


WHO? IICA, a regional international organization, head- 
quartered in San Jose, Costa Rica. 

WHAT? Vacancies for specialist in the field of Agrarian 
Policy Analysis and Planning. 

HOW? Individual has the responsibility for identifying, pro-  . 
moting and implementing actions leading to institu- 
tional strengthening: providing assistance and tech- 
nical support in projects the IICA is developing in the 
Countries; procuring external resources for the im- 
plementation of the projects; and performing other 
related tasks. 











































REQUIREMENTS: M.Sc or preferably PhD in related field; sev. 
years of experience; command of English and Spanish; tec! : 
nical and administrative leadership skills and publications in 







the field. 


SALARY: The position will carry a salary commensurate with 
qualifications and experience, It will be not less than 
$ 33,475 per annum. 








ENTREPRENEURIAL SPIRIT 


- with - writing/Gusiness/environmental back- 

a ground, problem-soiver, seeks employer with 
ion.” to see how my experience can assist 
business. Researching my specialty. Flex- 

, team player, organised, self-starter. 

French, German. Relocation desired. 

Elaine Kokoska, 126 Woods End Road, Fair- 
field, CT 06430, USA. Tel: (203) 259-2757. 











RELOCATING TO LONDON 


MA from Johns Hopkins University in Interna- 
tional Relations/Economics. Fluent Spanish/ 
French/German/Portuguese. Creative; well- 
Spoken; well-travelled. Background in mar- 
keting, research, PR, writing, arts. Please 
contact Ms M. G. Roppel, 2455 Lindell Bivd, 
Apartment 3111, Del Ray Beach, FL 33444 
USA. Leave message at {407} 276-4285. 










APPLICATIONS should be sent to: INTER-AMERICAN INSTITUTE 
FOR COOPERATION ON AGRICULTURE, Suite 820, 1889 F Street, 
N.W., Washington, D.C. 20006-4499. Fax 202 4586335, or Direc- 
tor of Human Resources, IICA, Apartado 55-2200, Coronado 
San Jose, Costa Rica. Fax 506 294741. 














PPOINTMENTS 










"GITEC is one of the leading German consulting firms with a staff of about 150, 
working in Germany and in some 30 developing countries. 


For future projects, and projects underway, we have openings for assignments 
in East Africa and Latin America: 


1. URBAN MANAGEMENT ADVISER 


to be attached to the city councils of two secondary urban centres. Tasks comprise assistance in estate 
management for recently developed industrial and business areas as well as management, operation, and 
maintenance of such new commercial infrastructure as markets, craft centres, slaughterhouses, and bus 
terminals. 


2. DEVELOPMENT BANKERS 


to assist industrial, agricultural, and urban development banks or funds which provide financial assistance to any 
kind of small business or for infrastructural improvements, supporting private initiatives in rural and urban areas. 
Tasks comprise all aspects of lending; they also include the development and implementation of management 
information systems and of impact monitoring. 


3. SMALL-ENTERPRISE PROMOTION SPECIALISTS 


"with a broad background in small-scale industries and handicraft promotion schemes, to assist in designing and 
implementing comprehensive small enterprise promotion programmes, covering lending and extension services. 


Training of local staff is an important factor in all assignments. 


*:Fluency in English and relevant experience in developing countries are indispensable requirements. In the light of 
the company's involvement in Latin America applicants conversant with Spanish will be given priority. 


-Please send your curriculum vitae and references to: 
| GITEC CONSULT GMBH, Bongardstr. 3, D-4000 Dusseldorf 30 
























TAX FREE 
SAUDI 
ARABIA 














ZIN DARUDEC 
JN 





























Danish Rural Development Consultants ALHOTY 
ESTABLISHMENT, 
Following expansion of its overseas agricultural and rural development activities primarily in the public nes ARAM: 
i ! " 
sector, DARUDEC now requires to fill the following vacant positions: : i (a leering ARAN Co: 





require. 


ECONOMISTS | 


Degreed with minimum five 
years experience of Industrial 
Development; Third World 
(Mid-East) Economic policies 
and sytems. IBM PC literate. 
Knowledge of the Saudi | 
Economy also helpful. 

Working in the top ARAMCO 
echelon, the brief is to report | 
on various. Economic prob- 
lems and to analyse various : 
sectors of the economy. : 


Contracts are one-yearly (re- 


.1. MONITORING AND EVALUATION SPECIALIST 


Head of ministerial unit, East Africa. MSc, Agricultural Economics, extensive experience in design 
and implementation of monitoring and evaluation surveys and studies at national level using 
micro computers. 


.2. FINANCIAL MANAGEMENT SPECIALIST 


Adviser to senior management of East African parastatal on restructuring activities. Postgraduate 
education with at least 10 years experience. 


3. SENIOR ECONOMIST 


Head of Forward Planning Unit in an East African parastatal. Responsible for co-ordination of 
grain sector reviews and forecasts. 


4. UPLAND AGRONOMIST 


Member ofa multidisciplinary team in an ASEAN country. 































Successful applicants will have a relevant background and experience and be available at short notice. 
EEC Nationals preferred for positions 2-4. 


Application to: Personnel Office, DARUDEC, Stamholmen 112, DK-2650, Hvidovre, Denmark. Telefax: + 
45 36 77 28 29. 


DARUDEC would like to expand its database of experienced consultants in the following disciplines: 






agricultural education and training. 


Possibilities exist for long-term positions for individuals experienced with agricultural and rural 
development projects and relevant public sector institutions. 


Please send a detailed cv with references and indication of availability. 


Co-operatives, procurement, marketing and credit, small-scale enterprises, financial control, and | 







. | newable), male, single status, 

{with a (tax free) salary: 
c£20,000 pa and all of nor- 

mally expected benefits. 

Full detailed. résumés please | 

j to : 1 


















— BUSINESS & PERSONAL 














North American 
Industrial Group 


Would like to acquire a UK-based man- 
ufacturer of consumer products with a 
North American export presence or 
potential, Sales of £5-15 million. Reply 
to: 


DRINK TRADE 
Italian trading company distrib- 
uting wines on tap seeking new 
suppliers of drinks and dealers 
in EEC ee 

Enoservizi srl — CP 2007 — 
37122. Verona. — FAX (+39) 
51225423 — TLX 520689. 











Suite 2316, 120 Adelaide Street West, 
Toronto, Ontario, MSH 1T1, Canada. 

























NAURU BANK FOR SALE 
Central Pacific, No experience re- 
quired. Bearer shares. No taxes. Full 
. powers. US$7,500. Nauru Internation- 
al Services, 16929 E. Enterprise 
Drive, Ste 201, Fountain Hills, AZ 
85268 USA. Fax: (602) 837-2643. Tel: 
(602) 837-7988. 


LUXURY SERVICE APARTMENTS 
“Well sited for theatres, business and late night 
oShopping. Individually furnished studio and 


, | one bedroom apartments for rental from £220 
Sap: 10 £550 per week. Minimum stay one month. 


































AUTHORS WANTED 
BY NY PUBLISHER 


Leading subsidy book publisher seeks 
manuscripts of ail types, fiction, non- 
fiction, ‘poetry, juvenile, scholarly and 
religious works, etc. New authors wel- 
comed. Send for tree booklet. 


S92, Va Press, 516 W, 
Street, New York NY 10001 USA 






ZURICH-ZURICH-ZURICH 
BAHNHOFSTRASSE 52 
4, YOUR OFFICE AWAY FROM HOME 
2 rho Secretarial Services 
ompany/Fiduciary Formations 
u international uc Docs/nvoices 


@ How to do business 
Switzerland. 
i Business Services Consult Corp 
Bahnhofstrasse 52, CH-8022 Zurich 
: Tel: 01/211 92 07 
Fax: (1) 2111922 — Telex: 813 062 BSIC 














34th 













ivor from 













LONDON 
South Kensington 


Luxury fully furnished one and two bed 
; Bats in quiet cul-de-sac off Gleen: Gate. 
a 
































ide: er, di di lept S, 
CUT THE COST OF emilia Gt peg ag nid 
YOUR STAY IN LONDON rates from £266 to £560 plus VAT. 








FULL DETAILS: TEL 01-225 0184; FAX 


Take a furnished, self-contained service 01-225 0280. TELEX 893095. 


apartment in Knightsbridge, near Harrods. 
Fully equipped kitchen-dinette, bathroom, 
; i TV, central heating, elevator, 
it 1-2 persons. 





Brochure by airmail. 
Knightsbridge Service Apartments 
45 Ennismore Gardens, LONDON SW7 
Fet: (01-584 4123. Telex 295441 (Ret KSF} 


WILLETT HOTEL 


32 Sloane Gardens 
London SW1W 8DJ 
Tel: 01-824 8415 
Fax: 01-824 8415 
Telex: 926678 
Small character town house off Sloane 
Square. All modern facilities, Full English 
breakfast inclusive of very modest rates. 


ALINBAR EXCLUSIVE HOTEL 










MaBUSINESS VENTURES 


OMMERCIAL DEVELOPMENT. —MININ 


or n 
EASTERN BLOCK 
COUNTRIES 


MINETEC FINANCIAL | | SELLING SKILLS 
SERVICES CO 





























For high value, complex services: 
consultancy, technology, research 
etc. Individual and group coaching. 
Intensive, professional, ethical and 
powerful. 


Kendall-Sleath 


Tel 0742 581571. 
Fax 0742 751071. 















Currency Contidential is a weekly forecasting 
Service tor dealers, corporate treasurers and 







1 Every week you will get an overall survey of alt 

WE the mao currencies—where they are and 

igp where they are heading: explicit foreign ex- 

I change and interest tate forecasts as well as 

Eutostady Publ Co, Ludgate House. 107 

I ‘Street, London ELA 2AB, England. 

© Eurostudy Publishing Company is requisied 
by the Securities & Investment Board 






Apply now lora free sample copy to Rpom L, I 
Fleet 


TENDERS 





SEMINARS 


FOUR INTENSIVE NETWORKING SEMINARS | 













NATIONAL INVESTMENT CORPORATION (SN 


PO BOX 423, YAOUNDE, CAMEROON 
PREQUALIFICATION NOTICE 


The National investment Corporation (SNI) is a state holding company wit 
equity ker mph in enterprises covering a wide range of sectors, SNI is 
currently making efforts to restructure its portfolio, within which there are a. 
number of enterprises that may have suffered from the difficult economic 
conditions. affecting many developing countries. A major element of this 
restructuring effort is privatisation. 


SNI intends to invite bids from eligible bidders for the supply of technical 
assistance services related to the planning and implementation of this 
privatisation program. Assignments will vary according to the individual 
Situation of each enterprise but will fall in the following broad categories: 


— valuation of each enterprise under consideration 
— development and evaluation of alternative methods of divestiture for < 
each enterprise in question 
analysis of legal and tax aspects of each privatisation action 
recommendations with regard to financial restructuring, enterprise 
reorganisation and other preparatory steps where appropriate 
— assistance in identifying appropriate buyers 

assistance in analysis of bids received 
assistance in negotiations with potential buyers. 


interested parties wishing to participate in the bidding may apply for 
prequalification to the following: 


Director General 

National Investment Corporation (SNI) 
BP 423, Yaounde, Cameroon 

Tel: 22-44-22. Telex: 8205 KN 


No later than 31 October 1989. 


The prequalification of bidders will be based on the ability of applicants to 
perform assignments satisfactorily as attested by past performance and 
experience, especially in developing countries. 





Led by Clive Hermann and Paul Christmas, both masters 
in the art of simple explanation, to be held in London: 


INTERCONNECTIVITY - 1-2 NOVEMBER 1989 - £595 + VAT 

Computer networks should communicate and can. Interconnectivity deci- 
sions can make or break the performance of your system. This seminar 
shows you how to analyse your system and make the right choices. 


UNDERSTANDING DATA COMMUNICATIONS : 20-21 NOVEMBER 1989 
£595 + VAT No previous technical knowledge is needed for this 
thorough background in Data Communications. Using live demonstra- 
tions, this seminar covers methodologies, OSI, ISDN and future trends. 


EVALUATING AND IMPLEMENTING PC NETWORKS 

22-23 NOVEMBER 1989 - £595 + VAT Thé use of open and standard 
architectures now can enable true information sharing. This seminar 
shows you how to develop a successful network that will move into the 
future with you. 


STRATEGIC NETWORKS - 24 NOVEMBER 1989 - £295 + VAT 
By the close of this seminar delegates will be better placed to ensure that. | 
their business objectives are directly supported by an appropriate network 
of information and communication systems. 





For course brochure telephone Julie Barnes on 
01-871 2546 or FAX 01-871 3866 
The Network Resource Centre, 2 The Chapel 


— Royal Victoria Patriotic Building, Fitzhugh Grove, London SW18 35X 
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LONDON W1 


Next to Swiss Embassy in quiet 
mews. Charming, small house to 
iet fully furnished at £250 per week. 


Full details: telephone 079-85-262 
(UK) or 714-966-0531 (USA). 


US IMMIGRATION 


Licensed attomey. 
Practice limited to US immigration law. 


Si Westport, CY 06880 Law 
125 "Main St, Ww 
Tel: (203)226-1223. Fax: S Fix: (209 454-7890 


DID YOU SPOT THE 
INTEREST RATE MOVES 
THIS SUMMER? 


GNI’s “MARKET ALERT” DID 
AND IT CAN BE YOURS FREE 


GNI, one of Europe’s leading specialist futures 
and options brokers publishes Market Alert when 
a major movement in any futures market is 
anticipated. For three successful years Market 
Alert has been making timely trading 
recommendations. Recent issues predicted the 
interest rate moves in the UK, the US and France 
resulting in four trading recommendation 
winners. 


LIMITED FREE OFFER 

For a limited period, GNI will send investors 
interested in seeing these trading 
recommendations FREE copies of Market Alert. 
Compiled by GNI's expert research analysts and 
economists, Market Alert is amongst the most far- 
sighted and innovative reports. Despatched by 
post or Fax, each Market Alert highlights a 
specific trading opportunity with a comprehensive 
analysis, interpretation and rec oimmendanon, 



























ral Hedge 
Sarah Hodge Recruitment Consultants 


Need a Top Secretary? 


Call (01)434-0030 
215-217 Oxford St London W1R 1AH 









































VISITING $ 
LONDON? 


Forget hotels { 
Self catering apartments, fully il 
; serviced, T.V., telephone, telex, | 
| fax, short or long rental 












































SEND THE COUPON OR sane & NA Ais 
PHONE TODAY K (COP 
The next six copies of Market [9 
Peer cadine a Se a tel: 01-835 1144 
present themselves. NPE "OWMOOP A fax: 01-373 9693 
MR a SERVICED 
APARTMENTS LTD 

















To: Scott Spencer, GNI (Jersey) Ltd., 14 Britannia Place, 
Bath Street, St. Helier, Jersey, 
Channel Islands. 


Tel: 0534-59059 Fax: 0534 75059 
Or: Edward Sutro, GNI Limited, Colechurch House, OFFSHORE 
1 London Bridge Walk, London SE1 25X COMPANIES 


Tel: 01-378 7171. Fax: 01-407 3848 
BRITISH VIRGIN 
ISLANDS 


26/27, Collingham Gardens 
London $w5 OHN 
araea A 























I would like to receive six issues of MARKET ALERT 
free 


Nameu 2. oc UNT een sd Hte D EI Lu 


AUTES Sa Co nc c a es Let Lect 


(Please call if necessary? 


NCC 
MEMBER REGISTRATION AGENTS LTD. 


Investors should be-awere hat investments in futuses and options can fall as well CROWE Sm t : 


as rise in value, perhaps Us the extent that losses contd &sceed the initi investment, 
Investors should alsu be aware thal tradiug in curreucies other than yourown ie D ish POF py 


rouse additional fluctuations in | guri actos HE 
TEL: 1 ONG 2834444 USA. FREE F 


A BIS Der CREE FREE) 






Although GNI Glerseu) Ltt. is ame duember of the APBD, many uf the rules and 
regulations made ander the Financial Services Act I88G and by the APBD for the 
protection of inti estar s de not apply to investineut business carried an 6 udside 
the UR. 





NEW YORK TIMES SUNDAY: EDIT 
UK delivery and ‘subs 0225 335378 
“All the news that's fitto print" ^ 

pn——  ———————áá——— 
EXPATRIATES—FREE copy, uniqué 
expat newsletter. Write: Expatworld, 
box 1341 Raffles City, Singapore 9117. 





RENT-FREE HOLIDAYS. Fine houses 
for exchange in 25 countries. World- 
wide Home Exchange, 45 Hans Place, 
London SW1X 0JZ. Tel: 01-589 6055. 





2ND PASSPORT/DR LICENCES. Any 
country, varlous: reports on how: to 


- obtain them. INI, 26 Kleomenous, Ath- s 


ens 10675, Greece. 





START an Import/Export Agency. No 
capital or risk. Immediate access to 
profits in world trade. FREE be 
Westlink (C), 55 Constitution £ 
Edinburgh EH6 TAY, Scotland. 





RARE BONDS FOR THE COLLEC- 


9EH. Tel, 0376 71138. 





HANDWRITING ANALYSIS through 
fully qualified graduates from the Acad- 
emy of Graphology. Contact G.S.L. 22- 
26 Shepherd Street; London W1Y 7LJ. 
Tel: 01-493 8104. 





OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7. 





INVESTMENT IN MEXICO: Advice tor 
forming companies, joint ventures, tax 
planning, permanent address for doing 
business in. Mexico. Grupo Cadmo. PO 
Box 5-127, Mexico. City. Fax 905 
37-48. f 





PANAMANIAN CORPORATIONS pro^ 
vide complete confidentiality and zero 
tax liability. We offer company formation 
services on a fast, reliable and competi- 
tive basis. H. |. Darlington, POB 1327, 
Panama 9a, Panama, Tel: 23-0834 or 
23-4819 (evenings 23-6779). Fax: 
234936. 





EXECUTIVE HOTEL 
^ 57 PONT STREET 


KNIGHTSBRIDGE 
LONDON SW1X 0BD 


Nd 01-581 2424 


ax: 01-589 9456 
Telex: 941 3498 498 EXECUT a 


Single bedroom £49.95 + VAT 
Double or Twin £74.95 + VAT 


Elegance, 1 

value in A ueri ari captione ] 

| fashionable eos ird sae: 
Buffet style English breakfast 
included. ; : 


|. ALINBAR EXCLUSIVE HOTEL -` 









- OUTPUT, DEMAND AND JOBS Growth in America's industrial production eased to 2.7% in the 
year to September, down from 2.8% in the year to August. After three months of year-on-year falls, 
Britain's industrial production climbed 0.996 in the 12 months to August; in the year to September 
its retail sales grew by 2.296. In the 12 months to August Sweden's industrial production rose by 
5.3%, while Holland's increased by 5.696. Spain's retail sales climbed 9.7% during the same 
period; its unemployment rate edged to 16.895 in September, from 19.196 a year ago. 


% change at annual rate 


industrial production 


















































GNP/GDP retail sales [volume] unemployment % rate 
1 year latest year ago 
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ENMRUEIDDIINIDENEEEUREEE — — — — — — —— 
PRICES AND WAGES In September America's 12-month wholesale-price inflation rate rose to 
4.5%; West Germany's remained at 3.0%, while Japan's quickened to 3.3%. In the year to August 
Japanese wages rose by 6.396, equivalent to a real increase of 3.796 after allowing for consumer- 
price inflation. In the 12 months to September Spain's consumer prices increased by 6.896 (up from 
6.6% in the year to August); Sweden's rose by 6.4% (up from 6.396) 
* change at annual rate 









































consumer prices* wholesale prices* wages/earningst 
1 year 3 mthst 1 year 3 mthst 1 year 
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witzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 


m ECONOMIC GROWTH Japan, with an 


ECONOMIC AND FINANCIAL INDICATORS 





COMMODITY PRICE INDEX 
Just as in October 1987, 
chaos on the world's stock- 
markets spilt over into commodities, though 
movements were less spectacular than two 
years ago. Gold, the traditional refuge in 
troubled times, rose in London on October 
16th but failed to pass the $370 mark. Other 
precious metals also gained. Base metal 
fell sharply at first (on fears that a stoci 
market crash could tip the world into reces- 
sion), but then recovered quickly, with lead 
rising to an eight-year high on Tuesday. As: 
in October 1987, oil prices tracked share 
prices, first falling then recovering as share 
prices rallied. In Chicago meat prices fell on 
fears that a financial squeeze might cut 
household spending. 







































































































1985-100 change on 
Oct 10 — Oct 17 ¢ one one 
es MS MS month — year 
Dollar index 
fume S ÉIÀIMg dug +01 -95 
Food 96.9 884  — 14 -151 
Industrials 
QAO 1653 ^ 1657 Prp 58 
Nfa tt 1368 — 1372  — 02 = 16. 
Metals — 185.55 — 1859 +18 -— 79 
Sterling index 
At items | 1080 — 1071 04 +02 
Food 78.7 797 20 - 80 
Industrials 
Al . 136.0 1942 +05 + 42. 
Natt — 1126 — 1111  — 08 #89 
Metals . 1526 150.6 t 312 +19 
SDR index 
Alitems — 105.4 1056 —— 19 — 56. 
Food E 77.8 786  - 135 -114 
industrials 
Al 1328 1324 0.9 cmd: 
Nfa tt 109.9 1096  — 23 +27 
Metals .M90 — 1486  — 02 — 40 
Goid 
Speroz 36200 36750 + 17 -—107 
Crude oil North Sea Brent 
S per barrei — 1840 19.65 +10.1 +526 








$ Provisional $4 Non-food agriculturals 





average annual growth rate of 3.1%, saw 
the biggest increase in real income per 
person between 1900 and 1987. Even west- 
ern economists tend to agree that the Soviet 
Union had the fourth-highest increase, aver- 
aging 2.3% a year. During the 88-year 
period incomes per person in Asia trebled; 
Latin Americans became five times better 
off, while people in industrial countries had a 
| sixfold increase. Since 1950 average annual 
< growth of income per person in the nine 
Asian countries (3.596) has bettered that of 
|. Latin Americans (2.4%) and oeco countries 
| (3.3%). The disparity between incomes in 

< Latin American and Asia has widened sharp- 
ly. Argentina, four times richer per person 
than Bangladesh in 1900, was 13 times 
ticher by 1987. 
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l: Footnotes applicable to all tables. All figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, 





at annual rate. na not available. 
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ECONOMIC AND FINANCIAL INDICATORS 


—À——— OSS 
WORLD BOURSES Wall Street fell 5.396 on the week, but that still left it 2296 higher than at the 
start of the year. All the other markets in the table followed New York downwards. Frankfurt and 
Zurich had the biggest falls, both by about 1096. Tokyo held up best, with a decline of just 1.196. 





m BOND YIELDS Real long-term govern- 
ment bond yields (adjusted for the previous 
12-month rise in consumer prices) are close 
to their lowest levels since 1980 in America, 
Japan and West Germany. American yields 
fell further this week as investors shifted out 
of equities into bonds, trimming real yields to 
3.296, down from 9.096 in 1984. In 1987 
bond yields rose sharply before the stock- 
market crash; this year they have fallen in 
America and Japan, and real bond yields are 
two percentage points lower today than on 
the eve of the October 1987 crash. The fall in 
bond yields is partly because investors have 
greater faith in governments’ anti-inflation- 
ary resolve and partly because governments 
are running smaller deficits and so issuing 
fewer bonds (yes, even in America). 

















Stock price indices 
Oct 17 1989 = 

* Oct 16 - 

Australia 1662.6 1781.8 1412.9 
Belgium 6568.0* 6805.3 5519.3 
Canada 3904.2 4037.8 3350.5 
France 526.5 561.6 417.9 
W. 1850.8 2056.8 1595.7 
Holland 193.9 210.5 166.7 
Hongkong 2695.9 3309.6 2093.6 
Italy 668.3 734.8 577.5 
Japan 34996.1 35690.0 30183.8 
Singapore 1341.8 1431.9 1030.7 
South Africa 2450.0 2838.0 1961.0 
Spain 3111 328.9 268.6 
Sweden 4258.8 4660.3 3333.9 
Switzerland 7342* B29.1 613.1 
UK 2135.5 2426.0 1782.8 
USA 2638.7 2791.4 2144.6 


— 53 
- 30 
— 30 
— 60 
—10.0 
— 68 
— 52 
— 33 
= 11 
— 56 
— 90 
— 35 
— 23 
— 97 
— 38 
= 53 


+ 58 
+ 23,3 
+ 15.3 
+ 39.2 
+ 14.3 
+ 20.4 
+ 41 
+ 13.2 
+ 289 
+ 32.1 
+ 345 
+ 89 
+ 348 
+ 275 
+ 15.0 
+ 222 


2 


% Change on 

record 31/12/88 
high in local in$ 

currency 

—27.9 +11.8 +29.1 
-35 +18.0 +13.0t 
= 54 +15.8 +175 
— 63 +26.7 +218 
—18.8 *120 + 73 
— 79 +16.9 +12.0 
-31.7 +03 + 03 
—26.4 +13.3 + 84 
— 19 *160 * 25 
—10.9 +29.2 +28.2 
—137 +254 +24.2t 
— 54 +13.4 + 89 
— 86 +23.7 +17.8 
-114 +21.6 +125 
—12.6 +19.1 +42 
— 55 +21.7 +21.7 


tConverted at financial rate 
MONEY AND INTEREST RATES American short-term interest rates fell sharply. America's narrow 


measure of money, m1, fell by 0.3% in the year to September; the growth of its broad measure, M3, 
slowed to 3.9%. The growth in both measures of West Germany's money supply slowed in August. 


Money supplyt Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow Broad Overnight 3months Prime Deposits Gov't Corporate Deposits Bonds 
[M1] lending 3months long-term 3 months 
Australia +8.6 +30.4 ag 1770 1828 20.550 18.00 1353 1453 17.81 1452 
Belgium * 70 +69 ù 9.25 9.65 12.00 9.40 9.02 B.87 9.56 9.03 
Canada +25 +10.1 sep 12.25 12.20 13.50 12.20 9.39 10.10 12.00 10.00 
France + 55 + 7.7 » — 1000 9.88 10.50 9.88 8.91 9.49 10.06 8.81 
Ww. + 48 + 53 aw 7.95 7.95 9.00 7.23 7.35 7.35 8.06 7.30 
Holland + 37 +11.6 ww 8.07 8.50 8.25 8.50 7.61 8.00 8.13 7.69 
Italy +80 +97 a 1263 13.13 14.00 na 1200 11,52 1213 11.08 
Japan + 16 + 9.6 sug 5.84 5.32 4.88 2.04 5.27 5.62 6.25 5.52 
Spain 4138 +146 sp 1486 1496 16.25 7.75 1256 14.03 13.75 na 
Sweden na * 64 1200 12.05 1250 11.95 1148 12.20 11.69 11.55 
Switzerland — 7.4 + 54 x 7.50 7.75 8.50 7.25 6.07 6.86 7.81 6.36 
UK +61 +17.3 mọ 1544 1508 16.00 — 1500 10.10 11.83 1494 11.29 
USA — 03 + 39 Se 6,69 8.26 10.50 8.41 7.88 9.04 8.38 8.66 


VSA o LT MO eS eee 
Other key rates in London 3-mth Treasury Bills 14.696, 7-day Interbank 14.996, clearing banks' 7-day notice 4.0%. Eurodol 
rates (Libor): 3 mths 8.4%, 6 mths 8.3%. 


Sierra ete D 
CSFB, The WEF 


Banque de Commerce (Belgium), 
. These rates are indicative only and cannot be 


and Sweden M2, Japan M2 plus CDs, UK M4. Definitions of interest rates quoted available on reques: 
Credit Lyonnais Bank Nederiand, Svenska Handelsbanken, 


konsid as onors 
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TRADE, EXCHANGE RATES AND RESERVES America’s deficit on visible trade rose to $10.8 billion in August, a jump of $2.5 billion from July; its 12- 
month deficit rose to $112.9 billion. The dollar's trade-weighted value fell by 1% during the week; the D-mark and yen both rose by 0.4%. The dollar 
fell against all currencies except the Australian and Canadian dollars. Canada’s trade surplus fell to $170m in August, cutting its 12-month surplus to 
$5.7 billion. Spain's trade deficit narrowed to $2.3 billion in September, for a 12-month total $27 billion. 




















trade balancet current- trade-weightedtt currency units per $ currency units foreign reservestt 
$bn account exchange rate $bn 
latest latest 12 balance $bn 
month months latest 12 mths latest year ago latest year ago per£ —perSDR  perecu Aug year ago 
Australia — 068 wy — 40 — 149 Aw na na 1.30 1.24 2.06 1.65 1.44 13.0 12.9 
Belgium + 029 mw + 11 + 32 a 107.1 106.8 38.9 37.8 61.6 49.4 43.1 9.9 86 
Canada + 0.17 4 + 57 — 13.1 @ 104.7 100.8 1,17 1.20 1.86 1.50 1.30 159 13.1 
France —11724  — 69 — 48 a1 100.8 99.7 6.30 6.16 9.97 8.00 6.97 25.8 293 
W.Germany + 696 aq +756 + 54.1 Aw 115.0 114.2 1.85 1.80 2.93 235 2.05 56.9 59.0 
Holland — 0.08 wn + 45 + 5980 111.8 111.3 2.09 2.03 3.31 2.66 2.32 158 14.5 
Italy — 1.34 4  — 13.5 — 54 ù 98.7 97.0 1366 1344 2162 1735 1510 43.4 30.5 
Japan + 5.08 ay + 893 + 69.5 Aw 137.7 150.4 141 127 224 179 157 874 894 
Spain — 23059  — 270 — B1 m 103.5 993 118 119 187 150 131 412 34.5 
Sweden +031 w + 35 — 34 u 95.8 95.3 6.43 6.22 10.2 8.17 7.13 8.4 8.0 
Switzerland — 0.44 w — 62 + 550 107.3 110.0 1.62 1.52 2.57 2.06 1.80 20.9 22.1 
UK — 3.51 Aw — 416 — 33.8 rw 89.0 95.4 0.63 0.57 0.80 0.70 33.3 418 
USA —10.80 ag — —1129 —1224 a 69.8 66.2 = 1.58 1.27 1.11 51.3 36.7 


tAustralia, France, Canada, Japan, UK and USA imports fob, exports fob. All others cif/fob. 4 Bank of England index 1985 = 100 New series. tt 


Excluding gold. 


Australia, France, Canada, Japan, UK and USA imports 10D, exports ron. n OMON oT a na e 
Registered as a Newspaper. Produced by The Economist Newspaper Ltd., London, England, and printed in Singapore by Times Printers Pte. Ltd. 





das it may take merchant banking 


to solve the most intricate problems. 


Few things are more complex than corporate finance today. 

The way you borrow in London may affect the way you 
manage cash here at home. 

Choosing between debt and equity financing can involve 
dozens of variables — all interlocked. 

Complicated puzzles like these often yield most readily to 
merchant banking. As practiced by Bankers Trust. 

Because of our wide array of financial services. 

And because of the multi-level, multi-service relationships 
that have sprung up between us and our corporate clients. 

The advantages of such broad and deep relationships are 
clear. By being involved in, and familiar with, many areas of your 
business, we can quickly sort out useful solutions from those which 
do not fit your overall financial picture. 

When problems were less intricate, conventional banking 
could solve them. Today, it's most often merchant banking that 
provides the perfect fit. 


Bankers Irust Company 


Because today isn't yesterday. 
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A private individual who entrusts his savings to a bank, 
naturally expects the bank to do more than just hold his money 
in safekeeping. 

Nevertheless, it is the ABN's view that, particularly with 
Private Banking, incidental financial successes should not be the 
sole aim. Since this can never form the basis fora lasting relationship 
with a customer. Which is why, as far as we are concerned, Private 
Banking always starts with listening. 
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Because only if a bank shows understanding for its 
tomer’s situation, can it produce suitable financial solution: 
all situations. Whether it's a matter of loan facilities, fiduc 
services or credit and guarantee facilities. 


But what is no less important is that the bank can 
ensure a service that goes much further than just arranging finar 
affairs. And so build a relationship that is characterized by mt 
respect and trust. The ABN has this capability thanks to its netwo 


ARGENTINA. ARUBA, AUSTRALIA, AUSTRIA, BAHRAIN, BELGIUM, BRAZIL, BRITISH WEST INDIES, CANADA, CHANNEL ISLANDS, DENMARK, ECUADOR, FRANCE, GERMANY, GIBRALTAR, GREAT BI 
PAKISTAN, PANAMA, PARAGUAY, PEOPLE'S REPUBLIC OF CHINA, SAUDI ARABIA, SINGAPORE, SPAIN, SRI LANKA, SURINAM, SWEDEN, SWITZERLAND, TAIWAN, TURKEY, UNITED 





JT PRIVATE BANKING 
O LISTEN FIRST. 





«ost 1,000 offices spread over 44 countries. These operations are This then is the firm foundation on which the ABN builds 

by managers who know the local markets like the back of their ^ solid relationships with large numbers of high-net-worth individu- 
ad. Not only in the area of finance but also with regard to local als. Because a bank that knows the world, automatically becomes 
ulations and business practices. And who are always ready to known throughout the world. 


we our clients. 
This enables the ABN to hold its own with the world’s major 
vate Banks. For day-to-day banking services, but particularly 


) for specific projects. A WORI iD OF l N | )ERSTA N | )l N¢ M 


ICE, HONG KONG, INDIA, INDONESIA, IRELAND, ITALY, JAPAN, KENYA, KOREA, LEBANON, LIECHTENSTEIN, LUXEMBOURG, MALAYSIA, MOROCCO, NETHERLANDS, NETHERLANDS ANTILLES 
MATES, UNITED STATES OF AMERICA, URUGUAY, VIRGIN ISLANDS. HEAD OFFICE, 32 VIJZELSTRAAT, AMSTERDAM, THE NETHERLANDS. TELEPHONE [31-20]- 29.32. 49/29 40.90 29.32.22 
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COMBINED PERFORMANCE 


EVERY PRODUCT THAT BRITISH AEROSPACE COMPANIES 
MAKE IS ENGINEERED FOR PERFORMANCE - IN SPACE, IN THE 
AIR. ON THE BATTLEFIELD, ON THE GROUND AND UNDER WATER 

EVERY DECISION THAT BRITISH 


AEROSPACE TAKES 


IS AIMED AT ENHANCING ITS BUSINESS PERFORMANCE 


IN STRATEGIC PLANNING, IN COST REDUCTION, IN MARKETING, 
IN MAKING THE BEST USE OF HUMAN RESOURCES 
WHICH EXPLAINS WHY ONE OF THE WORLD'S GREATEST 
MANUFACTURING COMPANIES IS ALSO ONE OF THE WORLD'S 
BEST-PERFORMING BUSINESSES 


BRITISH AEROSPACE 


British Aerospace pic, 11 Strand, London 
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olombia's crusader 


«| have been fighting the in- 
tional drug criminals since 
9 when I negotiated the ex- 
tradition treaty with the United 
tes. I have always thought vic- 
ry possible, so I was most sur- 
rised to read in The Economist 
f October 21st that: "The presi- 
lent acknowledges that victory 
impossible." 
‘In fact, as you acknowledge, 
e have attained significant vic- 
ries in defence of the rule of 
iw and of democracy which.are 
reatened by narco-terrorism. | 
articularly appreciate your 
mment that "Mr Barco’s ef- 
rts may be cleaning up Colom- 
ia". Let me point out how Co- 
mbians are winning the war 
gainst narco-terrorism. 
itle by little a cordon has 
een drawn round the drug 
gpins. One of them, Mr 
ello; has been recently cap- 
| and will be extradited, as 
een four others. 
he criminal organisations 
serve narco-terrorism 
been dismantled. The au- 
es have confiscatéd a large 
on of the properties that 
d as bases for the criminals. 
olombia is no longer seen as 
ountry of drug traffickers, 
mething it has never been and 
ever will be. 
! More than 25 bands of assas- 
have been dismantled, and 
members dispersed or de- 


rticipated in the assassination 
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. Two of the people who : 


ministrative security has identi- 
fied 110 people who form part of 
a narco-terrorist network. The 
most important assassinations 
have been solved. 

@ The authorities have been able 
to check the terrorists’ counter- 
offensive, although it cannot be 
denied that the criminals are still 
capable of much damage. 

€ Drug trafficking has decreased. 
There is much less cocaine in the 
United States and in other world 
markets. 

I believe the plan I put for- 
ward to the United Nations last 
September stands a good chance 
of success. Its main points are: 
(1) to curb the demand for illegal 
drugs; 

(2) international co-operation to 
stop the illegal commerce in 
chemical products that are es- 
sential for processing drugs; 

(3) special measures to reduce 
the sale of arms to drug traffick- 
ers and terrorists. My govern- 
ment views with great concern 
the activities of foreign merce- 
naries who have assisted the 
narco-terrorists in Colombia; 
(4) international co-operation to 
control money-laundering; 

(5) prompt ratification of the Vi- 
enna Convention, which pro- 
vides for specific actions on sev- 
eral fronts, such as penalising 
drug consumption, seizing boats 
carryings drugs at sea, and con- 
fiscating drug traffickers' assets 
and properties; 

(6) strengthening Colombia’s 


economy. 
Bogota, VIRGILIO BARCO 
Colombia President 

- 
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Sm—Before Mr Fernando 
Sefton rushes out to swap Brazil- 
ian debt into Swiss francs 
(“Sense in franc”, September 
30th), he might do well to reflect 
on the experiences of some Aus- 
tralian borrowers. 

In the early 1980s a number of 
“financial advisers” suggested to 
Australian farmers that they 
borrow in Swiss francs to take 
advantage of the low interest 
rates and stable, strong cur- 
rency. Many of these farmers 
later filed for bankruptcy when 
the exchange rate so turned 
against them that they could no 
longer afford to service the loans 
from their Australian-dollar 
earnings. 

Loans in a stable currency 
may have advantages, but this 
experience, albeit on a small 
scale, supports the adage that 
borrowers should borrow in a 
currency (or mix of currencies) 
which can be easily matched 
against cash flow. 





Plymouth, 
Michigan ALLEN DODSON 
Wrinklies have rights 


Sir—‘‘They’ve got to eat, so let 
them work” (September 1 6th)— 
as the camp commandant in 
“The Bridge over the River 
Kwai” no doubt felt. 

So the average retired Ameri- 
can has the bad taste to collect 
his modest social-security pen- 
sion, paid for over the course of 
decades by the most regressive 
taxation in the United States. 
Observe the transformation in 
sophisticated economic minds 
whenever social security is dis- 
cussed: .it goes to every- 
body and is claimed as a well- 
earned right, though most people, 
at this stage in the programme 5 his- 
tory, are drawing out much more 
than they paid in” (my italics). 

Where else but in this context 
could one find modern econo- 
mists espousing the medieval 
church's prohibition of usury? 
The sordid realities of com- 
pound interest and inflation 
suddenly become as nothing to 
their enlightened vision. 

I have been paying federal in- 
surance tax for only 30 years, but 
I would gladly forswear the pen- 
sion to which I may some day be 
entitled in exchange for: the 
money paid in so far plus inter- 
est at the prime rate. Hell, forget 


the interest and simply adjust. 





got a deal! ` 
Needham, 
Maryland CHARLES ANDE 








Sin—There is work to be done: 
by retired people, even though 
they haven't discovered it yet. I 
refer to public service. Since the 
American revolution, we Ameri- 
cans have had a grossly under- 
developed sense of public ser- 
vice. The increasing number of ... 
intelligent and educated senior. 
citizens, living longer lives, just. 
might discover that their long- 
neglected contributions to pub- 
lic service might become an in- 
teresting, and invaluable, way to 
spend a dozen or so of their 
golden years. 

This might or might not s! 
“up in the cnr, but surely yus 
aren’t. among those who think 
that the onr is the be-all and 

end-all of life on this planet. - 
Chapel Hill, 
North Carolina Harry CASE (82) 





Acentenary too late 


Sirn—So the McDonnells of 
Northern. Ireland were ‘‘mildly 
offended’’ because one of their 
cannon was not part. of the ex- 
hibits that. celebrated the "ter- 
centenary” of the Armada (Ser 
tember 30th). 

If so, it has taken them more 
than 100 years to react. L: would 
certainly commend their pa- 
tience, but I have the impression 
that the artefact in question was 
not utilised in last year's ceremo- 
nies either (the quatercentenar 
if we are to respect Latin rules). 
Washington, DC JORGE CHEDIEK 
s 















Latest Special Report No.2014 


TRAVEL AND TOURISM 
IN THE SINGLE 
EUROPEAN MARKET 


This new report provides a detailed 
analysis of how the Single Market is likely 
to affect the medium and long term plans 
of companies in the travel and tourism 
field in the 1990s. It looks at such issues 
às; the impact of the single market on air 
travel, tour operators, hotels and travel 
agents; removal of fiscal barriers to trade; 
the impact of income. growth rates; EC 
tourism policy. 

Price including postage: UK & Europe £245; 
North America US$485; Rest of World £248. 
The Economist Intelligence Unit 
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CHIEF EXECUTIVE. 


Our client is a multi-national corporation with 








a turnover exceeding $1 billion. It is a market leader 





with manufacturing centres throughout Europe and 
has enormous potential for growth. 

The company requires a chief executive who 
can lead it successfully into the Single Market and 





beyond. The ideal candidate will be a natural 
leader; an experienced line manager with a proven 
track record of efficient bottom-line management. 
Knowledge of Europe and its diverse cultures will 
be essential. 

The successful applicant will feel at ease with 
information technology and will be able to operate 
through a period of change at the highest industrial 
level. A good degree, preferably in engineering, 
finance or economics is required. 

Although a multidingual management team is 
in place, English is the corporate language. Salary is 
negotiable and there will be profits-related bonus 





payments. 
Please write in strictest confidence, with a day 





time telephone number, quoting reference number 
R273. 





Management First Selection Limited 
9 Kingsway, London WC2B 6XF, England 
International telephone: +44 1-836 0532 
International facsimile: +44 1-831 0857 





DIRECTOR GENERAL 
- The position of Director General of the International 
Center for Living Aquatic Resources Management 


(ICLARM) has become immediately available as a result 
of the continuing iliness of the previous incumbent. 


ICLARM is a nonprofit, autonomous, nongovernmental, 
international centre with headquarters in the Philippines. 
The goal of ICLARM is to assist tropical developing 
tions in wise management of aquatic and coastal 
resources and in aquaculture development for the benefit 
of. smail-scale producers and rural poor. The centre's 
Program areas include aquaculture (principally low cost 
inland and coastal farming systems and genetics), capture 
fisheries management (stock assessment and modelling), 
costal area management (planning, geographical informa- 
ion systems, socioeconomics) and information (global 
Services and research) which interact in a multidisciplinary 
approach. 
















Qualifications: 


The major qualifications required are: 1) PhD and back- 
ground in one or more of ICLARM's Program areas; 2) 
Ability to work with scientists, research institutions, fisher- 
es agencies and other governmental and nongovernmen- 
entities, national, regional and international; 3) Proven 









operation of an international, multidisciplinary centre; 4) 
Proven competence to deal effectively with fund-raising 
activities and donor organisations. 
Duties and Responsibilities: 
The Director General will have full responsibility for the 
supervision and direction of the International Center for 
_ Living Aquatic Resources Management. Under the gener- 
al supervision of the ICLARM Board of Trustees he or she 
Will direct the planning and implementation of the research 
ograms of the centre. Based at headquarters in Manila 
he or she will supervise directly the four Program Directors 
n the execution of ICLARM programs. 
The Director General will assume responsibility for fund- 
sing on behalf of ICLARM and will maintain an effective 
elationship with donors and potential donors; take re- 
ponsibility for public relations and maintenance of close 
_ communications with fisheries research and development 
_ organisations worldwide to ensure close co-operation with 
hese groups; and play a pivotal role in co-ordination of 
_ICLARM research programs with those of other institu- 
tions. These functions require frequent travel. 


Benefits and Allowances: 

Generous, equivalent to those provided by the Internation- 
i Agricultural Research Centers. 

Application: 

Applications should be addressed to Dr James A. Storer, 
Chairman, ICLARM Search Committee, 15 Cleaveland 



























later than 15 Febeuary 1990. Applications should include 
“complete personal qualifications and experience, previous 
and present positions and salaries, and names addresses 
and telephone numbers of three personal references. 













competence in managerial matters to ensure efficient . 


Street, Brunswick, Maine 04011, USA, to be received no - 






INTERNATIONAL RICE 
RESEARCH INSTITUTE 


Position Announcement for 
Head, Division 
of Agronomy, 
Physiology and 
Agroecology 


Duties: 

@ Provide disciplinary leadership to a division of approxi- 
mately 10 internationally-recruited scientists. 

@ Develop agronomic research programme to increase 
crop intensification and diversification in irrigated and 
favourable rainfed rice ecosystems. 

@ Assist the division staff in implementing well-defined 
projects through co-ordination of professional and re- 
search services. 

e Stimulate, on behalf of the division, collaboration with 
research institutions in the rice-growing nations and 
worldwide, to overcome constraints to the productivity, 
stability and sustainability of crop production on 
ricelands. 

@ Contribute to IRRI's programme of degrees and nonde- 
grees training in agronomy and farming systems. 

Qualifications needed: 

@ PhD in agronomy, soil science, or related discipline. 

@ At least five to 10 years of relevant research with an 
established publication record. 

@ Experience in problems of tropical agronomy, preteraply 
with rice or related crops. 

€ Recognised capabilities in managing a rescarch team and 
providing vision and leadership. 

€ Demonstrated capacity to employ a systems perspective 
in the design and co-ordination of research. 


IRRI is an international, non-profit, agricultural research 
institute funded by about 30 donor nations and organisa- 
tions. Its goal is to enhance rice production and sustainabi- 
lity to benefit the world's 1.3 billion people who are 
dependent on rice for their livelihood and as their basic 
food. 


The person chosen for the position will live at IRRI 
headquarters on the campus of the University of the 
Philippines at Los Baños, 60km south of Manila. The 
positions require fluency in written and spoken English. 
International travel is required. Salary and perquisites are 
internationally competitive with those of similar interna- 
tional institutions and programmes in agriculture. 
Application due: 

31 November 1989. Submit curriculum vitae, date of 
availability, and the names of three references to Dr Klaus 
Lampe, Director General, IRRI, PO Box 933, 1099 Manila, 
Philippines. 
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UNIVERSITY OF VICTORIA 


DIRECTOR, SCHOOL OF BUSINESS 


rsity of Victoria is establishing a School of Business, offering 

jergraduate and graduate qualifications. This School, which will 

ence offering courses at the undergraduate level in September 1990, 

Et ave three strategic areas of development - entrepreneurship and 
- small business, tourism management, and international business, as well 

offering general business education. 

The University seeks a well qualified individual to lead the development 
f the program. Applicants would be expected to have a D.B.A. or a 

Ph.D. in a business discipline. They should have demonstrated sound 
organizational and administrative skills, and creativity in the introduction 
of new business programs. The interpersonal and communication skills to 
develop cooperative relationships with other university departments and 
effective relationships with industry and government are also most 
important. 

“This is a rather exceptional opportunity for an individual with vision, 
‘energy and commitment to fulfil the University’s objective of developing 
a unique, first rate School of Business. Applications and nominations are 
welcome from individuals both in the university and in the private 
sectors, In the case of applications, they should. be accompanied by a 

. curriculum vitae and the names of three referees. They should be directed 


to: 

. Dr. L.D. Costa, Dean of Social Sciences 
Chairman, Selection Committee, University of Victoria 
P.O. Box 1700, Victoria, B.C., V8W 2Y2 

Fax no. (604) 721-8653 

The deadline for applications is December 31, 1989, or until the position 
is filled. 
The University of Victoria offers equal employment opportunities to 
qualified male and female applicants. Women are particularly encouraged 
to apply, Canadian immigration regulations presently require prior 
assessment of applications from citizens or permanent residents of 
Canada. 











































Energy Policy Manager 


As a major force in the world energy market, with an annual 
turnover of £7.5 billion, we are committed to acquisition and 
growth as we move into the 1990s. 

Promotion creates this high-profile opportunity to manage a 
team of energy economists and other specialists who provide 
expert advice to UK and overseas senior management in our three 
main business areas — UK gas, exploration and production, and 
new business. In this key position, you'll provide regular forecasts on 
the price and future movement of oil and other fuels, developments 
in the energy market worldwide and energy policy issues. 

With a good honours degree in economics or another relevant 
subject and a high level of numeracy, you should have at least five 
years’ relevant experience and the ability to identify important 
market trends. Good communication skills and the ability to work to 
tight deadlines are essential. 
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DICT NEW TRENDS IN 
| WORLD ENERGY MARKETS 


Central London to £39,000 + car 


KEEP YOUR TOP 





KEEP THEM O 
TOP FORM. 


Both these challenges are vital to your business... 
GHN can help you meet them by creating a personal 
development programme tailored to suit each individual 
executive. l 

Each programme is one-to-one, confidential. an 
highly cost-effective. Why not consider it for your top 
people now? Call 01-493 5239 to arrange 
an exploratory discussion. 


16 Hanover Square 
London WIR 9AJ. 
01-493 5239 


Salary, in the range £31,500 to £39,000 Aie is on 
qualifications and experience, is supported by an excellent benefits 
package including car, profit sharing and sharesave schemes, 
pension, excellent career prospects and relocation assistance 
where appropriate. 

Please write with cv, quoting reference CB/EPD/07644/E, 
to Colin Barlow, Personnel Manager, British Gas plc, 59 Bryanston 
Street, London W1A 2AZ. 


An equal opportunity employer 


British Gas 























































INTERNATIONAL RICE 
RESEARCH INSTITUTE 
Position Announcement for 


AGRICULTURAL 

ECONOMIST 
and HEAD 

Social Sciences Division 


The International Rice Research Institute, a member 
the Consultative Group on International Agricul- 
tural Research (CGIAR), is a non-profit autonomous 
international organisation engaged in technology 
esearch, training and information exchange on rice. 
t is headquartered in the Philippines, but works 
closely with national agricultural research systems 
worldwide, especially in Asia. Social sciences is one of 
IRRI’s eight research divisions. 

The Division Head will provide leadership and vision 
for the Social Sciences Division in support of the 
stitute's overall mandate. In particular, the Head 
will promote the integration of the social science 
perspective and research activities into the Institute's 
logical: research, international and training pro- 
ammes while ensuring disciplinary excellence 
within multidisciplinary research programmes. The 
appointee will conduct independent and interdisci- 
nary research with other IRRI and national 


































andidates must hold a PhD in agricultural econom- 
ics or economics, a proven record of research on 
echnology-related issues, capability for interdisci- 
inary research, demonstrated leadership and re- 
scarch management ability and knowledge and expe- 
ce of agriculture in developing countries, 
preferably in Asia. 


Applications will be accepted up to 31 December 
1989 or until a suitable candidate is selected. It is 
expected that the Division Head will take up his 
appointment by July 1990, although an earlier 
date would be preferred. 

. The Division Head will be located at the Insti- 
tute’s headquarters in Los Baños, Philippines. 
ry and perquisites are internationally 
mpetitive. 

bmit curriculum vitae, date of availability and 
es and addresses of three references to Dr 
.H. G. Zandstra, Deputy Director General for 

Research, IRRI, PO Box 935, Manila, Philippines. 
Fax: (63-28 817 18470. 










































The Food and Agriculture Orgain of the United Nations 
Invites Applications for the Post of 











CHIEF, 
COMPUTER OPERATIONS BRANCH, 
COMPUTER SERVICES CENTRE 


at its Headquarters in Rome, Italy. 

















* Responsibilities: Manage a centre which operates two 
large IBM/AMDAHL mainframes, with MVS/SP and 
VM/SP, CICS, DATACOM/DB, TOP SECRET and 
other software products supporting a network of over 600 
online terminals and 200 matrix/laser printers. Peripheral 
equipment includes 100 gigabytes of online disk storage, 
14 magnetic tape drives, 3 high speed printers and com- 
munication controllers. The Centre is in the process of 
upgrading to MVS/XA and adopting CICS 17 with 
RDO and MRO. The system is interconnected with divi- 
sional minicomputers such as PRIME and NORSK 
DATA, as well as to external networks, e.g. International 
Computing Centre in Geneva, Switzerland. 

Provide adequate computing resources for administrative/ 
financial/scientific applications and the associated data 
communication systems. Provide engineering support for 
these resources and evaluate results. Take responsibility 
for the management of the Branch’s staff and oversee ad- 
ministrative and budgetary matters relating to the Branch. 

























* Requirements: University degree in Computer Scien- 
ce or Computer Engineering. Ten years’ progressively 
responsible experience in computer technology including 
substantive experience in managing a sophisticated compu- 
ter facility which operates equipment of the type described 
above. Working knowledge of English, French or Spanish. 


Excellent management and communications skills. 









* Benefits: Relocation, tax-free salary, cost-of-living 
adjustment, education grant and other benefits of Interna- 
tional Civil Service. 









Please send detailed curriculum vitae not later than 
30 November 1989 quoting VA:711-AFC to Central 
Recruitment, FAO, Via delle Terme di Caracalla, 00153 
Rome, Italy. 
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- Working with visual 

display u T 

A practical review including a summary of the known 

health effects. of visual display units (VDUs) which 

j br proving the working 

nd equipment so as to 
Is, providing health 

orkers’. participation. 

ing for those reponsi- 


‘minimise negative 
surveillance 
The book will be 
bie for ensuring the safi 
with VOI 

£5.50; US$8.75; SF12.50 


Visual display units: Job content 
ess in office work. 
. New technologies and the improvement of data-entry 
:c Work, by F-J. F Dy CC. 
- This book looks at a common office task—that of the 
| data entry operator working on a visual display unit or 
| Keypunch. It.examines visual display units from the 
angle of work organisation and working time, health, 
safety and ergonomic aspects, and occupational 
“tess, Al the same time, it demonstrates how the 
iality of working life for data-entry workers can be 
<v proved, and presents practical suggestions for the 
‘redesign. of jobs in order to make them more 
stimulating and rewarding, yet without sacrificing 
organisational effectiveness. 
ISBN 92-2-105083-1 — £7.70: US$12.25; SF17.50 


. Access/MasterCatd/Eurocard and Visa accepted. 


INTERNATIONAL LABOUR OFFICE 


Miseni House: 


Veni Square Sy f 

rane (iow igre 

IL Publications Center | y M Switzer 
Vos 


and 
48 Sheridan Averve Teitac (022) 98 86 85 
“Albany NY 12210 
Tef (518) 498 9086 


"With over 1300 entries, this is the 
largestprintlistof Eastern European 
businesses available.. . " 

—Library Journal 


Directory 
.of Foreign Trade 
Organizations in 
Eastern Europe 


Includes Import/Expart listings 
for Bulgaria, Czechoslovakia, 
East Germany, Hungary, Poland, 
Romania and the USSR 

Second Edition 

ISBN# 0-926476-01-7 

Price: $125.00 

(plus $12.50 shipping outside US) 
Send check or money order to: 
International Trade Press 

2 Townsend St., 42-304 

San Francisco, CA 94114 

|. n California add 6 1, % sales tax) 
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NEW ENVIRONMENTAL PUBLICATIONS 
WATER RESOURCE MANAGEMENT: 
INTEGRATED POLICIES 


Provides guidelines on strengthening institutional arrangements, improving 
water quality, quantity, and water demand management, and protecting ground _ 


water resources. s 
Published October 1989 ISBN 92-64-13285-6 


FF110; US$24; £13.50; DM46 


ECONOMIC INSTRUMENTS FOR 

ENVIRONMENTAL PROTECTION 
Reviews the current role of economic instruments and assesses their effective- 
ness and potential for the direct regulation of polluting sources. A number of 
examples are given from practical experience in 14 Member countries. 
Published October 1989 132 pages ISBN 92-64-13251 
FF110; US$23.50; £13.50; DM46 


ENERGY TECHNOLOGIES FOR REDUCING 
EMISSIONS OF GREENHOUSE GASES 
This comprehensive, two-volume report contains over 100 papers presented at 
a seminar held in Paris on 12-14 April 1989. This publication satisfies a demand 
for an update of current technical information, an assessment. of different. 
courses of action and time frames, and a definition of the issues requiring further 


investigation. 
Published September 1989 ISBN 92-64-13267-B 


FF400; US$84; £48; DM164 


STRENGTHENING ENVIRONMENTAL 
CO-OPERATION WITH DEVELOPING COUNTRIES 
identifies major environmental concerns in developing countries; explores how 
co-operation can be improved in the context of donor-assisted projects; and: 


considers the most appropriate approaches for carrying out environmental 
assessments. | 


Published October 1989 
FF90; US$19; £11; DM37 


ENVIRONMENTAL POLICY BENEFITS: 
MONETARY VALUATION 


Offers a critical review of studies carried out in Europe and the United'States on 
monetary evaluation techniques and the required associated procedures, 

Published March 1989 83 pages ISBN 92-64-13182-5 
FF95; US$20; £11.50; DM39 í 


SEND YOUR ORDER TO: 


200 pages 


2 volumes 1290 pages 


147 pages ISBN 92-64-13262-7 


United States: 
OECD Publications and Information Centre, 2001 L St NW, Suite 700, 
Washington, DC 20036-4095. Telephone 202 785 6323. 
United Kingdom : 
HMSO Books, PC16 Publications Centre, 51 Nine Elms Lane, London SW8 
5DR I. 


Germany, Austria, Switzerland: : 
OECD Publications and Information Centre, 4 Simrockstrasse, 5300 Bonn. 
Telephone 0228 216045. 

Japan: 
OECD Publications and Information Centre, Landic Akasaka Bldg, 2-3-4 
Akasaka, Minatu-ku, Tokyo 107. Telephone 03 586 2016. 
Ait other countries: 

OECD Publications Service, 2 rue Andre-Pascal, 75775 Paris CEDEX 
France. Telephone 45-24-81-67. is 










IN THE TOP TEN 
FOR QUALITY OF LIFE - 











„with London 34th 


ecent national survey of the quality of life in 38 of Britain's within its reach extensive and wide ranging. Public expenditure ` 
n areas ranked Teesside ninth. London was 34th. What on health is higher; hospital waiting lists shorter. And the 
ced Teesside so high? Chiefly, reasonable cost of living, magnificent scenery? The 36 miles of the Cleveland and North 
h quality reasonably priced housing, good shopping and Yorkshire Heritage Coast, the 550 square miles of the the North 
ure facilities, and excellent access to fine scenery. But York Moors National Park, the 680 square miles of the 
sside scored right across the lifestyle spectrum — particularly Yorkshire Dales National Park, the upper reaches of the River 
en compared with the South East. Teesside’s weekly ^ Tees with its spectacular waterfalls. Teesside — the sum of its 
ing basket is the sixth cheapest in the land. Teesside's parts puts it in the Top Ten. To find out more contact 
ery school provision is twice the national average, its 'O' Duncan Hall, Chief Executive, Teesside Development 


el attainment above the national figure with excellent choice Corporation, Tees House, Riverside Park, Middlesbrough, 
of State and private schools, the further education facilities Cleveland TS2 1RE. Tel 0642 230636. Fax 0642 230843. 
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Comrade Crackdown? 


HE best test of the new Russia’s claim to 
trustworthiness is what it does—or, bet- 
ter, does not do—in Eastern Europe. So far 
Mikhail Gorbachev has passed the test with 
flying colours. He has let changes take place 
there which, under any previous Soviet lead- 
er, would have brought the tanks in long ago. 
e there now no limits to what the East Eu- 
“ropeans can get away with? Mr Gorbachev 
may be forced to give an answer much sooner 
than he had bargained for. 

This is because the revolution in several 
parts of Eastern Europe is rolling inexorably on to the matter 
that really makes Soviet generals twitchy: the security system 
in their half of Europe. Mr Gorbachev has adopted a laisser- 
faire attitude to Eastern Europe’s reformers, apparently on 
the understanding that change would be controlled in two 
ways: communist parties would keep a powerful say in govern- 
ment, and there would be no tampering with the Warsaw 
pact. Neither of these conditions can any longer be taken for 
granted. 

Events in Hungary show why. Until a couple of weeks ago, 
it seemed that Hungary was heading for a Polish-style transi- 
tion: communists as junior partners in a coalition govern- 
ment after an election, and a communist reformer, Mr Imre 
Pozsgay, as president and commander-in-chief of the armed 
forces. But the Hungarians are busy turning this delicate rec- 

pe into a goulash. Mr Pozsgay is campaigning hard for the 
presidency—this week a photo-opportunity with Mrs That- 
cher in London, then on to Washington to shake hands with 
President Bush—but his star is suddenly falling (see page 59). 
It is quite possible that, by the time this winter is over, Hun- 
gary will be fully in the hands of today’s opposition, with at 
most a minor coalition role for the communists who now call 
themselves Socialists. 

Sensible Hungarian reformers wish to avoid questioning 
Hungary's membership of the Warsaw pact. Western govern- 
ments sensibly advise them not to tempt fate. Yet Hungarian 
politicians now worry about votes more than about Russians. 
And lots of voters want Hungary to be like Austria. Avant- 
gardists in Moscow do not balk at the idea of Hungarian neu- 
trality: Hungary has no great strategic importance, and Russia 
might even benefit from having another Austria or another 
Finland as a neighbour. But Mr Gorbachev could soon face a 
demand from Hungary for neutrality that he had hoped 
would not come for at least five years. The timing is uncom- 
fortable. So is the worry that it might set a precedent for 
other, less dispensable members of the Soviet alliance. 

— Like Poland, Russia's supply route to the front line with 
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the West. The Russians have so far found th 
Solidarity-led government under Mr Tadeus 
Mazowiecki to be a model of moderation. 
Poles are staying in the Warsaw pact. But 
are also about to push for reforms in 
ance: guarantees that it will never ag 
used for intervention in member 
Soviet domination, more freedom for 
members to pursue their own interests w 
newly defined constraints of club member- 
ship. Argument over these ideas was due tc 
begin at this week's meeting of the pact's for- 
eign ministers in Warsaw. 
But it is East Germany, the front line itself, that threatens 
to worry the Russians most. Far from cooling the unres 
there, last week's change of leadership from old Honecker to 
young Krenz has inflamed it. As many as 300,000 people tool 
to the streets of Leipzig on Monday. Unlike the Hunga 
these Germans are not yet calling for neutrality. But if a 
gariandike momentum for change got going, it could easih 
produce similar demands—driven by the desire for unr 
stricted access to western technology, by the wish to see th 
380,000 or so Soviet soldiers leave the country and, mos 
compellingly, by the attraction of West Germany. 
This horrifies the Russians. They would hate to lose th 
prize of victory in the second world war, which was to push 
any future fighting with the West on to German rather thar 
Soviet soil. Change in Eastern Europe is accelerating towards 
the most sensitive of all areas just as Mr Gorbachev—his 
economy close to chaos and parts of his country close to rebel: 
lion—is showing signs of wanting to apply the brakes at hom 
(see page 63). Is this the moment when he contempla ar 
plying the brakes in Eastern Europe as well? b 


What could worry the West 


A new Soviet intervention still looks unlikely. Mr Gorba hev 
appeared to rule out the idea in July. His foreign minister, M 
Edward Shevardnadze, told the Soviet parliament on Octe 
ber 23rd that Russia's relations with its allies were based oi 
“the impermissibility of any interference, and the recognitic 
that every country has the right to an absolute—absolute- 
freedom of choice." (Mr Shevardnadze’s spokesman, Mi 
Gennadi Gerasimov, calls this the replacement of the “Brezh 
nev doctrine" for Eastern Europe with the "Sinatra doc 
trine": they can do it their way.) Mr Gorbachev's one un 
blemished success is foreign policy; he would hurt himself b 
chucking i it away. Might hardline comrades sacrifice Mr Goi 
bachev, in order to crack down in Eastern Europe? Possi ibly 
But they are divided, and as yet show no sign of being up 
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ising a coup. 

The main argument against military intervention, how- 
r, is not Mr Gorbachev’s promises, but the range of alter- 
atives. The freshness of his foreign policy has been his will- 
gness to look at the possibilities for diplomacy rather than 
rce. In Eastern Europe, plenty of options are open. 

- It is not hard to think of tough policies just short of direct 
ilitary intervention: cutting off oil supplies to Hungary, for 
xample, or giving the nod to Mr Krenz to arrange a 
jananmen-in-Leipzig. But such things are deeply risky, and 
robably counter-productive. A policy of persuasion and flex- 
ity promises to be far more effective. This would combine 
lingness to reform the Warsaw pact with an attempt to 
onvince East European doubters of the advantages of staying 
hin a less dictatorial alliance. The attraction of continued 










membership of the pact goes. beyond the risks of opting out. 
Hungarians who fear President Ceausescu's Romania might 
be persuaded that they are safer in the alliance, as might Poles 
with age-old worries about Germany. 

Even if persuasion fails, Mr Gorbachev still has options. 
He is a master at spotting opportunity in adversity. If the War- 
saw pact looked like breaking up, he might reckon that ex- 
tracting a price from the West would be wiser than attempting 
a horribly costly armed intervention. The price would be the 
break-up of NATO, through seducing West Germany with the 
prospect of a neutral East Germany. That is risky too: the 
Americans and most Europeans would be furious, and it 
would help to create an awkward economic giant in central 
Europe. But just floating the idea would turn Mr Gorbachev's 
troubles in central Europe into the West's as well. 





/hen justice isn't done 


























ritain needs a Bill of Rights, and more so every week 


VE they really learnt nothing? On October 19th a Brit- 
sh court freed three men and a woman, the Guildford 
, wrongly convicted 14 years ago of IRA bomb attacks on 
ish pubs. Since then ministers have done their best to 
business in the usual British way, which treats ques- 
of civil liberty with much the same urgency as debates 
he tariff on imported nasturtiums. But some good could 
ome from the ghastly mismanagement of the Guildford 
if it were used to spur a big change in British attitudes to 
> liberty of the subject. 
The lesson of the case is that doing things by the book is 
good enough: not if the book is current British practice. 
e defendants had been convicted after a jury trial in Eng- 
Their case had been reviewed by the Court of Appeal. It 
en examined by several home secretaries. Yet a great 
ustice was done. Once policemen had faked evidence for 
ial, the buck-passing began. The jury was unable to dis- 
ve the police; the appeal-court judges would not meddle 
ith a jury; the home secretaries would not overrule those 
idges. Had retired judges, journalists and a cardinal not been 
repared to challenge the idea that British justice is always 
ght, the four would still be in prison. 
_ The most pressing need now is to grant that other mis- 
akes may have been made, which is just what the government 
eems unable to do. In December 1974, shortly after the at- 
acks for which the Guildford Four have now been acquitted, 
I people were killed by bombs in two Birmingham pubs. The 
ix men imprisoned for those offences were—like the 
juildford defendants—caught up in a public fury, as main- 
d Britain was introduced to terrorism. They were arrested 
policemen desperate to get a conviction. They were con- 
ted by outraged juries who, in 1975, had no reason to dis- 
ieve police evidence in IRA cases. 
_. For those reasons alone, the convictions are less than safe. 
But there is more. The Birmingham defendants were beaten 
up in custody; the forensic evidence against them has been 








largely discredited; long-standing corruption in the West 
Midlands police, the force which interrogated them, has re- 
cently been admitted. Yet still the home secretary, Mr Doug- 
las Hurd, hides behind an appeal-court verdict that the con- 
victions should stand. At the very least, he should order an 
independent inquiry of the kind that uncovered the con- 
cocted evidence against the Guildford defendants, though 
any incriminating documents will probably have been de- 
stroyed. Appointing such an inquiry would require courage, 
for it would tacitly admit the possibility that—whatever the 
appeal court may have said—the convictions might yet look 
too precarious to warrant continued imprisonment, 

Specific changes in criminal procedure are required, like 
the adoption in England of the Scottish rule that uncorrobo- 
rated confessions are not admissible at trial. Frightened, con 
fused, sometimes inadequate defendants will often say any 
thing to get tough policemen off their backs: if lawmakers did 
not know that before last week, they do now. But neither re- 
opening the Birmingham case, nor action on the admissibility 
of uncorroborated confessions, is enough. 


Not by Parliament alone 


The wider point is this. The British have been brought up to 
believe that their liberties are protected by a sovereign Parlia- 
ment. In the days when parliamentarians were not wedded to 
the prospect of office, nor in the grip of their party whips, 
that may have been so. It is not so now. If a government does 
not want to admit that it has mistakenly trampled on civil 
liberties, Parliament will not force it to. 

That truth applies to government of any party, The La- 
bour government of the 1970s was weak on civil liberties. But 
the record of Margaret Thatcher’s governments is the worst 
in modern times. She seems certain. to ignore a ruling of the 
European Court of Human Rights criticising the length of 
time that those arrested. under the Prevention of Terrorism 


Act can be held without charg tough only about a fifth of 























those detained under the act are ever charged with an of- 
fence. Whenever the forces of law and order are attacked, the 
prime minister's gut reaction is to say what splendid men the 
police (or the: Ulster Defence Regiment, or the sas) are. That 
reinforces an. attitude, shared by many judges and some ju- 
rors, which treats those who challenge authority with suspi- 
cion—all the mo 80 because for 20 years Britain has been 
challenged by the IRA's terror. 
This artitude yould b be dangerous at any time. In a period 


















mist has long argued that Britain needs a 
trenched against political meddling. Such a Bil 

cea; it would take time to have a real effect. But its 
would start to change the British assumption 
assert the importance of civil liberties are wimp 
and the change is long overdue. 








Welcome "Thailand to ti the pinks of Asia’s miracle economies, provided its 


ment does some very ordinary things 






|o SHE lephant is taking on stripes. This year Thailand 
‘gw joined South Korea, Hongkong and Singapore (which 
with Taiwan are known as the four Asian tigers) on the IMF’s 
1?-strong list of manufacturer-exporters. Thailand is well past 
the stage of being a poorish developing economy, centred on 
growing food. It is poised to become the fifth tiger, confident 
that it is escaping its past. The biggest threats to that success 
are the interventionist temptations facing the country’s new 
government. 

With a GDP per head now breaking through $1,000 a year 

(South Korea’s level in real terms in the early 1970s), Thai- 
land is still way behind South Korea’s $4,500 a head now. But 
Thailand’s real growth rate has averaged 9% a year in the past 
two years, driven by exports, tourism and foreign investment. 
Forecasters are talking of 10% growth this year, which could 
make Thailand the world’s fastest grower. That is a rate 
which doubles real GDP every seven years. 

With politicians fortunately weak, Thai technocrats have 
excelled at self-restraint. They have spent public money on 
infrastructure, rather than on industrial white elephants. 

hey have started to turn farming, which still employs two- 
uitirds of Thailand's 55m people, from smallholdings to agri- 
businesses—including prawn-farms which sell in bulk to the 
Japanese. They have kept a ceiling on foreign borrowing. Pru- 
dent monetary and fiscal policies have kept underlying infla- 
tion at less than 496 a year during the 1980s. The baht has 
been allowed to float since 1984 against a trade-weighted bas- 
ket of currencies. 

By the standards of most developing countries, Thailand 
has been unusually open to foreign investment. Although it is 
difficult for foreigners to buy property except through a local 
frontman, the stockmarket—set up in 1976—allows foreign- 
ers to buy into listed companies (generally up to stakes of 
4996). The economy has been kept relatively free of trade- 
distorting tariffs designed to protect fledgling local industries. 
In its occasional trade rows—with America on cigarettes, tex- 

- tile quotas and drugs, and with the European Community 
"over seafood and precious stones— Thailand has usually been 

“in the right. The volume of Thai exports has nearly doubled 
in the 1980s. 


As is usual for a developing economy, textiles and cloth- 


ill Thailand's biggest manufacturing export, but . 
















































computer chips have risen to fifth on the list; they are aid 
by investment from Japan and Taiwan (which has beco 
bigger investor than America). South Korean firms are no 
arriving in some numbers. They see Thailand as a political 
more stable, low-wage alternative to China. Exports coul 
start flowing even more abundantly in the next few years, : 
the large slugs of foreign investment that arrived in 1987- 
start being turned into working factories and plants. 


Quick, quicker, slow 
This cornucopia looks bottomless, provided Thailand's. 
ernment keeps on running the economy as the generals 
the technocrats do in the past. The danger is that the bi 
ness-backed civilian-military coalition led by Thailand’s : 
elected prime minister for a decade (and a man who likes tal! 
ing about five-year plans) might seek to intervene wit 
heavy hand. 
Already there are one or two warning signs. Credit to 
voured businessmen is being allowed to expand too fast, an 
inflation is starting to rise. There is much talk of corruptio 
in high places. Public investment is to be increased by on: 
sixth in the next two years—which might sound desirable i 
crowded, polluted Bangkok, but too much of the money 
going into regional pork-barrels. Though, in the mediur 
term, Thailand should give priority to improving its people 
skills through more education, the short-term imperative | 
get the economy back to non-inflationary growth. > 
The Bank of Thailand is reining in lending for purchases 
of houses and consumer goods, but a sharper brake on thi 
money supply is needed. Higher interest rates would help 
overheating parts of the economy, such as construction. Infla 
tion is starting to put pressure on wages. More commerc 
banking licences should be given to domestic and foreig 
banks, to encourage competition in an industry which to 
readily creates a cartel for cronies. The Bangkok stockmarke 
which has been sent to record highs by the inflow of fo 
money, needs to be broadened and deepened. There are | 
of state-owned enterprises, ports, the railways, airlines 
Bangkok’s buses whose privatisation is being delayed t 
creasingly vocal trade unions. They should not be allo 
dominate, if the tiger is really to spring. 





































ting hackers 
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C NCE a pastime of pasty youths, mucking about in other 
people' s computers has become a global menace. Even 
China is not immune: computer-criminals recently stole 
5,000 from a bank in Chengdu. In America broadcasts of 
ball games on Sunday October 8th were interrupted to 
dict—wrongly, it turned out—that a rogue "virus" would 
personal computers into digital vegetables the following 
day (the 13th). Everywhere a cry has gone up for new laws 
harsher punishments to stop the nerds. Most of the pro- 
posals would only make things worse. 

: Britain's Law Commission recently recommended that 
acking—unauthorised entry into somebody else's computer 
m—should be made a criminal offence. Simple curiosity 
ald earn a penalty of up to three months in jail, or fines, or 
th. If the hacker had intent to do damage, the maximum 
ty would rise to five years in jail. This is harsh stuff for a 
try in which—with few exceptions—trespass on prop- 
a civil, not a criminal, offence. But some politicians say 
proposals are not harsh enough. They want the maximum 
xenalties for hacking increased to ten years. 


Fancy laws, massive tangles 
New legislation is undoubtedly needed. In Britain anyone try- 
to stamp out an infestation of hackers is reduced to suing 
em for theft of his electricity. Unfortunately, like much leg- 
tion drafted in heat and haste, many of the new anti- 
ker ideas would cause only confusion, because they try to 
draw an untenable distinction between crimes committed on 
dira and those committed elsewhere. 
e real menaces of hacking are not mysterious and new. 
are old-fashioned trespass, vandalism and theft. Theft is 
already against the law no matter where it takes place, or how 
it is done; but laws against trespass and vandalism typically do 
pply to computer crime because the "space" and "prop- 
y" inside a computer are intangible. The sensible reaction 


E on’t touch the Fed 


Y 


j a 
ep central banks at arm’s length from politicians 


HERE have been three great inventions since the be- 
ginning of time: fire, the wheel and central banking": 
of Will Rogers's many aphorisms. Few dare to meddle 
with fire, but central banks are considered fair game. Now the 
biggest and most influential of all, America's Federal Reserve, 

‘is under attack. It is run by unelected officials, largely free 
.. from political interference. This independence is envied by 
| most other central banks, but resented by some American 
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heft is theft, so new laws to curb computer hacking need to define the loot 


is to extend existing laws rather than define new crimes. 

Take two nonsenses that would be created by the propos- 
als of Britain's Law Commission. A snoop filching a copy of a 
memo from his boss's desk is guilty of immorality, but proba- 
bly no crime. Printing out a copy of the memo from the boss's 
computer, however, would make him liable to three months 
in jail. Or imagine a prankster who wants to make a nuisance 
of himself by booking 25 seats on a flight to Jamaica. If he 
does this by tricking a travel agent over the telephone, he is 
liable to get little more than a good talking-to. If he does the 
same thing by hacking into an airline's reservation comp 
he would be liable for up to five years in prison. 

Worse than the legal confusion that such laws aid 
cause is the distraction they provide from the special prob- 
lems posed by computer crime. The first of these is extra-terri- 
toriality. A criminal sitting in Grenada can wreak havoc in a 
computer in Greece. Stopping such cross-border crime will 
need international co-operation. Gaining that requires that 
everybody understands the laws they are trying to enforce, 
and that they believe them to be fair. Laws that try to make 
untenable distinctions between computer crime and ordinary 
crime are neither fair nor comprehensible. 

Worse still, alarmist proposals fudge the most funda- 
mental issue of hacking: what protection, if any, should be 
given to the information that companies store in computers? 
Companies have invested millions in computerised 
databases, and are frantic to protect those assets. Courts have 
been reluctant to give companies ownership rights over some- 
body’s name or shoe size, even when they are contained in the 
company’s customer list. One idea might be to extend copy- 
right law—which protects the expression of ideas, but not t 
ideas themselves—to the structure of ideas in a database. E 
simple hacker-bashing will not resolve the dilemma of in- 
formation protection; it will only postpone a solution until 
the problem gets much worse. 





politicians, who think it undemocratic. A bill before Con- 
gress proposes that the treasury secretary should have a say on 
the Fed’s Open Market Committee; that the Fed chairman’s 
term should match the president's, so a new president could 
appoint his own man; and that the Fed be required to an- 
nounce the decisions of the Open Market Committee imme- 
diately, instead of after the six-week delay it now has. 
Anyone remotely concerned yi the welfare of the 
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twelve Asia/Pacific countries, 
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world’s 5 billion people should pray that this bill fails. The 
Fed is the closest thing there is to a world central bank: the 
dollars it releases account for more than one-third of the 
world’s supply of usable monies. It cannot prevent inflation 
in every country, but it can certainly cause it. The Fed is one 
of a handful of central banks with meaningful independence. 
Not by coincidence, all are in the countries which, over many 
years, have suffered the least inflation (see page 98). Rule 
One of political economy: any government that insists on ac- 
cess to the printing press cannot be trusted with it. 

The bill now before Congress would start giving that ac- 
cess to the American Treasury, the world’s biggest borrower. 
The way the administration and Congress have been unable 
to look America’s budget deficit in the eye gives scant confi- 
dence that they would be principled in steering monetary pol- 
icy. As for immediate disclosure of policy, that is a require- 
ment which no other central bank has to meet. It would mean 
that the Fed could affect markets, and market expectations, 

y by peremptory shocks. Gradualism, which is sometimes 
better way, would no longer be an option. 

What is so special about monetary policy? Should not fis- 
cal policy, too, be put in the hands of an independent agency? 
No. How much a government spends on behalf of its citizens 
and how it raises that money in taxes are the legitimate stuff 
of politics. The power to meddle with the denomination of 
that spending and taxing is not. 

The real trouble with the Fed is not that it is unaccount- 
able or undemocratic, but that its brief is too vague. This al- 
lows politicians, when they are under attack, to shift the 
blame on to the Fed and to claim that their fiscal failings are 
merely offsetting the Fed’s errors in blending growth and 


Nicely normal 


But Spain’s success in becoming a stable, prosperous democracy still leaves 


` with its fair share of troubles 


TE dullness of Spain's election campaign has been a de- 
light. Gone are the old excitements: fears of a coup, 
trauma over membership of NATO, passions lingering from 
the civil war. Some disagreement about the ground-rules of 
democracy— notably over abuse of the state television mo- 
nopoly—has distracted a bit of attention from the debate 
about the mundane matter of how best to run a modern Euro- 
pean country. But Spain now has more or less normal politics. 
For a nation that emerged only 14 years ago from decades of 
dictatorship, normality is bliss. 

Does it also make Spain boring? Not to foreign investors, 
who are enthralled by the place, and pouring money into it. 
Nor to Latin Americans, now joined by Poles and Hungar- 
ians, who see in Spain a successful example of transition from 
dictatorship to democracy. This power of example will grow 
in the run-up to 1992—which in Spain means not just Eu- 
rope's single market, but also the 500th anniversary of Co- 
lumbus's voyage to America, plus the Barcelona Olympics 
and the World Exhibition in Seville. 

By taming the armed forces, keeping Spain in NATO and 
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price stability. In this respect a second bill before Co 
much better: it would require the Fed to eliminate i 
within five years. That would help it to copy West Ge 
Bundesbank, with its statutory duty to maintain the value 
the currency. In the past two inflationary decades, West Ge 
many has had the lowest rate of inflation among the OEC 
countries. si 


Lessons for the Old Lady 
In Britain, by illuminating contrast, the Treasury holds the 
monetary reins; the Bank of England carries out its orders 
Under this political control, Britain has among the highes 
inflation and interest rates of any rich country. The fina 
markets are unconvinced of the government's anti-inflatio 
ary resolve, so it has been forced to push interest rates up 
Britain could regain monetary credibility in one of two way: 
either it could make the pound a full member of the Euro 
Monetary System, thus shifting much of the responsibi 
monetary policy to the Bundesbank; or it could return 
295-year Bank of England to independence, under a 
charter defining what it was expected to do. 

Britain could take a tip from New Zealand. Its Labour 
ernment is drafting laws to free its Reserve Bank from govern- 
ment interference. Under the plan, the Bank will be set thi 
target of cutting inflation to 0-296 by the early 1990s. The 
government can overrule this if it thinks this necessary, bu 
only through a vote in parliament. One idea being moo 
to link the governor's salary to the rate of inflation. But no 
the normal way: the index-link would be up-side down. The 
lower the inflation rate achieved, the fatter the governor's pay 
packet. A lot of people would vote for that. v" 






ae 


Ex 
attaching it to the European Community, Mr Felipe Gonza- 
lez, the prime minister since 1982, has made a coup almos 
unthinkable. By learning from the failure of the reflation-in 
one-country attempted in the early 1980s by his fellow-Social 
ist, President Mitterrand of France, and turning instead tc 
quasi-Thatcherite, business-boosting economics, he has 
helped Spaniards grow richer. Their prosperity shows in M: 
drid's new cars and stylish fashions. It is also reflected in a 
buoyant stockmarket and in the economy's growth. Sina 
Spain joined the EC in 1986, its GDP has expanded by an 
age of 4.6% a year, easily the fastest rate in the Comm 
The polish extends to politics. This year the professiona 
of the Gonzalez government's handling of Spain's first s 
month stint as president of the Community was proof that 
Spanish democracy has come of age. E 

The reward for Mr Gonzalez, suggest the opinion polls, 
will be a third term in office after the vote on Sunday, pos 
even with an outright majority again. But as another 
termer, Margaret Thatcher, can attest, it would be dangero us 
to wallow in success. Spain's rush to riches has left proble: ns 





























which, if not tackled, will before long slow it down. 

One glaring failure of Socialist rule is the continuing 
sham bles in many public services. The government has not 
made bureaucrats more efficient (a drive to get civil servants 
t work the hours for which they are paid had only the most 
temporary effect). Under a Socialist placeman, the telephone 
e has all but collapsed; the postal system is a disgrace; 
and the beds parked in hospital corridors are evidence of 


deep trouble in the health service. 
sin 


ntentment before greatness 


Th most common complaint about the Gonzalez govern- 
ment is that, despite its “Socialist” name, it has done much 
for the rich but little for the poor. The unemployment rate is 
17%, down from 21% in 1987 but still nearly double the EC 
age, and fewer than one in three of Spain’s jobless are 
led to dole money. No wonder tourists in Seville and Bar- 
na are shocked by petty crime. The next government will 

to pay rather less attention to making Spain great again, 
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A, COUPLE of months ago, an ambulance strike which left 
A 7m Londoners relying on 100 converted police vehicles 
have scuppered Britain’s health minister, Mr Kenneth 
r e. Tory backbenchers were cowering at the medical op- 
position to the government’s proposed reforms for the Na- 
Health Service (NHs); Labour was rubbing its hands 
over polls showing that 70% of the public thought the NHS 
was unsafe in Conservative hands. 
This week there were no signs of back-bench panic, let 
ministerial climb-downs. Mr Clarke distanced himself 
from the details of the ambulance dispute, rightly insisting 
t it was a managerial rather than a political issue—the 
emen are striking for more pay. But he also made it 
that, if necessary, he would use troops to man the ser- 
vice. Thirty-six hours after the collapse of London's emer- 
gency services, both sides were back at the bargaining table. 
Mr Clarke could see off his critics because he is at last 
tting the better of the NHS argument. In the past few weeks 
he fa has won several significant victories which, taken together, 
ought to mark a turning-point in his nine-month struggle 
> th the medical profession. First, he gave a shrewd speech at 
the Conservative party conference, reminding his audience of 
¥ the NHS's weaknesses that his reforms are meant to put right. 
econd, the doctors caved in over the government’s new per- 
fo formance-related contract: threats of mass resignation turned 
: Ex to be nothing more than bluster. Third, his opponents 
have split: the Hospital Consultants and Specialists Associa- 
. tion—a ginger-group representing 2,700 consultants—voted 
to dissociate itself from the BMA's “negative, misleading and 
. increasingly personalised” campaign. 
= The BMA has only itself to blame for this turn in Mr 
= Clarke's fortunes. Its lavish publicity campaign, which at its 
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The minister is making progress 


In the long campaign to reform Britain's health service, Kenneth Clarke is starting to win 


and rather more to making it contented. à 

That the next government is likely to be led by Mr Gonza- 
lez is also part of the problem. The Socialists have established 
themselves as the dominant party by moving to the right and 
stealing the policies of the main opposition parties (whose - 
leaders' links with Franco also deter many would-be conserva- 
tive voters). Dominance has bred arrogance. Mr Gonzalez is 
frequently accused of being aloof, of failing to listen to the 
concerns of ordinary folk. 

Maybe Mr Gonzalez, assuming he is re-elected, will be a 
better listener in his third term. He may find it harder to ig- 
nore criticism from a now almost universally hostile Spanish 
press—not to mention the advice of his wife, who is set to be a 
member of the new parliament. But what Spain needs most, if 
it is to be a democracy with alternating governments, is a 
more credible opposition. If Mr Gonzalez has no reason to 
feel complacent, that is doubly true of his opponents. They 
must develop the policies, and the people, to give Spain the 
ultimate democratic normality: fierce political debate. 





best had been devastating, has begun to backfire. Its current 
campaign— "What do you call a man who ignores medical 
advice? Answer: Mr Clarke"—is a grave mistake. By 
personalising the argument, it simultaneously stripped itself 
of one of its best weapons—professional gravi 

united back-bench Tory MPs behind an insulted colleague. 

One side-effect of the ambulance dispute may be to rein- 
force the case for Mr Clarke's reforms. More than any other 
part of the NHS, the ambulance service suffers from a dearth 
of good management and an excess of trade-union parochi- 
alism. A better-managed system, based on a clear distinctic — . 
between ambulancemen's para-medical and taxi-driving fun- 
tions, ought to be useful in controlling costs without any dam- 
age to the quality of the service. 

With the doctors in disarray and the ambulancemen back 
in negotiations, Mr Clarke has a new smile on his face. Learn- 
ing from the BMA's mistakes, though, he should be careful not 
to let the smile turn into a smirk. A few well-timed conces- 
sions, combined with a gracious attitude to his opponents, 
could help to reassure a still anxious public. But he needs one 
thing even more than good manners: cash. A rough winter, 
marked by strikes and unnecessary bed closures, could set 
him back to where he was last July. 

Now is the time of year when Mr Clarke, like his other 
cabinet colleagues, has to argue the case for his spending pro- 
gramme. The Treasury is used to dealing with the big spend- 
ers and the special pleaders, so it is not impressed by most of 
the arguments. But if the prize is a real structural reform, with 
the promise of greater efficiency thereafter, extra cash sounds 
more like an investment than a giveaway. Mr Clarke is start- 
ing to look like a good investment. 
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BRITAIN'S BROWNS 


East meets West 


Britain’s Asians are an upwardly mobile lot. But not all are moving upward 
at the same speed. And not many are moving into white society 


WE Britain finds its 1m brown 
Asians confusing. Who are they? 
Plump-cheeked Mr Patel or Mr Singh, de- 
"thr of the colour supplements, proudly sur- 

tying the rows of cars, houses and privately 
educated children with which his hard work 
has been rewarded. Angry Muslims with 
beards and banners demanding death for 
Salman Rushdie? Tired women in back- 
street sweatshops, their homes barricaded 
against racist attacks? 

Each political camp picks—and uses— 
its stereotype. For the right, the entrepre- 
neurial Asian is a lesson to all. In a message 
to the first issue of a new magazine, Asian 
Busines, Mrs Margaret Thatcher com- 
mended Asian shopkeepers, saying, "I re- 
member as a child how hard my parents had 
to work in their grocery shop.” The left 
lumps Asians in with West Indians as blacks 
(an adjective that most Asians indignantly 
reject) oppressed by the white system. 

Both sides are right, both wrong. Some 
of Britain’s browns are doing nicely, others 
not at all so; and the disparities between 
Asian rich and poor are increasing. Nothing 
special in that. But the Asians are far more 
diverse than the natives in their languages, 
cultures and background, whether geo- 
graphic or economic. No wonder general- 
isations are hard to sustain. 

Britain has long experience of Asian 
businessmen. The earliest colour-supple- 
ment candidate was one Deen Mahomed, 
from Bihar, in eastern India, who arrived in 
1784 as servant to an army officer, went into 
the steam-baths and herbal-cures business 
in Brighton and was appointed shampooing 
surgeon to George IV. 

Most of the subcontinentals came in the 
1960s, encouraged by news of labour short- 
ages in Britain and pushed by poverty at 
home. Many were peasants who had never 
seen a city in their own country, let alone 
Britain; many were illiterate even in their 
own language. From Pakistan came Kash- 
miris, Punjabi Muslims and a few Pathans; 
India provided mainly Punjabi Sikhs and 
Gujaratis. When Pakistan split in 1971, 
Bangladeshis started to arrive. 

The newcomers went to big cities like 
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London and Birmingham, and to Manches- 
ter, Leeds and Bradford, where the textile 
industry wanted cheap workers for the kind 
of jobs that whites had started to turn their 
noses up at. What West Indians did for the 
public sector, subcontinentals did for the 
private sector. 

The Asians who came from East Africa 
in the early 1970s were a quite different 
lot—well-off refugees from black-African 
rule, not fugitives from poverty. In 1969 
65% of Kenya’s Asian workforce was white- 
collar, and more than a third of those were 
professionals or managers. Much the same 
was true in Uganda. It was as if Tunbridge 
Wells had been kicked out of Britain and 
taken refuge in the United States. 


Settling in 

For the businessmen, the first stop was the 
corner grocery, then the newsagent or 
chemist's shop. From the single shop, they 
acquired chains, or bought and sold prop- 
erty. Ready to offer the all-night service that 
white proprietors would not, they bought 
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There are Pakistani Muslims 





up small hotels—the many around Victoria © 


station in London are nearly all Asian- 
owned—and then big ones. 

Mr Nazmu Virani arrived from Uganda 
in 1972. He started off doing night shifts ina 


Black & Decker factory. Nobody would leta. ~ 


shop to his family because they had no trade 
references; so in desperation he simply ra 
the doorbell of a landlord and persua 
the man to give him a chance. Today his 
company, Control Securities, has 23 hotels, 
550 pubs, and acres of office and industrial 
space. At £83m, his assets put him 81st ona 
Sunday Times list of Britain's richest. 

The Vohra family owns, among others, 
the Washington Hotel in Mayfair and the 
Rubens in Victoria. Mr Jaswinder Singh 
owns the Edwardian Group of hotels in 
London. Mr Shantoo Ruparell, a prominent 
Asian solicitor, recalls one of his clients buy- 
ing her first hotel for £140,000 and weeping 
as she left the office, because she had put all 
she had in it. Now, he reckons, she is worth 
"at least £30m-40m.” 

Mr Arunbhai Patel, a Gujarati from 
East Africa who in 1987 bought the Finlays 
chain of 282 newsagents, explains the 
Asians' eagerness for property. They choose 
it, he says, because they do not like handing 
over their cash to other people to manage. 
Their holdings are likely to increase, he 
reckons: “There was a time when the prop- 
erty auctions were dominated by Jews. These 
days, 8096 of those attending are Asians." 

This Mr Patel was the outstanding suc- 
cess among the thousands who run Britain's 
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Becoming British 


Residents (in 1981) of households in Britain whose 


ears 
| : 
Me Ean anyan vua rey Ca 
Source: 1981 Corm 


corner shops, until he came a cropper: Fin- 
lays has just been put into receivership. But 
though down he is not out, and there are 
plenty of others on their way up. 

British banks have learned to recognise 
a good market in the Asians. Barclays gets 
some clients because of its extensive busi- 
ness in East Africa. NatWest won some be- 
cause it had a (white) ex-Kenyan manager in 
London who knew the refugees when they 
arrived. The State Bank of India and the 
Bank of Baroda get Indian business. British 
Asians own banks—Equatorial Trust, 
Mount Credit Corporation and Roxbor- 
ough Financial Services—are growing. 


Togetherness helps 

The rags to riches stories are impressive; 
though often the ragged period was brief. 
The Viranis, for instance, were one of the 
wealthiest families in Uganda, already own- 
ing property in London. They took tough 
jobs when they arrived because they did not 
believe in spending capital. Yet past wealth 
or success only partly explains success today; 
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many now doing well were not so before. 

Helping each other helps. All Asians be- 
long to a community. Hindus have castes, 
sanctified by religion; Sikhs, whose religion 
is more egalitarian, prefer not to call them 
castes, though they differ little; a Pakistani 
Muslim has his beradari, a patrilineal kin- 
ship group. 

Mr Ruparell is president of the national 
congress of Britain’s 110 Gujarati organisa- 
tions and a former president of the Lohana 
community, the second largest after the 
Patels. There are around 40,000 Lohanas in 
Britain. "We usually have 2,000 people at 
our weddings, but that is only because there 
isn't room for the others." Mr Ruparell cites 
a Lohana sub-postmaster who was had up in 
1987 for embezzling £30,000. As his lawyer, 
Mr Ruparell said he would have a better 
chance of getting a lenient sentence if he 
paid the money back. The man had already 
spent it. Within two days members of the 
community had lent him the money. 

Thanks to the community and the ex- 
tended family, raising small amounts of capi- 
tal is easier for Asians than for most Britons. 
The family supplies labour too. Children, 
aunts and grannies help run the shop. Some 
Asian employers use a more formal system 
to ease cash-flow. Workers from the caste or 
beradari get only part of their pay in cash. 
The employer retains the rest, but provides 
annual bonuses and air tickets to the sub- 
continent, and pays over the money saved 
up in a lump sum when the employee leaves, 
or needs it. The employer thus cuts his wage 
bill (and social-security charges) drastically, 
and the workers, perforce, save. 


Who does better, and why 


Closeness, Asians point out, means 
competition. If the community meets 
regularly at temple, mosque or gurd- 
wara, everyone knows how everyone 
else is doing. There is pressure, not al- 
ways comfortable, to succeed. Not 
that all succeed alike. Both Indians 
and Pakistanis, according to census 
figures, are socially mobile: 5796 of 
whites and 5496 of West Indians 


stayed in the same class from the 1971 v 


census to that of 1981, only 4296 of v 
Indians and 3796 of Pakistanis. But 
while a few more Indians moved up 





than down, more Pakistanis moved down 
than up. And 1996 of Pakistanis became un- 
employed, against 1496 of Indians, 896 of 
West Indians and 596 of whites. 

More recent figures on social mobility 
(see table), produced by Mr Vaughan Rob- 
inson, of University College Swansea, show 
that Indian men, overall, are by now doing 
rather better than whites. Pakistanis are do- 
ing much worse; though many more of them 
than in the past are now to be found among 
the upper white-collar classes, some 70% are 
still manual workers. 

Asians from East Africa are top of the 
heap. A 1982 survey by the Policy Studies 
Institute found 2296 of these Asians—who 
are mostly Hindus—in classes I and II (pro- 
fessional, employers or managers), com- 
pared with 1196 (unduly low, perhaps?) of 
Indians, 1096 of Pakistanis and 1096 of 
Bangladeshis. Only 3% of East Africa- 
Asians were unskilled, 596 of Indians, 8% « 
Pakistanis and 1296 of Bangladeshis. 

East London demonstrates the relative 
failure of the Bangladeshis; Bradford— 
scene, by no accident, of the fiercest anti- 
Rushdie agitation—that of the Pakistanis. 
Small shops with peeling, hand-painted no- 
tices crowd Bradford's Pakistani ghetto, 
goods pushed to the front of the shelves in 
an attempt to make them look full. Re- 
searchers from Liverpool Polytechnic 
reckon that these shops, on average, stay 
open 7342 hours a week, employ three full- 
time workers—and turn over only £15 an 
hour. Bradford's community relations coun- 
cil says it is keen to get Pakistanis to diver- 
sify, but they seem stuck in this over- 
crowded, unprofitable trade. 

History suggests why. Hindus in India 
have been businessmen and professionals 
for centuries. The Muslims who created Pa- 
kistan and Bangladesh were landowners, 
farmers, craftsmen, soldiers. The Hindu 
caste system defines people by occupation: if 
you are from a business caste—and most of 
the Gujaratis in Britain are—that is what 
you tend to do. “You have to understand", 
says Mr Sudhir Mulji, of the Great Eastern 
Shipping Company, "how much Indian 
businessmen love business. It isn't just their 
work, it’s a way of life, it’s their passion.” 

Most Pakistanis, like most whites, are 
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Sources: 1971 census, 1985-87 labour force surveys. 1971 figures included 
‘some but not many East Pakistanis 
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BRITAIN’S BROWNS 





not brought up in that tradition. They ex- 
pect to be employees, not employers or self- 
employed. They came to man an industry, 
textiles, in which employment fell from 2m 
in 1945 to 520,000 in 1986; Bangladeshis 
suffered similarly in the clothing industry. 
With few skills, often with little English and 
little idea of business, the unlucky ones were 
left floundering at the bottom of society. 

Racial prejudice has helped keep them 
down. Any survey of job applications shows 
that an Asian has less chance of getting an 
interview than does a white person. Ironi- 
cally, racism may also have helped other 
Asians succeed. Some businessmen say they 
started up on their own partly in order to 
avoid discrimination. 


Doing their own thing 


Despite the Asians’ economic and social di- 
versity, one thing is common to nearly all of 
them: their separateness from whites. Their 
shops and restaurants may have white cus- 
tomers, but Asian business is pretty self-con- 
tained. When Mr Nazmu Virani wants to 
sell property, he goes straight to a mosque or 
temple— "just as the Jews used to go to the 
synagogue to do their business". The clients 
waiting to see Mr Ruparell and his Sikh 
partner in their Ealing office when The 
Economist called were all Asian. So were the 
customers who came into Mr Jaspal Singh 
Bhambra's electrical shop in Southall. Mr 
C.B.Patel, a thriving Asian publisher, brings 
out New Life, Britain’s biggest English-lan- 
guage Asian weekly, a Gujarati paper and 
Asian Business. In Bradford’s Asian shops, 
according to the Liverpool Polytechnic 
study, 55% of customers are Asian. 

Asians also tend to live next to each 
other. On Southall Broadway all the shops 
except one jeweller’s are Asian. The super- 
markets overflow with pulses, offering only a 
few loaves of sliced bread as a concession to 
local working-class whites. The eating- 
houses, like those in India, are unlicensed 
cafes with formica-topped tables, implying a 
quick bite rather than an evening out: 
Asians spend their leisure at home. Turn up 
in Southall Broadway, and you can find a 
couple of white beggars the only aboriginals 
to be seen. 

A single district of Bradford houses 
most of its 70,000 Pakistanis. You can walk 
for ten minutes from one end of it to the 
other without seeing a white face. The 2,500 
Bangladeshis have their own area, with their 
own mosque. Bar the taxi-drivers, in the 
centre of town brown faces are scarce. 

In many ways Asians are becoming 
more like the rest of the population than 
they were. They have fewer children than 
they used to, and their households are get- 
ting smaller. The number of single parents 
among them is growing. They are abandon- 
ing their old people. They are beginning to 
take holidays. They are starting to go into 
the sort of unprofitable, insecure profes- 
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sions that suggest growing security—acting, 
writing, the media, not just accountancy, 
medicine and business. They are even, like 
Mr Arunbhai Patel's newsagent chain, go- 
ing grandly into the red. 

But likeness does not mean integration. 
Mr Robinson has produced figures on resi- 
dential distribution in Blackburn in 1968 
and 1984 which show that Asians are in- 
creasingly moving together, away from 
whites. Marriage between whites and 
Asians, the most demanding evidence of 
mixing, is extremely scarce. Any wanderer 
through London's streets can see that. 
While the capital is bouncing with curly- 
haired half-white, half-West Indian babies, 
the products of Asian-white couples are 
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rare. The Psi figures show that while 15% of 
married or cohabiting West Indians have a 
white partner, only 4% of Asians do. 

Asians say that their rules about who 
marries whom are being relaxed. Indians 
sometimes bypass the rules which demand 
that the boy and girl do not have a whiff of 
the same patrilineage while being from the 
right caste; Pakistanis—whose tradition 
takes the opposite view—are less insistent 
that their offspring should marry cousins. 
But though this new laxity is mixing up dif- 
ferent sorts of browns, it is not mixing 
browns and whites. Mr Mohammed Ajeeb, 
a former lord mayor of Bradford, reckons in- 
termarriage with whites is rarer than it was 
in the 1960s, before many Asian women had 
arrived. 

The next generation may be different. 
Most of the first generation came with the 
idea of going back again. Most maintain 
links with their village "at home", and some 
still fantasise about going back. But their 
children were almost all born in Britain. A 
Pakistani in Bradford said he tried taking his 
little daughter back to his village. "She cried 





all the time. She couldn't stand the heat." 

Asians worry a lot about their children. 
"Our rules", says Mr Arunbhai Patel, “are 
more like Victorian rules than like yours to- 
day." Squeezing in a century of change be- 
tween two generations is tough on both. 
Some parents, like Mr Patel, avoid exposing 
their children to too heavy a dose of present- 
day Britain by sending them to public 
schools—ie, private schools— with a lot of 
foreigners. The Gujaratis are thinking of 
starting their own public school: right now 
they do not have the £10m endowment that 
they need, but Mr Patel is sure it will hap- 
pen. The majority, attending state schools, 
have to put up with the present in the day- 
time and the past at home. 

The children's reactions, according to a 
white observer of Bradford's Muslims, fall 
into four categories. A tiny minority want to 
abandon Asian ways altogether for west-- 
ones; an equally small number go off 
rails, leave home or turn to drugs; a few turn 
to Islam, and start criticising their commu- 
nity for insufficient piety; the majority go 
along with most of what their parents say, 
making their own small adjustments and 
pushing for a little more freedom here and 
there. 

Asian children are constantly faced with 
choices their parents never dreamt of. Duty 
or pleasure? The temple or the disco? Their 
parents' anger or the jeers of their white 
contemporaries? “At every meeting I go to,” 
says Professor Bhikhu Parekh, deputy chair- 
man of the Commission for Racial Equality 
and father of three sons with scholarships to 
Oxford, “parents are talking about this. In 
every family, there is tremendous unease. 
Every child is a mix of both, and 8096 are 
thoroughly mixed-up.” 


Which way ahead? 

Asians disagree about which of two possibl 
futures is more likely. Their children an 
grandchildren could slowly integrate. If they 
do, the Asian communities will lose the par- 
ticular features—the support systems, the 
closeness that forces competition, the family 
loyalty, the inheritance of the tradition of 
business—that have made them successful. 
They will become as degenerate as the rest of 
British society. 

Some think that will happen. Others ar- 
gue that the children, part of neither camp, 
are pitching their own. They cite bhangra 
music, which emerged in the mid-1980s. 
Wildly popular with young Asians, it is a 
mix of Punjabi folk music and western pop. 
Bhangra concerts and discos are exclusively 
brown: unlike the Rastafarians' reggae mu- 
sic, it does not interest white kids. 

Given the minimal mixing so far, some 
such separate existence seems the likeliest 
future. Sad, perhaps; but probably inev- 
itable when two strong cultures meet, and 
neither wants to give much ground. 
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Why our Worldwide Selection Fund 
is on the up and up. 


: The minimum investment is only US $2,500 
(or its equivalent), or you can make use of 
Scimitar Flexi-Saver, our regular savings facility, 


from US $150 per month. 

If you'd like your money to see more of the 
world, and you to see more from your money, 
just send the coupon for a prospectus and an 
application form. 

Alternatively, simply call in at your local 
Standard Chartered branch. 

Remember, the price of shares and the 

_ income from them can go down as well as up. 


statistics: Offer to bid price with income reinvested. 


[1 Scimitar Asset Management [CI] Limited, P.O. Box 330, 
Standard Chartered House, Conway Street, St. Helier, 

| Jersey, Channel Islands. Telephone: (0534) 34373. 
Telex: 4192013. Fax: (0534) 26035. 

| Please send me a prospectus and application form for the | 
Scimitar Worldwide Selection Fund. 
(Please write in block capitals) 


Name 





Address 


| Country 


| SCIMITAR 
| HAS THE EDGE 


Scimitar Asset Management [CI] Limited. Part of STANDARD CH. X ERE 


































| BLACK & DECKER 
CALTEX 
.— MCDERMOTT 
. MITSUBISHI MOTORS 
REEBOK MIDDLE EAST 
SHELL 
SONY 
TOPPAN MOORE 
TOYO WAREHOUSE 
UNION CARBIDE 
YORK AIRCONDITIONERS 


What do these | 

international companies 

—. know about Dubai 
that you don’t? 


They know that Dubai’s Jebel Ali Free Zone s No personal income taxes. 

as introduced exciting trade freedoms a No import duties/export taxes. 

and benefits, enabling companies to set up m Unlimited cheap energy. 

ig and indust; ial bases in the They also know that with superb facilities 

CMM HH including an extensive infrastructure, state-of- 
ust look at these benefits-unique to Jebel Ali. — the-art communications, accommodation, |. : 
0096 foreign ownership. hotels, hospitals, security and every modern 

! Unlimited transfer of profit and capital. amenity, Jebel Ali is a unique opportunity for 
lo corporate taxes for a minimum of 15 years. World markets. 






For more information contact 
Jie Jada jall aided auus 
Jebel Ali Free Zone Authority | 


Marketing Dept. No. 08 

Jebel Ali Free Zone Authority, P.O. Box 3258, 
Dubai, United Arab Emirates. Tel: Jebel Ali 56578 
Telex: 46580 TPAJA EM, Cable: PAJADUB - U.A.E 
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66 QEEK truth from facts," Mr Deng Xiao- 
ping used to say in his better days. 
' China's factories are idle; power cuts are 
constant; hotels are empty; vagrants crowd 
the cities in search of work; foreign credits 
are almost at a standstill. Staring these facts 
in the face, even the Central Committee of 
China’s Communist party, which is due to 
meet in the next few days, can hardly avoid 
the truth: the world’s most populous nation 
is in bad economic trouble. Its leaders, dis- 
tracted by their own struggles to succeed the 
85-year-old Mr Deng, have no idea what to 
do about it. 
Acknowledging the truth is not their 
starting-point. They say “deepen reform” 
when they mean a return to central plan- 
ning; "open door" when they mean shut- 
ting out western influence; and "the highest 
interests of the Chinese people" when they 
mean the protection of their own privileged 
clique. In this vein of newspeak Mr Li Peng, 
the prime minister, has just argued the 
cheerful case for China's economy. "The 
pace of development has slowed down and 
the market has slumped, but this offers an 
opportunity for enterprises to^make read- 
justments to improve the quality and in- 
crease the variety of their products." In fact, 
his policies have sought economic salvatio 
through pain, not "opportunity". : 
Some pain was inevitable. During the 
decade of Dengist liberalisation that began 
in 1979, China's real GNP grew at an average 
rate of more than 1096 a year. Unsurpris- 
ingly, the economy has been prone to bouts 
of inflation. In February the official year-on- 
year inflation rate reached 3096, probably 
an underestimate but still the highest since 

before the 1949 revolution. A comparison 
_ with the times of the defeated Nationalists is 












something any Chinese Communist shud- 
ders at. So it made both political and eco- 
nomic sense to attack the price rises. 

The problem is the way China went 
about it. Mr Zhao Ziyang, a reformer who 
was the party boss until he was booted out in 
June after the Tiananmen Square massacre, 
last year argued for a quicker loosening of 
state controls to bring prices down by in- 
creasing output. Instead, the government 
has chosen to restore the clamp of central 
planning. To make matters worse, it has 
done so just when foreign investors, 
shocked by the Tiananmen events, stopped 
sending in money (though the government 
claims—numerical newspeak this time— 
that foreign investment rose 29% to $2 bil- 
lion in the first nine months of this year). 

The result has been a crash instead of a 
soft landing. In September, say the official 
figures, industrial output was 0.9% higher 
than it had been a year earlier. That com- 
pares with 6.6% for August and 17.7% for 
1988 over 1987; it was the smallest increase 
since February 1986. In some provinces, in- 
cluding Sichuan (see box on next page) and 
Jiangsu and Zhejiang along the coast, output 
actually fell. The output of light industry, 
the sector that drove industrial growth dur- 
ing the reforms, fell for China as a whole— 
for the first time in ten years. 

Has it been worth it? Prices in Septem- 


ber were still 13% higher than they had 


been a year before. This brought the 
annualised inflation rate for 1989 down to 
22%. But, as Mr Zhang Zhongji of the State 
Statistical Bureau admits, it will be "ex- 
tremely difficult” for inflation to come 
down to the official target of 10% by the end 
of this year. No wonder Mr Li says the year- 


old austerity programme may have to be 



































continued for another three years. 
China is drifting dangerously c 
stagflation—or, rather, is being pu 
that awful combination of rising p 
falling output by the anti-reform gang 
in charge. If it happens, it will be bac 
for Mr Li and his anti-reform colleagu 
particular Mr Jiang Zemin, the party ge 
secretary, who seems to be Mr Deng's 
heir-designate, and the healthy octoy 
ian President Yang Shangkun: Yet ev 
their peril they are unlikely to be tempted 
the freer-market solution advocated by: 
fallen Mr Zhao (whom they delighte 
blame for all of China's present woes)... 
Mr Li and his cronies are co 
that the private sector is teeming wit 
rupt, tax-evading "bourgeois liberals"; 
dermining the socialist state by con 
ing—and, they allege, squanderin 
precious energy and raw materials. Mr 
used to praise the growth of China's. 
but dynamic private sector; his successo! 
rejoice that the number of workers i 
private sector has fallen from 23m al 
start of the year to 19.4m at the end of 
After all, China's anti-reformers reckon 
economic crisis is too grave to be left t 
market to settle; far better, they argu: 
the central planners to decree a remed 
Their folly is already plain. Retail 
are falling in real terms for the first. 
since 1968; in August they fell even in 
nal terms. Unsold stocks held in shops 
factories have almost tripled in a ye: 
reach 75 billion yuan ($20.1 billion a 
overvalued exchange rate). Unpaid 
between the country's state ente 
amount to anywhere between 108 
yuan and 300 billion. Tax paym 
profits remitted by these business 
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m vernment have fallen by 41.496 in the first 
f of this year alone. 
The government cautiously admits that 


a fifth of all state-owned enterprises are op- 
- erating at a loss. Because state companies 
cannot be allowed to go bankrupt—and 


dare not sack their redundant workers—the 


“government preserves the nonsense by 
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pumping in subsidies ($18 billion last year). 
That, in turn, feeds the inflation the auster- 
ity programme is meant to starve. 

Not everyone in power has gone mad. 
The admirable Mr Ye Xuanping, governor 
of Guangdong province (where economic 
growth still outstrips inflation), is refusing 
to carry out the central government's order 


—, aide R 


that workers be paid 30% of their wages in 
government bonds instead of cash. But resis- 
tance by the provinces can go only so far in 
counteracting the great planning levers be- 
ing pulled in Beijing. Only another political 
upheaval (perhaps bringing Mr Zhao back 
on top?) could now reverse them. 
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| Buy something, don't talk politics 


FROM OUR CORRESPONDENT IN CHONGOING 


HONGQING, or Chungking as it 
used to be known, has a lot going for 

it. The unofficial industrial capital of Chi- 
na’s south-west is also a tourist attraction. 
Cruise boats leave from the foggy hillside 
city, which served as Chiang Kai-shek’s 
wartime capital, to take visitors down the 
picturesque Three Gorges of the Yangtze. 
Yet these days cranes stand motionless 
above half-finished buildings. The Peo- 
ple’s Hotel, a showy replica of Beijing's 
Temple of Heaven, is practically empty; 


ı the management has closed down the ho- 


tel’s western restaurant and cut staff 
wages by half. Goods aren’t moving in the 
markets. “I haven't sold anything for ten 
days, but there are new taxes every 
month. Buy something, don’t talk about 
politics,” a seller of raffish Canton-made 
suits begs impatiently. 

Chongqing is suffering, perhaps more 
than other cities in the interior, from 
blows rained on it from Beijing. One of 
the successful pioneers in the early days of 
Mr Deng Xiaoping's economic-reform ex- 
periments, the city has been badly 
_ pinched by the austerity the central gov- 


A | ernment imposed a year ago. Now, after 


d * the Tiananmen Square massacre, its op- 


timistic hopes of attracting foreign capital 
have been smashed. 

A few years ago Chongqing had big 
plans. The city of 4m, the largest in 
Sichuan province, got a boost in the late 
1970s when Mr Deng made Mr Zhao 
Ziyang the province's party boss and gave 
him a free hand to experiment with eco- 
nomic liberalisation. Mr Zhao, who later 
became prime minister and then national 
party boss (a job he held until he was re- 
moved this spring), loosened prices, wages 
and taxes. In 1983 Chongqing began 
planning ways of raising the money it 
needed to spruce up its stock of housing 
and its water and electricity supplies; it 
was looking forward to a new airfield, bet- 
ter telephones and roads and even an un- 
derground railway. The airport is to open 
next year, but practically everything else is 
on hold. 

The political crackdown that began 
last June in Beijing can be felt here too. 
The local television station dutifully 


pumps out propaganda about those con- 
temporary martyrs: local soldiers who 
died putting down the "counter-revolu- 
tionary rebellion" in Tiananmen Square. 
But this seems to be taken as lightly as it 
deserves. Chongqing is a regional publish- 
ing centre, but no publishing houses have 
been shut down. Neither here nor else- 
where in Sichuan is there any sign that 
Beijng's harsh words against “exploit- 
ers"—meaning private businessmen—are 
being heeded. 

Yet tight money and higher taxes are 
taking a toll. Industrial growth in the 
Chongqing region has slumped from 16% 
to 696 in the past year, and the output of 
rural industries is growing at closer to 
3096 than the 6096 seen in recent years. 
Rural unemployment is rising, Chong- 
qing is full of peasants unsuccessfully of- 
fering their services as porters to carry 
things up the steep hills. 

The central government's austerity has 
helped to drain the local government's 
coffers (so perhaps has corruption); so the 
local government is putting on its own 
squeeze. Entrepreneurs complain that 
taxes are rising. The owner of a small res- 
taurant specialising in the fiery local hot- 
pot says she pays 2,000 yuan a month in 
taxes ($500 at the overvalued official ex- 
change rate). On top of taxes, as many as a 
dozen other government departments 
charge fees for services ranging from 
"education" to "inspection". 
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Foreign money has also dried up. The 
central government is partly to blame: it 
has frozen the city's allocation of foreign 
exchange. Joint ventures have been aban- 
doned because the Chinese side was un- 
able to raise its share of the capital. But 
Tiananmen is also making foreign inves- 
tors shy away. In 1985 Mr Xiao Yang, 
then Chongging’s ambitious new mayor 
(he is now municipal party secretary), 
talked of getting $300m a year in foreign 
investment. This year's total will be well 
under $50m, and the outlook for next 
year is bleaker still. 

Like other inland cities, Chongqing 
had hopes of catching up with the coast. 
They are fading. Local officials are bitter 
that in the good years Guangdong prov- 
ince (whose capital is Canton) was al- 
lowed to keep all its income while 
Chongging still had to hand over a third 
to the central government. Shanghai, 
down-river on the Yangtse, handed over 
far more, but it can expect to make some 
of that up now: its former party secretary, 
Mr Jiang Zemin, is China’s new party 
chief. 

Chongging's one ray of light is that 
the central government is being kind to 
state-owned factories. Buyers from private 
factories on the coast used to come up- 
river to buy silk cocoons at high prices 
from local farmers. No more. State-run 
spinning factories in Chongqing will now 
be back in business. Cold comfort for the 
silk farmers, for other Chongqing fac- 
tories that no longer have the hard cash to 
import capital equipment or parts—and 
for the idling staff of the People's Hotel. 














COURVOISIER XO 


THE BORN LEADER. 


4 


ey um 


ge he A ^ le 2? 














UR POOL HAD TO 
 BETHEBESTIN _ 
ALA LUMPUR TO 
GET YOU OUT OF 
OUR 24-HOUR 
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One could describe the new 
Regent of Kuala Lumpur as 
the  workaholic's dream. 
Situated in the heart of the 
business district, each of the 
469 luxurious rooms has 
been designed specifically for 
the business traveller. 

So in theory you need never 
stop working. 

Once you've seen the pool, 
however, it's a theory that 
just doesn't hold water. 
Opening November Ist. 


the 
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KUALA LUMPUR 
A REGENT ® INTERNATIONAL HOTEL 


JR. MELBOURNE. NEW YORK. SINGAPORE. SYDNEY TAIPEI. 


KUALA LUMPUR: TEL (3) 241-8000 TLX 33912, HONG KONG: 3-663361. SINGAPORE: 737.3555. 


Don't call it a deal 


International trade wouldn't be boom- 
ing the way it is without banks providing 
a guarantee that the flow of goods will be 
matched by a flow of money. 

But the documentary credit is just 
one instrument designed to pave the way 
for global communications. Foreign ex- 
change, of course, is at the root of all 
international dealings, private as well as 
business. Imaginative banks, especially 
those which set their sights on world 
markets at an early date, keep coming 


UBS. The bank of experts. 


without a documentary credit. 





up with new, ever more flexible ways of 
financing cross-frontier trade: swaps, 
hedges, futures transactions - to name 
just a few 

UBS is one of those banks. It is 
Switzerland's leading universal bank, and 
one of only a handful of AAA banks in 
the world. Don't call it a deal without 
testing us. 


AY&R eu 


The 24-hour 
container division 
at London's 

busy Port of Tilbury. 
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Union Bank 
of Switzerland 





Worldwide network of UBS 

Europe: Frankfurt, London, Luxembourg, Madrid, Monte Carlo, Moscow. North America: New York, Chicago, Houston, Los Angeles, San Francisco, Cayman Islands, 
Calgary, Montreal, Toronto. Latin America: México, Panamá, Bogotá, Caracas, São Paulo, Rio de Janeiro, Buenos Aires. Middle East and India: Abu Dhabi, Bahrain, 
Beirut, Tehran, Bombay. Far East: Hong Kong, Osaka, Tokyo, Singapore, Taipei. Australia: Sydney. Africa: Johannesburg. 

Head Office: Union Bank of Switzerland, Bahnhofstrasse 45, CH-8021 Zurich. 








Cambodia 








The Khmers Rouges march again 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


AMBODIA’S killing season has begun. 

A month ago Vietnam said it had 
pulled the last of its troops out of the neigh- 
bour it had occupied for nearly 11 years. 
Over the past week the three Cambodian re- 
sistance forces fighting the Vietnamese- 
backed government of Mr Hun Sen have 
claimed a string of victories in the north- 
west of the country. At midweek Mr Hun 
Sen's troops were said to be counter-attack- 
ing. The. fighting gives a sense of urgency 
to—and could help—efforts by outsiders to 
get the Cambodians to settle their differ- 
ences by ballots rather than blood. 

The Khmers Rouges, the largest of the 
resistance armies, are claiming the biggest 
victory. They say that after several days of 
fighting they overran the town of Pailin on 
the morning of October 23rd. They have 
made such claims before, only to have them 
denied by the government in Phnom Penh. 
But this time the government said nothing, 
and Thai military intelligence confirmed 
that the town had fallen. The Thais should 
know: they have kept close tabs on the fight- 
ing around Pailin (and, claims the Cambo- 
dian government, used their helicopters to 
radio Cambodian troop positions to the 
Khmers Rouges). 

Pailin itself is no prize. The civilians de- 
serted it long ago and the road to Battam- 
bang, the nearest large town, is in an appall- 
ing state. However, Pailin is still valuable. It 
is a bridgehead from which the Khmers 
Rouges can push south-east, establishing a 
network of bases through the Cardamomes 
mountains and on towards Phnom Penh. 
And the hills around the town are rich in 
gems: pailin means sapphire. 

Above all, the fall of Pailin matters be- 


cause the Cambodian government made the 
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mistake of making the godforsaken place 
seem important. The defence minister said 
he would hold the town come what may, 
committed some of his best troops, and sup- 
ported them with plenty of artillery. The 
Khmers Rouges claim to have captured four 
tanks, seven guns and “tons” of ammuni- 
tion. At the least, their victory suggests that 
the Cambodian army has serious morale 
problems, and confirms suspicions that it is 
not stuffed with talented officers. 

While the Khmers Rouges have been 
operating on their own around Pailin, the 
non-communist forces of Prince Norodom 
Sihanouk and Mr Son Sann's Khmer Peo- 
ple's National Liberation Front (KPNLF) 
have launched a co-ordinated attack north 
of there. They have taken a string of out- 
posts on the road to Sisophon. Last week 
they captured Thmar Puok, a town which 
used to have a population of around 55,000. 
They are now assaulting the heavily de- 
fended town of Svay Chek, the last govern- 


GULF OF 
THAILAND 





ment-held place on the road 
Sisophon and the border. 

These two groups' forces may be 
well because they have at last got their h 
on some better equipment, particularly 
ropean anti-tank weapons. “We can now dt 
fend ourselves against tanks," says Gei 
Dien Del, the deputy commander of 
KPNLF. "This will do for us what Stingers 
for Afghanistan." The resistance is likely 
find, though, that taking territory is easie 
than holding it; for one thing, the sanctus 
of Thailand is now farther away. Mr 
Sen would feel better if the resistance z 
repeated the mistake of the Afghan 
and tried prematurely to take a large tov 
Battambang, for example. 

The Khmers Rouges, for one, seem un: 
likely to oblige. One of their comman 
Ta Mok, known as the "butcher" when the 
Khmers Rouges ran Cambodia from 1975 
until the Vietnamese invasion in 1978, is 
ported to have marched a band of guerrillas 
from the northern border to the hills 25 
miles south-west of Phnom Penh. He is s 
ting up bases to launch a guerrilla campaign. 
around the capital. Meanwhile the 
Rouges have been moving refugees back. 
into Cambodia from their camps in Thai- 
land. Recent visitors to two camps near Site 
8 report that they are now nearly empty. 
Until recently they held 15,000-20,000 peo- 
ple. The non-communist forces have also” 
been moving smaller numbers into the areas 























they have captured. 
What of efforts to end the war peace- 
fully? Mr Chatichai Choonhavan, the prime: 
minister of Thailand, arrived in Beijing on. 
October 24th for a two-day visit to try to 
find out what China would want in ex- 
change for stopping its support for 
Khmers Rouges (he then goes on to Wash- 
ington and Moscow). The visit coincided | 
with remarks by Mr Lee Kuan Yew, Singa- 
pore's prime minister, that China is looking: 
for a face-saving way to drop the rs 
Rouges. 
Even if Mr Lee eventually proves right, a 
lot of things will have to happen first. China 
is convinced that Vietnam's withdrawal 
from Cambodia is a fraud. During a visit to 
Beijing last week Mr Kaysone Phomvihan, - 
the Laotian prime minister, was given a mes- 
sage for his Vietnamese masters. China said 
it would not put relations with Vietnam 


had verified the withdrawal and endorsed a 
peace settlement. Whatever happens, China 
will not let Vietnam get away with anything 
it could remotely describe as a “victory” — 
say, recognition for Mr Hun Sen's govern- 
ment without its having accepted an inter- 
nationally supervised election. ) 
A proposal by Mr James Baker, the - 
American secretary of state, may offer a way, 
forward. The gist of it is that the patrons of | 
the four warring factions—Russia, China, — 
America and Vietnam—should work out, 
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~ and then impose on their clients, an interim 
power-sharing deal pending a free election. 
Mr Baker's plan would save China's 
face over the Khmers Rouges (and give it its 
revenge on Vietnam) and make ASEAN 
happy; the Russians would probably buy it. 
But Vietnam might not. The Paris peace 
conference ended in failure on September 
| 8rd because Vietnam and Mr Hun Sen were 
utterly unbending, and Russia either could 
not or would not force Vietnam's hand. 
Back then the Vietnamese were fondly 
thinking that Hun Sen could be their 
Najibullah. This week's military reverses 
may have shaken their faith. Not that Viet- 
nam will change its aims in Indochina over- 
ight. The first recorded Vietnamese inva- 
sion of Cambodia took place 331 years ago. 





Pakistan 


Lady in distress 


FROM A CORRESPONDENT IN KARACHI 


ENAZIR BHUTTO has been Pakistan's 
prime minister for less than a year, but 
she is already in danger of being thrown out. 
Parliament has just had a no-confidence mo- 
tion put before it. The vote must be held by 
November 2nd, and if Miss Bhutto loses it 
| she is bound by the constitution to resign 
(the president would then ask someone else 
to form a government). She may well lose. 
Foreigners find this hard to understand. 
Miss Bhutto has cut a photogenic figure on 
her many trips abroad (the most recent be- 
ing to the Commonwealth summit in Kuala 
Lumpur this week). But at home she has 
— never been on firm ground since her elec- 
tion last December. She has had to contend 
with a fractious coalition to secure her small 
parliamentary majority; with bitter regional 
divisions; a suspicious army; the manoeu- 
^ vres of the president, Mr Ghulam Ishaq 
— Khan; and the ferocious attacks of two rivals 
for her job, Mr Nawaz Sharif, head of the 
opposition Islamic Democratic Alliance 
(IDA) and chief minister of Punjab, and Mr 
Ghulam Mustapha Jatoi, a former bigwig in 
her ruling Pakistan People's party (PPP) who 
is now the parliamentary boss of the IDA. 
She has not contended well. 

The president has been her most dan- 
gerous antagonist. Mr Ishaq Khan was ex- 
emplary in his even-handedness at the time 
of her election, although he was thought to 
be no friend of hers. But two months ago 
Miss Bhutto decided to retire the chairman 
of the joint chiefs of staff, Admiral Iftikhar 
Ahmed Sirohey. The president counter- 
manded her order, and the admiral stayed 
on. Then, last month, Mr Ishaq Khan re- 
fused to endorse Miss Bhutto's nominees for 
Supreme Court vacancies, an action whose 
constitutionality the government is chal- 
lenging in court. For the past three months 
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667 THANK you, Ronnie and Mommy," said the posters in Tokyo's streets and 
subways. An affectionate Japan was welcoming the former American president, 

Mr Ronald Reagan, and his wife Nancy (he calls her Mommy) for a nine-day visit. The 

Japanese are grateful for Mr Reagan's unwavering support for the Japanese-American 

alliance and his strong words in favour of free trade during his eight years in the White 

House. They are feeling less befriended in Washington these days. 

The former first couple was flown to Japan in a specially equipped TWA jumbo jet 













chartered by Fujisankei Communications, part of Japan's biggest media group. A heli- 
copter then took them to the slopes of Mount Fuji for two days' rest in the group's 
expensively redecorated guesthouse. lt is said that the visit—which included lunch 
with the emperor and empress and a formal dinner given by Mr Toshiki Kaifu, Japan's 












prime minister 





will have earned Mr Reagan $2m in speaking fees (for two 20-minute 
talks) and an undisclosed sum for the Reagan presidential library. 

The Fujisankei people are delighted too. Their television channels and mass-cir- 
culation newspapers have given the visit saturation coverage, and they reckon the $7m 
the Reagans' stay cost them was worth every cent. Only the Japanese government 
missed out. It wanted Mr Reagan to hold a press conference and say warm things about 
Mr Kaifu. "No," said Mommy. “That’s enough." 








the president and the prime minister have 
not met privately; many in Pakistan see the 
no-confidence vote as a sign that the presi- 
dent has decided to go openly against her. 

The opposition coalition has been pre- 
paring the ground to attack Miss Bhutto for 
the past couple of months. It was at last en- 
abled to move by this week's collapse of the 
accord betweeen the Mohajir Qaumi Move- 
ment (MOM) and the ruling party. 

The MQM, which represents descen- 
dants of Indians who fled to Pakistan in 
1947, has only 14 members of parliament, 
but it was crucial to Miss Bhutto's slim ma- 
jority. It deserted her on the tabling of the 
no-confidence motion. The ruling party 
took another blow when five of the eight 
members from Pakistan's tribal areas also 
defected to the opposition. 

The opposition even claims defections 





from Miss Bhutto's own party. They come 
from her home province, Sind. Last month 
a group of ten Sindhi PPP members asked to 
be seated separately. They think Miss 
Bhutto has been lax about giving Sind the 
autonomy it wants. At least five of the ten 
may vote against her. 

Miss Bhutto has made no catastrophic 
blunders during her time in office. But then 
she has not accomplished much, and the mi- 
nor mistakes have piled up. Some think that 
the opposition, trying to isolate her, might 
offer the prime ministership to another 
member of the ruling party. The man really 
in charge, though, would be either Mr Jatoi 
or Mr Sharif. Or would so much instability 
make the army move back in? After the 
MOM deserted Miss Bhutto this week, the 
army went on alert in southern Sind. 
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The 86th South German State-Lottery runs from November 18th, 1989, to May 12th, 1990. 


Millionaire 


FORGET EVERYTHING YOU DID KNOW ABOUT LOTTERIES SO FAR. 


made in Germany 






You have a very 
* good chance to win! 
Nearly every 2nd ticket is 
a winner. All draws 
are held in public under 
government supervision. 
478.857 numbers win 
in the course of the 
lottery - guaranteed! 








Y P A 
2 You have the chan- 

*ce to win an enor- 
mous amount of money: 
The gigantic payment 
of 450 Million DM 
(Deutsche Marks) or 236 
Million US $. 














3. You have a long 
term,  multichance: 
The lottery runs over a 
period of 6 months. 
One draw every week 
on Saturday, that's 26 
chances on 


just one 


ticket. 









PU um You get the ful 
A * prize-money imme- 
diately, exempt from 






German taxes, in any 
currency, to any place 
you want in the world. 














You will get notifi- 

"cation and pay- 
ment absolutely confi- 
dentially. 


You have 26 chan- 

LJ " 
ces in total to be- 
come a millionaire or to 


one of 478.857 


win 
prizes. 





2 x 4 millions DM 

2 x 2 millions DM 
18 x 1 million DM 
478.835 x prizes up to 
500.000 DM. 


Secure your chance 
' to win now - mail 
your Coupon today. 





And now. What to do? 





@ Attach payment for the tickets you want using either cash by registered airmail 
postage, international postal order, cheque drawn by bank, travellers « heque or credit 


card. You can also pay for your ticket after receipt of the invoice 





Please write in German English 


Clear letter-printing please 





_ Mail to: G. Busch - Theresienstrasse 9 - D-8130 Stornberg ] 


Mr. Mrs 














First name MTR US E M ARS 
Surname ———— ee ee (PM MN 
Street d PR P REP VR P RR QR T E GR M M A 
P. O. B. ————————————————————— N O O IP UEM V V" 
City ha P P A MR RR E M M 
Country ——— —————————'——— GM —T— 
Chorge my O DINERS CLUB C AMERICAN EXPRESS O EUROCARD VISA 


| Handling charges for payment by credit card 6%. 


Name of Cord Holder 


sr ee MÓN RP RR RR O 





Acct. No. o E cee ens VER Y RR 











- 










@ We send you the tickets, further information and the offic ial draw schedule. After each 
month you receive the official winning lis! together with your tickets for the next month 
@ We guarantee fast, reliable and confidential service world-wide supported by the 


German Goverment 





Secure your chance to win now 


Win 100% with a 1/1 ticket, or 50% with a 1/2 ticket or 
25% with a 1/4 ticket. Don't forget: either way, nearly every 
2nd ticket wins guaranteed! Invest in your luck! 


Mail your coupon today! | 


Please fill in the number of tickets you want to order with 
this coupon 


bd 





(half ticket) DM 462,- (approx 








1/4 ticket 


255,- US l 
(quarter ticket) DM 246,- (approx. 135,- US Sor 84,- €)* 





* The quoted US $ or £ equivalents ore only o rough estimote. 
For exact exchange rotes pleose ask your bank. 


All prices are for all classes including air mail postage and 
winning list after each class. No additional charges! Valid 
only where legal! ECI 
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OUR INDIA CORRESPONDENT 
^ 





HE campaign has barely begun, but the 
- A pundits are already predicting that Mr 
Rajiv Gandhi's ruling Congress party will 
certainly lose its parliamentary majority in 
“next month's general election, and will be 
lucky if it squeaks through as the largest sin- 
“gle party. Maybe; but then maybe the ex- 
perts are too worried about scandals and po- 
litical chitchat in Delhi. If prosperity is 
- decisive in the voters’ minds—a big if, since 
_ itis has not noticeably been decisive in past 
~ elections—Congress could be in better 
shape than anyone realises. However much 
- er little credit Mr Gandhi can claim for it 
'- E liberalised che economy early in his term 
- but for the past three years has stood pat), 
India has prospered mightily during his five 
years in power. 
The good news is there in the figures; 
_ more pertinently for Mr Gandhi's fortunes, 
_ itis there in the widespread feeling that In- 
dia has somehow taken off. The statistics are 
impressive by any measure. India's seventh 
| five-year plan will end in March 1990 having 
achieved an average annual rate of GNP 
- growth of 5!4%—a quarter of a percentage 
Y Ee than the target set in 1984. 
$ ing suffered through three consecutive 
bad years in 1985-87. Then, in 1988, a good 
monsoon came and all the previous years’ 
— heavy investment in irrigation and rural 
—— electricity paid off: in a single year produc- 
.. tion of foodgrains shot up by more than a 
quarter, from 137m tonnes to 172.8m. The 
_ output of cash crops, which make up nearly 
— half of the value of agricultural output, went 
- up by 13%. The targets for 1989-90 were hit 
- a year ahead of time. 
E Industry has done even better. India's 
"economy was hardly touched by the rich 
countries’ deep recession in the early 1980s. 
The growth of industrial output throughout 
1 the 1980s has averaged 8% a year; in the 
| 
| 
| 
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Rajiv years it has accelerated to an average of 


E 
‘The power of the purse 


812%. That, however, matters far less than 
where the industrial growth has been taking 
place. Until Mr Gandhi took power, India 
had for 35 years poured resources into heavy 
industry to satisfy the central planners’ be- 
lief that they must “build the sinews of the 
economy”. Mr Gandhi allowed some of the 
flow to be diverted to consumer industries. 
Investment has gone into cars, motorcycles 
and television sets, into a better telephone 
system and a host of other consumer goods 
that were previously unavailable or had to 
be smuggled into the country. 

The results have been gratifying. Five 
years ago it was nearly impossible to make a 
telephone call from Delhi to Bombay. Today 
Indians can dial anywhere in the world, and 
even to small farming towns throughout the 
country (admittedly on often crackling 
lines). Three years ago 800,000 colour televi- 
sion sets were sold each year; today 2m. 

Sales of cars and motorcycles also have 
shot up. In New Delhi alone the Bureau of 
Motor Vehicles is registering 150,000 cars 
and two-wheelers a year. The Indian car in- 
dustry, which produced 60,000 obsolete cars 
a year in the early 1980s, is now producing 
more than 200,000 and has a waiting list of 
two to four years. The same thing is happen- 
ing with consumer electronics and home ap- 
pliances. Indians have woken up to the fact 
that they are no longer among the poorest of 
the poor: the country has a middle class of 
around 150m whose standard of living is 
much like that of northern Europeans in the 
1950s and early 1960s. 

The biggest change of the past five years 
is in people’s expectations. Before, they ex- 
pected stagnation; now they expect growth. 
Once, businessmen were thought of as sim- 
ple exploiters who made fat profits from 
shoddy products; now more and more Indi- 
ans are modern capitalists themselves. In 

1981-82 companies were able to raise only 











Will Rajiv have reason to smile? 


$550m in the new-share market. So far this _- 
year they have already raised $6 billion. 

One dark spot in the picture is that the 
income gap between rich and poor in the cit- 
ies has widened. Housing conditions in the 
towns have continued to deteriorate at an 
alarming rate. The slums in Bombay now 
sprout television aerials—but then there are 
more slums to sprout them. 

A second weakness is that the govern- 
ment has not kept prices under control. Last 
year's bumper harvest gave farmers a lot 
more spending power, and the government 
printing presses made sure they had it to 
spend, Up went the consumption of edible 
oils, sugar, cigarettes, tobacco and tea. The 
urban poor squawked, and Mr Gandhi or- 
dered immediate imports of sugar and rice 
to calm them down. 

So the opposition has some grievances 
to play on. Even so, the gainers from the lib- 
eral economic policies of Mr Gandhi's early 
years in power far outnumber the losers. 
The immediate question is how many votes 
this will win him. The bigger question for 
India is whether, if he does regain office, Mr 
Gandhi will also regain the courage of his 
liberalising convictions. 
bn ee EEE EE | 





"AMERICAN SURVEY 


In pursuit of power 


WASHINGTON, DC 


HE secretary of energy in the Bush cabi- 
net is doing something rather unusual 
for a politician. Admiral James: Watkins is 
going around the country, listening. Just lis- 
tening. In city after city he holds hearings to 
which experts and members of the public 
came to testify. After a year and a half of 
is, he will deliver to his boss an "energy 
“strategy”, something America has never had 
before. um 
A cabinet secretary with an open mind 
has the same effect on lobbyists as a fleshy 
postman on a pack of dogs. From all sides 
interested parties are marshalling their argu- 
ments to get.a piece of the strategy. It is a 
paradoxical time for the’ energy industry. 
Oil is cheap, gas is plentiful, electricity is in 
surplus. This is no time to cry “scarcity” and 
be believed. But try opening a new power 
station in California or persuading investors 
to let you drill an oil well in Texas. 

. The alarmists, who have been predict- 
ing a new energy crisis for years, have to 
make a subtler argument, starting from one 
of two correct premises. The first is that 
America is becoming increasingly depen- 
dent on imported oil which, as other re- 
serves empty, comes increasingly from four 
OPEC countries in the Gulf. Oil imports ex- 
ceeded domestic production this year for 
the first time since 1977. Last year oil com- 
panies pumped up twice as much oil from 
the ground as they found in new fields. 

The strategic petroleum reserve, a series 
of oil-filled salt caverns in Texas and Louisi- 
ana, is filling at the rate of 22m barrels a 
year, but shrinking when measured in the 
days of imports it could replace. An oil-price 
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increase, which could boost domestic oil ex- 
ploration, is not imminent. America is run- 
ning out of oil; the world is not. 

The other correct premise is that no- 
body is clear where the next generation's ex- 
tra electricity is coming from. The electricity 
industry is riding an elongated wave of 
boom and bust. Having predicted limitless 
growth in demand in the 1970s, it ordered 
too many new power stations. When de- 
mand flattened out in the 1980s, it cancelled 
them. Now demand is picking up again, but 
supply is not. 

According to the North American Elec- 
tric Reliability Council, utility companies 
have been underestimating demand for sev- 
eral years. In the hot summer of 1988, peak 
demand was nearly 696 above forecasts. 
Voltage was reduced in the north-east on 
several occasions. Yet, even if their present 
forecasts prove reliable, peak demand will 
regularly exceed capacity after 1996. The 
north-east will need new capacity by 1993. 
The east-central region will lose 9,000 mega- 
watts of existing capacity in the 1990s if the 
Clean Air Act is passed by Congress. 

The utility industry foresees the coming 
shortage of electricity, but cannot easily see 
what to do about it. In many parts of the 
United States, notably the north-east and 
California, environmental constraints have 
made it all but impossible to build a new 
power station. After the closure of New 
York's Shoreham, the bankrupting battle to 
open New Hampshire's Seabrook and the 
crippling costs and delays of California's 
Rancho Seco and Diablo Canyon, it is little 


wonder that no new nuclear plants have - 


- cans, has given notice that further sales 1 









































been ordered since the 1970s. Mr Watki 
says he cannot believe that America can 
manage the technology of nuclear pow 
Cost rules out oil-fired plants, and 
ronmental regulations, notably in Cali 
nia, all but rule out coal-fired ones. In 
gust the Environmental Protection Agen 
said that the 2,250-megawatt Navajo c 
fired generating station in Arizona was. 
cause of a recent gradual obscuring of t 
Grand Canyon's air. The plant may. 
forced to spend $1 billion to clean up i 
or lose California's business. At the sam 
time Los Angeles is seriously consider 
ways to force electric vehicles on to the roa 
to replace petrol-driven ones. That could 
crease California's power demands by 50% 
To make up the coming shortfall, 
fornia and New England will rely on impo 
from Canada and the north-west, especi 
of chéap natural gas and hydroel 
power. But sources of imports are shrinki 
Hydro-Quebec, under pressure from | 
nadians who do not see why their ri 
should be dammed to send power to Am 












cease by the end of the 1990s. BC Hydro 
British Columbia sees no hope of buik 
more dams. The north-west, whose spa: 
pacity once reached 2,800 megawatts, 
temporarily in deficit thanks to the thriv 
aluminium industry. Vigorous drives foi 
ergy conservation may postpone the loo: 
ing shortages, but only if aided by price 

Mr Watkins is aware of the comin 
squeeze, giving it as one of the reasons wh: 
strategy is needed. His deputy, Mr Hen. 
Moore, thinks the solution may lie wi 
ural gas. The Department of Energy tec 
the United States has a 35-year sup 
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natural gas at a price of $3 per million cubic 
feet. It burns cleanly, produces relatively lit- 
tle carbon dioxide and generates no ash. 
The last vestiges of price control, which 
have distorted the gas market for decades, 
have just been removed, which will make gas 
more competitive. 

Ten years ago, when the Energy Depart- 
ment was young, many people were predict- 
ing that alternative energy would be compet- 
itive by the 1990s. America now gets a little 
more than 5,000 megawatts (0.7%) from al- 
ternative sources and most of that comes 
from geothermal (hot springs), a relatively 
mature technology, and biomass—waste of 
various kinds. The reason for the failure of 
alternative energy lies partly © with 
physics—the capital costs of solar power 
have failed to fall—and partly with policy. 
Federal money for alternative energy re- 
search shrank from more than $600m a year 
to less than $200m during the Reagan years, 
when the Energy Department became no 
more than a maker of nuclear weapons and 
star-wars devices. Meanwhile, tax incentives 
for wind power blew away. 








More important, a law that had encour- 
aged entrepreneurs to explore alternative 
energy has lost its teeth. This was the Public 
Utility Regulatory Policies Act (PURPA), 
which forced utilities to buy power from in- 
dependent producers at the "avoided cost”: 
the cost the utility company would incur to 
generate the same amount of power. The 
California Energy company provides an ex- 
ample of how PURPA was supposed to work. 
Neither utilities nor oil companies had the 
expertise or interest to develop geothermal 
power. Mr Charles Condy, the founder of 
California Energy, put together a company 
of geothermal experts with the money that 
PURPA's guaranteed contracts could attract 
and bought the right to explore 400,000 
acres of land. 

California Energy is now a thriving 
$400m public company making fat profits. 
Its 240-megawatt geothermal power plant at 
Coso in California (soon to be almost tre- 
bled in capacity) generates electricity at a 
competitive six cents a kilowatt-hour; and 
its fuel, hot water tapped from beneath the 
ground and reinjected nearby, does not fluc- 


tuate in price. The federal government says 
40,000 megawatts of geothermal power lie 
beneath the western states waiting to be 
tapped, enough to supply double those 
states’ annual consumption. California's 
state energy commission agrees that geo- 
thermal power may prove the cheapest and 
most abundant in the state. But the entry 
barriers are high—Coso cost $615m before 
it yielded power—and the advantages are no 
longer in place. In 1985 California's govern- 
ment placed a moratorium on the issue of 
PURPA contracts of the kind used at Coso. 

More than half of America's alternative 
generating capacity is in California. But 
other states have similarly weakened the 
law's application, under pressure from utili- 
ties that disliked the idea of being forced to 
accept electricity from others at a time of 
surplus. The order book for new alternative- 
energy plants is drying up. The energ“ 
crunch of the 1990s—and the renewed im 
petus it may give to alternatives—will not be 
brought on by the scarcity or cost of fossil 
fuel but by its dirtiness and its local 
unpopularity. 


2 





| Governors' races 
- Making history 


OLOUR, it is said often but untruth- 
fully, is not an issue in a Virginian cam- 
paign where a white Republican and a black 
Democrat are fighting it out in a close con- 
test for governor. As it happens, race is the 
main issue. But it is not having the effect 
that one would expect in a state that is still 
thought of, inaccurately, as part of the Old 
South. So far it has worked almost entirely 
to the advantage of the black candidate, 

Lieut-Governor Douglas Wilder. 
Mr Wilder is on the brink of making his- 


Coleman's not a racist 
40 


tory, and there is nothing like the notion of 
a “first” to stir the spirit. If his slim lead over 
Mr Marshall Coleman holds until the elec- 
tion on November 7th, Mr Wilder will be- 
come the first black to be elected governor 
of a state (one black governor was appointed 
after the Civil War). Thus his campaign is 
being followed with a fervour usually re- 
served for presidential contests. 

What this has meant for Mr Wilder is 
incalculable. He has received huge amounts 
of free, usually favourable, publicity. This is 


But Wilder makes him seem one 


the lifeblood of any campaign: there can 
now be few Virginian voters who do not 
know that Mr Wilder is on the ballot and 
that the eyes of the nation are upon them. 
This advantage is made even greater by the 
effect it has had on Mr Wilder's opponent. 
Not the most exciting of politicians in the 
first place, Mr Coleman has had to struggle 
to avoid being simply a footnote to an his- 
toric event. 

Mr Coleman could yet come from be- 
hind (and he is not very far behind) to win, 
as he did in the Republican primary earlier 
this year. But his campaign has been handi- 
capped from the start; it has been at a loss to 
know how to fight Mr Wilder without being: 
accused of racism. It has been inept in its 
attacks, fearful that its criticism might be 
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misconstrued (though now, in the last days, 
it is resorting to negative advertising). 

Mr Coleman's task was made harder by 
the fact that Mr Wilder is not easily criti- 
cised in Virginia for the right-of-centre posi- 
tions he now espouses. Some of these views 
are relatively new to Mr Wilder, who was 
once considered among the most liberal 
members of the state legislature. He has 
swung to the right on several issues: for in- 
stance, he now favours the death penalty. 
He has also studiously avoided the endorse- 
ment of the Rev Jesse Jackson. 

Against this background, Mr Cole- 
man's own political views—which have flip- 
flopped over the years as much as Mr 
Wilder's and are now generally conserva- 
tive—are almost irrelevant. There is one ex- 
ception to this: like Republicans elsewhere 
in the country, Mr Coleman has found him- 


self diving for cover about his anti-abortion 
views, promising not to tinker with the 
state's liberal abortion laws. The abortion is- 
sue has been a net plus for the pro-choice 
Mr Wilder, helping him to steal votes di- 
rectly from a group that would normally be a 
part of Mr Coleman's key constituency: Re- 
publican-leaning suburban women. 

Virginia has changed dramatically over 
the past 20 years or so. It is now dominated 
politically by an essentially suburban popu- 
lation. These suburbanites might be ex- 
pected to support Mr Coleman. But Profes- 
sor Larry Sabato of the University of 
Virginia suggests that many of them may 
disappoint him. They may see a vote for Mr 
Wilder as a “badge of honour", proof both 
that they are not themselves racist and that 
their southern state is very different from 
what it once was. 





Jim will fix it 


Oe by the attention 
given to Virginia, the “other” gover- 
nors’ race, in New Jersey, is being fought 
fiercely, and much more dirtily. The two 
candidates, both of them congressmen 
called Jim but with nothing else in common, 
resorted to negative advertising early in the 
campaign, all the while blaming the other 
for starting it. The overriding memory for 
most voters will be that both candidates 
compared the other to a fibbing Pinocchio, 
nose and all. 

Mr Jim Florio is a liberal Democrat of 
the old school who favours a dirigiste ap- 
proach, Mr Jim Courter is a right-wing Re- 
publican on social matters, who argues for 
free-market solutions. The odds are heavily 
in Mr Florio's favour; he leads by about 17 
points. Since President Bush has rather 
rashly declared the contest to 
be a referendum on some eight 
years of Republican adminis- 
tration in Washington and 
Trenton, New Jersey's capital, 
the Democrats can be expected 
to make hay out of their likely 
triumph. 

New Jersey is a politically 
centrist state. Mr Ronald Rea- 
gan won twice here and Mr 
Bush once, but the candidates 
that excite the voters' passions 
are middle-ofthe-road people 
such as Mr Thomas Kean, the 
outgoing governor, who is per- 
haps the nearest thing left in 
America to a liberal Republi- 
can, and Senator Bill Bradley, a 
Democrat whose brand of cen- 
trist politics is now much in 
vogue. 


THE ECONOMIS 


Mr Courter is an affable fellow with a 
good economic record, but his social conser- 
vatism makes him look to many like a right- 
wing zealot. He has said unwise things about 
abortion and about barring homosexuals 
from teaching. Mr Courter, a strong pro- 
lifer, has been required, like Mr Coleman in 
Virginia, to promise over and over again 
that he would not impose his personal views 
on the women of his state. 

New Jersey voters seem to prefer Mr Flo- 
rio. He is well known in the state (he lost to 
Mr Kean in 1981) and, more important, he 
is much admired for his work in Washing- 
ton on environmental issues. He was the au- 
thor of the superfund toxic-waste law, and 
matters like this are of palpable concern to 
the people of New Jersey. 
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Central Intelligence Agency 


Meaning to kill 
people is wrong. 


My? is still being liberally spla 
around Washington in the wake 
the failed Panamanian coup. The one ser 
agreement that is beginning to emerge fro 
the recrimination and finger-pointing is th 
the executive order barring government er 
ployees or their agents from i 
people should be marginally relaxed—th 
favoured term is "clarified". Americans w 
still not be allowed to go around kno ckii 
off people that their government does n 
care for. But the wording, or the inte 
tion, of the order may be adjusted so 
Americans are no longer prohibited f 
nudging along a course of action that 
"unintentionally" result in the death of 
disliked leader. i 
If that sounds pretty hypocritical, it i 
is hard to believe that such consid 
were ever, on their own, decisive in 
mining American policy. The bombi 
President Moammar Qaddafi's compoun 
in 1986 might well have resulted in the Liby 
an's “unintentional” death (in the event h 
survived, though civilians, including a bab 
girl, were killed). The anti-assassination or 
der did not cramp America’s tactics there 
So why did it in Panama? 
The order was originally written by Pre 
ident Gerald Ford in 1976 in response te 
hairy tales, revealed at congressional h 
ings, of the CiA's efforts to rid the world o 
several foreign leaders, in particular Cuba’ 
President Fidel Castro. The current versior 
slightly hardened by President Jimmy Car 
and retained by President Ronald Re: 
reads: "No person employed by, or a 
on behalf of, the United States governmen 
shall engage, or conspire to engage, in ass: 
sination". This, it is argued, leaves a 
area, ambiguous about violence that 
lead to more or less accidental death. 
President George Bush and Mr W: 
Webster, the CiA's director, are both sta 
gering under the painful charge c 
wimpishness in their response to the 
manian coup. So, in self-defence, they 
somehow implied that they might have don 
better if they had not been hampered by tl 
anti-assassination rule. Nobody has qui 
said this outright, though the defence sect 
tary, Mr Dick Cheney, claims that the 
prevented American agents from comm 
cating with the plotters. Two senior CIA o 
cials have contradicted him, saying fi nly 
that their agents were not hampered by th 
restriction. But, in time-honoured ma 
the administration is trying to shift 
blame to Congress for "micromz 
foreign policy. 
The congressional intelli 
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tees are not unresponsive to the 
idea of making the grey areas of 
the assassination ruling a little 
- less grey. But Mr Bush has out- 
raged the Senate Intelligence 
| Committee by revealing (in a 
"meeting with Republican sena- 
! tors) selective bits of a year-old 
_ correspondence between the 
| Committee and the Reagan ad- 
. ministration about shelving any 
f notion of getting rid of President 
Manuel Noriega during the 
| presidential election. He made 
- much of a rather silly letter from 
ihe committee wondering 
! whether, on a strict reading of 
I the executive order, it was not America's 
duty to inform Mr Noriega in advance of 





any coup that might lead to his 
miran 
At the back of all this fuss and bother is 


a lingering nostalgia for the days when mem- 
_ bers of the Reagan administration, riding 
; hod over rules and regulations, 
thought they could run as active and inter- 
 ventionist a foreign policy as they wished. 
- The Iran-contra affair was the result and Mr 












Webster was brought in to clean 
up the dreadful mess. A federal 
judge who had run the FBI com- 
petently for nine years, Mr Web- 
ster is the antithesis of Mr Rea- 
gan's CIA chief, Bill Casey. 
Determined not to fall into the 
Casey trap of adjusting informa- 
tion to fit policies, Mr Webster 
provides the president with the 
facts but deliberately removes 
himself from all policy-making 
decisions—which is probably 
carrying his scruples unnecessar- 
ily far. 

Now, in these back-stabbing 
times, anonymous administra- 
tion voices are suggesting that Mr Webster’s 
information—about China, Afghanistan, 
Panama—has been inadequate, his knowl- 
edge of foreign policy minimal, his working 
habits a bit lax. Names of possible replace- 
ments are bandied about. Mr Bush has de- 
fended him, as he was bound to do, but this 
has not checked the gossip. The president, 
whose faults do not include disloyalty, might 
recollect that he too, in his time, was 
brought in to rescue the CIA from itself. 

— | 









à Judges 


Not so colour blind 


.— WASHINGTON, DC 


i 


- TN SOMBRE mood the Senate voted on 
2 A October 20th to remove Judge Alcee 
Hastings from the federal district bench, for 
_ taking part in a conspiracy to accept bribes. 
L Mr Hastings is the sixth judge to be im- 
r peached by the Senate. And, in the next 
— couple of weeks, senators will be voting on a 
"seventh, Judge Walter Nixon (no relation to 
- ex-President Richard Nixon). 
I Two things are striking about the Has- 
- tings case. One is that he was cleared of the 
—— same charge by a Florida jury in 1983. The 
~ second is that he was Florida's first black 
federal judge. A panel of his fellow-judges, 
- deciding that Mr Hastings had manufac- 
tured evidence at his 1983 trial, recom- 
mended in 1987 that Congress impeach 
him. Mr Hastings argued that this would 
constitute "double jeopardy’’—trying a per- 
son twice for the same crime. But this argu- 
ment was rejected in July by Judge Gerhard 
Gesell on the grounds that impeachment 
proceedings concern a person's fitness for 
federal office, not their guilt in a criminal 
case 
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Congressmen dislike impeachment pro- 
cedures, not least because they take so inor- 
dinately long. When Judge Harry Claiborne 
was impeached three years ago, his case took 
more floor time in the Senate than any of 
that year's bills. In dealing with Mr Has- 
tings, the panel of judges took three years; 


42 


the House of Representatives, which 
presents the indictment, took a year; and 
the Senate, which delivers the verdict, yet 
another year. So there have been several 
proposals for changing the process or at 
least hurrying it up. Senator Howell Heflin 
suggests that the job of impeachment should 





That's white justice, says Hastings 


be delegated to a special judicial court, an 
idea modelled on a scheme he introduced in 
Alabama when he was the state's chief jus- 
tice. Senator Wyche Fowler would give the 
job to the Supreme Court, reserving only 
the impeachment of Supreme Court justices 
for the Senate. 

But it is Mr Hastings's colour that will 
make the Senate vote reverberate. His sup- 
porters were quick to detect, and loudly to 
proclaim, racism at work, a charge that will 
appeal to those blacks who do not look for 
justice from a white-dominated judiciary. 
Mr Hastings has declared his intention to 
run for governor of Florida. 

Blacks are poorly represented on the 
federal judicial benches, with just 44 out of a 
total of 752 judges (696, compared with their 
1396 share in the population). The fact that 
the number is as high as it is owes a lot to 
President Carter, who nominated 37 black 
judges. President Reagan, who served twio 
as long, nominated just four. Conservatives ' 
defend this dismal record by arguing that 
there were not enough qualified blacks avail- 
able. Liberals retort that it was not that 
black lawyers were unqualified but that few 
of them shared the dogmatic right-wing 
views that Mr Reagan expected of his judi- 
cial appointees. 

Now President Bush is about to nomi- 
nate a well-known black, Mr Clarence 
Thomas, to the District of Columbia's cir- 
cuit court—the most important court below 
the Supreme Court itself. Mr Thomas is cur- 
rently chairman of the Equal Employment 
Opportunity Commission. And though 
there is little doubt about his legal ability, 
his nomination is already stirring 
controversy. 

As the EEOC's chairman, Mr Thomas's 
pro-business line and hostility to the idea of 
quotas has been much criticised by pressure 
groups representing women, minorities and. 
the elderly. A recent analysis of his written 
views, published in the Legal Times, 
documented his doubts about the logic of 
past decisions on desegregation and his 
scepticism on whether there was such a 
thing as a "black" point of view. 

The Senate Judiciary Committee, which 
has already rejected one of Mr Bush’s nomi- 
nees to the Justice Department, will 
scrutinise Mr Thomas closely. And this is 
not just because he is on his way to the fed- 
eral bench. At the back of senators’ minds is 
the knowledge that Justice Thurgood Mar- 
shall, the only black judge on the Supreme 
Court, is neither young (he is 81) nor in ro- 
bust health. Should he leave the court, Mr 
Bush will be under pressure to find a black 
replacement. Mr Thomas, who reckons that 
it was a disgrace that Judge Robert Bork did 
not become Justice Bork in 1987, could 
emerge as favoured candidate. And, since he 
is only 41, he would, if appointed, stay on 
the court for years to come. 
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ItOurHotel Make Business 
Travel Feel Like AVacation, 


e What Our Resorts 
e AVacation Feel Like. 


At Four Seasons were aware that and unsurpassed service are the you've become accustomed to receiv: 
when youre away on business your | comerstones of our hotels, but theyre ingat our hotels. 
o can be even more pressure- also the foundation of our resorts. But that shouldn't be surprising, 
packed than those spent at the office. And that just the beginning. Afterall, if both our hotels and resorts 

Which is why we want to make Each and every one of our share the name Four Seasons, then 
your stay so pleasurable, youll look ^ resort locations have been carefully they obviously share something else: 
forward to your next business trip. selected for their environmental Unparalleled service. 

Superb restaurants, Dix beauty and peaceful serenity 4 
pressing, complimentary shoe shine, Yetall Four Seasons Resortsoffer 





twice daily maid service and 24-hour a wide variety of recreational activities iY 
room service can bring calm to the for you to enjoy at your leisure. 


most turbulent day Needless to say, at our resorts Four Seasons 


Of course, attention to detail you'll be pampered by all the attention THE GRANDHOTELSAND RESORTSOFOUR TIME 


Room service wherethe blue Pacific meet: the Sa fountains—T he Foungéasons Bilthare, Santa Barba.) 
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UNITED STATES: Austin, Boston, Chicago, Chicago (The Ritz-Carlton), Houston (Center). Houston (Inn on the Park), Los Angeles, New York (The Pierre), Newport Beach California 
Philadelphia, San Francisco, Seattle, Washington D.C. CANADA: Montreal (Le Quatre Saisons), Ottawa, Toronto, Toronto ( Inn on the Park), Vancouver. UNITED KINGDOM 
London ( Inn on tbe Park) JAPAN: Tokyo (1991). RESORTS: Caribbean (Nevis, W.1., 1990) Dallas ( Las Colinas), Maui (Wailea, 1989), Santa Barbara (Tbe Biltmore ), Canada 
(Minaki Lodge), For reservations in the U.S. call (800) 332-3442; in Canada call (800) 268-6282 or call your travel agent 


Volatile commodity prices increase the 
risks associated with the business decisions of 
both producers and users of commodities 
That's why Chase has developed an 
entirely new array of commodity-indexed swaps 
and financings to enable you to set a level of 


The Chase Manhattan Corporation 





commodity price exposure that's appropriate 

to your business needs and risk appetite across 
a range of commodities including oil products 
such as jet, naptha, fuel and crude oil as well 
as metals such as copper, aluminium and 


zinc 





Chase can help you take the ups 
and downs out of commodity prices. 





Chase's introduction of commodity- solution, Chase's global network and professional 
indexed swaps and financings is just one more expertise stand ready to address the issues and 
way in which Chase is helping Asia's leading to provide an effective solution 
corporations to manage their strategic For further information on Chase commodity 
risks swaps call Simon Mansfield in Hong Kong on 

When it comes to obtaining a better financial (5) 843 1288 
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The pure taste of 
The Glenlivet" 12-year old 
original single malt whisky 
is simply too good to tamper 


with. So most people don't. 





only in Josie's Well, to the 

twelve long Scottish winters 

mellowing in oak casks. 
When you pour a 


glass of The Glenlivet, 


Why most people don’t mix anything 
with the original single malt whisky. 


It would be like adding a new wing to the 
Taj Mahal or changing the background on the 
Mona Lisa. 

It's no wonder why, when you consider 
all the time and care that have gone into making 
The Glenlivet single malt whisky. 

From the selection of the finest quality, 
fully ripe barley, to the slow drying of the malt 
over the smokey, aromatic heat 


of burning peat. 


water with character found 


The 4 
From the pure highland GLENLIVET |. 


Scotland's first malt whisky. 


~The Glenlivet and Glenlivet” are registered trademarks in the UK and other countries. 


you're pouring what, for over 200 hundred years, 
has been “The Father of All Scotch". Pure malt 
whisky. Single minded and true. And people 
who know, keep it that way. They don't mix it 


with anything. Not soda. 







Not water. Not even ice. 
To understand whv, neither 


should vou. 





Earthquake 
The cost of 
cleaning up 


SAN FRANCISCO 


LL but about 70 Californians survived 
. the bay area earthquake. Now the sur- 
vivors face the consequences—which range 
from ruin and homelessness to the inconve- 
-niénce of disrupted traffic. 
-. The traffic was dealt with briskly. Nearly 
all the people who work in San Francisco 
managed, within a week of the disaster, to 


“commute to their work by unaccustomed 


routes, using car pools, the underground 
railway system or ferries across the bay. Two 
large ocean-going ferries have been brought 
in to help, but these were little used in the 


»__ fierce rain storms that followed the quake. 


- 
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Many employers spread the rush-hour by 
expanding the working day to stretch from 6 
am to 8 pm, a habit that might become 
permanent. 

Under the surface briskness, there is 
pervasive tension. Much irritation is di- 
rected at the media. The television net- 
works, by concentrating for hours on the 
fires in the Marina district, conveyed the im- 
pression that the whole city was ablaze. 
They then shifted to the collapsed Cypress 
Freeway in Oakland, but ignored the less 
photogenic but more common problems 
that San Franciscans faced, from tumbled li- 
brary books to condemned churches (see 
box). People returning to their flats or office 
buildings were faced with red, yellow and 
green tags on their front doors. Red meant 
"no entry", yellow "limited entry"; only 
green was safe. 

Some of the politicians who came to 
gawk made themselves unpopular. Vice- 
President Dan Quayle earned the wrath of 
San Francisco's mayor, Mr Art Agnos, for 
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MOVING WITH 
UNPRECEDENTED SPEED 
THE GOVERNMENT ACTED 
WITH COMPASSION AND 
AGREED ONA 
GENEROUS 
RELIEF AID 
PACKAGE. 
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getting in the way and not doing enough to 
help. Mr  Agnoss own reputation 
blossomed as he popped up everywhere in 
his shirt-sleeves, praising the spirit of city 
residents: "The people of San Francisco 
have shown that their power is permanently 
on". The crime rate in the region dropped 
dramatically, though people are now being 
warned against a new type of con-man 
promising to rebuild their houses. 

The Loma-Prieta earthquake was the 
most expensive natural disaster in American 


history. The damage to property, 
will amount to between $6.5 billion : 
billion. Since few peoplewere in 
have been ruined and of the cos 
come from the public p ‘Gov 
George Deukmejian met the state's | 
tors and planned to call for a special s 
in two weeks so that some kind of ta 
crease could be passed. 

The rigorous curbs:on new t 
new spending that the state has imp 
itself in the wake of 1978's Proposi 





SAN FRANCISCO 


HREE churches, more than a cen- 
tury old, that were not far from the 
earthquake's epicentre have been dam- 
aged, probably beyond repair. In San 
Francisco itself, St Dominic's, a lovely 


Gothic church, was in the middle of a 
fund-raising drive for earthquake- 
strengthening, and has been badly 
shaken. The 108-foot steeple of the Oak- 
land Roman Catholic cathedral is 
cracked. In an ecumenical spirit, the First 
Baptist Church, a block away but un- 
touched, invited Catholics to early Mass. 

The opera season, however, goes on. 
After a week in exile in a Masonic tem- 





now present impossible obstack 
have to be removed. The Gann ini: 
passed in 1979, froze state and local 
ing. It allows special taxes for an emer 
but decrees that they have to be balanc 
comparable cuts in state spending 
quent years: The legislature, wor 
whether to impose a petrol tax oras 
to pay for the earthquake (but an 
tiative rules that 4096 of any sales- 
crease should go to the schools), ex 
that the Gann initiative—and othe 
prohibitions—will soon be relaxed 

The federal government, less k 
its fiscal discipline, can simply name its: 
and borrow the money. This will not aff 
the Gramm-Rudman law since its dea 
has passed and it refers only to proje 
deficits, not to actual ones. Partisan pol 
was not absent. Senator Patrick 
argued that this was a golden oppi reu 
























ple, the cast returned to their lavish op- 
era house to play "Othello" beneath a 
huge net strung to catch any plaster that 
might come crumbling down from the 
ornate ceiling. 

One consequence of the earthquake 
is to doom to certain defeat Mayor 
Agnos's proposal for a new downtown 
baseball park. The aging Candlestick 
Park survived the earthquake so sturdily 
it would be churlish, as well as unduly ex- 
pensive, to desert it now. Indeed, the 
third game of the World Series, stopped 
minutes before it began, was to restart in 
Candlestick Park 










stop reading the president" 








WERICAN SURVEY 
l taxes, but he went unheeded. Represen- 
ative Vic Fazio pointed out that Mr Bush 
asked for a 596 cut in the budget for 
quake research. 
ederal aid is rattling through, attached 
‘a stop-gap measure to keep the govern- 
ent going. Californian congressmen asked 
or $3.8 billion; the Bush administration 
uggested $2.5 billion; the House of Repre- 
sentatives voted for $2.85 billion. The Sen- 
e raised the bidding to $3.45 billion, the 
suse agreed to this figure and Mr Bush 
med it into law. 
Mr Deukmejian wrote to President 
jush asking for a number of changes in the 
to ease California's pain. He wants 
rompt tax relief and delayed mortgage re- 
sayment for people who have suffered big 
osses. The governor was waiting to see how 
uch the federal government would pro- 
before assessing his own state's respon- 
, and what it could do about it. 















Day of judgment 


FT HAVE sinned”, said Mr James 
Bakker, as he stood before stern 
Judge Robert Potter convicted of de- 
frauding his television flock of mil- 
. lions of dollars. The judge, known as 
| "Maximum Bob", sentenced him to 
-. 45 years in prison (he will be eligible 
. for parole after ten years) and fined 
| him $500,000. As the former 
l televangelist was led away to jail, 












pending his appeal, the faithful, many 
of them defrauded, cried “We love 
you Jim”. 
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The flag 


Hot air 


WASHINGTON, DC 


ROM October 28th flag-burning will NS 


again be illegal—for a while. Thus ends 
the first act of the year’s silliest political epi- 
sode, which has wasted much of the hot air 
that ought to have gone into pretend- 
ing to reduce the deficit or to fight the 
war on drugs. And, at the end of the 
act, to the surprise of all, the president 
is not the hero. 

The plot was simple. Evil Supreme 
Court judges struck down a law that out- 
lawed the burning of flags on the grounds 
that it prohibited a form of free speech. Few 
took much notice. Cunning lago, played by 
Mr Lee Atwater, chairman of the Republi- 
can party, had lunch with Mr George Bush, 
playing himself, and persuaded him to make 
an issue of the matter by calling for a con- 
stitutional amendment to ban the burning 
of the flag 

At first, all went well and congressmen 
fell over each other to denounce the des- 
ecration of flags. But soon they detected that 
their constituents, while opposed to flag- 





Tobacco 







burning, had seri- 
ous misgivings 
about watering 
down the Bill of 
Rights to stop it. 
The Democrats 
quickly wrote an 
Es ordinary law to ban flag- 
X burning, passed it through the 

HEY Congress and sent it to the 
president. 

This put him in an awkward 
position, which was the intention. 
If he signed it, there was no need 
for an amendment. If he vetoed it, 


he could be accused, in much the same way 


that he accused his rival in last year's presi- 
dential campaign, of being unpatriotic. So 
he has let it become law without his 
signature. 

Meanwhile, the law gave enough sena- 
tors the courage to vote against an amend- 
ment, which failed to reach the two-thirds 
majority needed to become law. The Demo- 
crats are now sure they have outmanoeu- 
vred the president. 

Act Two will resume as soon as the Su- 
preme Court strikes down the new law, 
which should not be long. Anarchists are 
reaching for their matchboxes. 
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The tyranny of the majority 


WASHINGTON, DC 


MOKING is almost as rare among mid- 

dle-class, educated Americans as beards 
among women. Middle-class, educated 
Americans dominate two small sub-groups 
of the population: congressmen and airline 
passengers. Self-interest therefore dictated 
the recent outcome of a House-Senate vote: 
from the beginning of next year smoking 
will be banned on all domestic flights except 
to Alaska and Hawaii (which last more than 
six hours). 

It took a scrap of political courage for 
Congress to defy the tobacco lobby, which 
had issued dire warnings about the damage 
that would be done to poor Kentucky farm- 
ers, and had spread its money liberally 
around the Congress. But, two years ago, 
when Congress banned smoking on domes- 
tic flights shorter than two hours, the 
lobby's dire predictions did not come true. 
There were no pitched battles in the aisles 
between flight attendants and smokers. 
Fewer than 100 people were caught dis- 
abling smoke detectors in aircraft lavatories. 

The smokers had hoped that a study of 
smoking on aeroplanes, being done by the 
Department of Transport, might clear them. 
The Tobacco Institute says that much of the 
discomfort people suffer on aeroplanes is 
the result of other contaminants and the ex- 





tremely low humidity (1096 compared with 
the normal 4096) of aeroplane air. In the 
event, the report will come out shortly after 
the ban takes effect. 

The anti-smoking lobby employed argu- 
ments almost as absurd as those of its oppo- - 
nents, arguing that smoking causes death to 
other passengers. While it is plausible that 
inhaled smoke from other people's ciga- 
rettes can be hurtful, the risk of death is 
mighty small even compared with, say, an 
aeroplane crash. Senator Frank Lautenberg, 
who introduced the ban that will now be- 
come law, was much influenced by a study 
that showed that three days after a flight on 
which some people smoked, nine out of ten 
non-smokers still had traces of nicotine in 
their lungs. But where had they been during 
those three days? 

Nobody is really being honest. The to- 
bacco industry will suffer not one jot when 
smoking on aeroplanes is banned. The anti- 
smoking lobby finds death-rate statistics 
more effective propaganda than the real rea- 
son non-smokers dislike smoke: it is un- 
pleasant. Since the average chain-smoker 
turns into a ball of adrenalin-soaked jelly af- 
ter six hours without a drag, expect to see a 
lot of smokers on trains in future. 
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EMEMBER t 
strong: In the 
ber, Israeli soldiers shot dead 20 Palestinian 
civilians, something of a record, The diplo- 
macy goes on, too. After President Hosni 
Mubarak’s ten-point plan, which Israel re- 
acted, has come Mr James Baker’s five-point 
lan, which Israel may or may not accept. 
^ On the face of things there is activity 
aplenty. But the truth is different. Like fine 
desert sand, hopes of peace in the Middle 
East are slipping away. Here, in descending 
order of importance, are five reasons why. 
€ Likud intransigence. Six months ago 
Mr Yitzhak Shamir offered to hold an elec- 
tion in the occupied West Bank and Gaza. 
This might for the first time have produced 
a set of Palestinian negotiators acceptable 
both to the Palestine Liberation Organisa- 
tion and to Israel. There was a snag, The PLO 
is so popular in the occupied territories that 
no election can happen without its ap- 
proval. But Israel will not do business with 
an organisation-it deems a band of terror- 
ists. So, to exploit the opening, the PLO 
would have had to give its approval while 
Mr Shamir pretended not to notice. 
~The Americans spent months trying to 
pull off this trick. With Egypt's help, they 
almost succeeded. The Egyptians invented a 
ten-point formula that might have won PLO 
support for the election while keeping the 
organisation's involvement invisible to Is- 
raelis who chose not to see. Israel's Labour 
party eagerly accepted, but Mr Shamir re- 
fused to go along with the fiction. Having 
suffered a mutiny on the right of his own 
Likud party, he declined to turn the neces- 
sary blind eye to the inclusion, in proposed 
pre-election talks, of Palestinians who had 
taken on jobs inside the PLO after being de- 
« ported from the occupied territories. 
Curious, and depressing, is the mutiny 
that did not happen. It is often assumed that 
à substantial part of the Likud does not 
really support the official policy of retaining 
the occupied territories for ever. The elec- 
tion plan, and the promise of “autonomy” 






: -= forthe occupied territories, gave these doves 


an-opening. Yet while Likud hawks like Mr 
- Ariel Sharon swooped angrily into the at- 
tack against Mr Shamir's election plan, the 
party's supposed peaceniks, such as Mr Dan 
Meridor (the justice minister) and Mr Ehud 
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Olmert (the minister for Arab affairs), 
stayed silently in their dovecots. The 
Likud's line has grown harder, not softer, 
since the start of the intifada. 

€ Palestinian procrastination. Mr Yasser 
Arafat, president of the unborn state of Pal- 
estine, could have bamboozled the Israelis 
by accepting their election plan immediately 
last May. He must have known that in any 
election West Bankers and Gazans would 
vote overwhelmingly for candidates loyal to 
the PLO, even if Israel did not let those can- 
didates declare their loyalty publicly. But in- 
stead of calling Mr Shamir’s bluff, he wasted 
precious months arguing first for the direct 
participation of the PLO and then for the in- 
clusion, in any pre-election negotiation, of 
PLO people from outside the territories. He 
also wants Israel to promise now that it will 
one day withdraw from the territories, al- 
though it is obvious that Mr Shamir will 
promise no such thing. 

After decades of ostracism, it is under- 
standable that Mr Arafat hates the idea of 
being excluded. He is understandably keen 
to establish that the Palestinian problem is a 
matter not only for the 1.7m Palestinians in 
the West Bank and Gaza, but also for the 2m 
or so who live outside the territories. Under- 
standable, too, is his worry that Mr Shamir's 
election plan would foster a strong Palestin- 
ian leadership on the West Bank and so re- 
duce the influence he can exert from Tunis. 
But the result of all these understandable 
fears has been to miss an opportunity to 
force Israel to talk directly to Palestinians 
about the future of the occupied lands. 
€ American timidity. Six months ago Is- 
raelis were still scared by the departure of 
their old friend, Mr Ronald Reagan. Fear of 
pressure from Mr George Bush was one rea- 
son Mr Shamir offered his election plan in 
the first place. Lately, Israeli rejectionists 
have grown in confidence. Mr James Baker, 
the American secretary of state, has not vis- 
ited the Middle East. He did call, in a speech 
in May, for Israel to give up “the unrealistic 
vision of a Greater Israel", but promptly got 
a letter from 95 (out of 100) senators telling 
him to support Israel’s election plan. Lots of 
senators think the administration is already 
too kind to the PLO: 65 said recently that Mr 
Arafat should not be given a visa to address 
the United Nations in New York, even 
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though he has renounced terrorism. 

In the light of these hints from 
gress, Mr Baker is reluctant to put too m 
obvious pressure on Israel, a prudent po 
cal reaction which the backroom boys in t 
State Department have dressed up as à 
theory of Levantine diplomacy. Ame 
they reasonably explain, cannot de 
peace until Israelis and Arabs are tea 
make the necessary compromises. Th 
right—except that Israelis’ readiness 


wants Israel to talk about the-electio 
group of Palestinians chosen by Egyp 
Shamir does not seem afraid to say no. 
€ Labour's collapse. Israel's general « 
tion last November produced a draw. 
bour could have gone into opposition, for 
ing Mr Shamir to form an unpopul 
coalition with the religious parties and : 
the intifada alone. Instead.it clung to offi 
by staying in a coalition the Likud has coi 
to dominate. Now Labour knows it wo 
get a pounding in a new election. It d 
not advocate direct talks with the PLO, 
the PLO revert to its old, murderous ways. 
ability to push Mr Shamir down the pat 
territorial compromise, never strong, 
growing weaker by the day. Labour's e 
is being sapped by a battle for succe 
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nd a shortage of would-be successors with 
lectoral appeal. 

The routinised uprising. At the begin- 
ing, in December 1987, the Palestinian up- 
‘ising seemed likely to pull everybody's eyes 
to the Middle East and thus push Israel out 
f the occupied territories. Now that it is ap- 
yoaching its second anniversary, the 
atifada is being forced off front pages by 
he revolution in Eastern Europe. Palestin- 
ans can attract attention only by escalating 
heir fight and dying in ever larger numbers. 
But if they escalate by using guns in place of 
stones they risk suffering a demoralising mil- 
itary defeat, or losing the sympathy of out- 
siders, or both. The uprising continues: 
vearly 700 Palestinians have died so far. But 
ts power to dislodge Israel in the West Bank 
nd Gaza is trickling away. 
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„et anon 
t's easier from 
he outside 


PICHE point to note about the Lebanese 
AK peace talks that have been taking place 
n Saudi Arabia these past weeks is that they 
not been taking place in Lebanon. In- 
ulated for a time from the deadly intricacies 
of Beirut, the deputies of the Lebanese par- 
iament took just over three weeks to agree, 
in the pleasant Saudi mountain resort of 
Taif, that the time had come to give Leba- 
mon's Muslim majority a fairer share of 
power. On October 24th they moved on to 
Jeddah and endorsed a new national charter 
that will reduce the power of the (tradition- 
ally Christian) presidency, strengthen the 
(traditionally Muslim) prime ministership 
ind end the Christians’ built-in majority in 
parliament. 
The Arab League is rightly proud of 
steel ing the negotiations to an agreement. 
But, so far, it is an agreement on paper to 
reform a government that no longer exists 
















50 


oid) k 





except on paper. It will not come formally 
into effect until the deputies reconvene in 
Lebanon and ratify it. And even then it will 
mean nothing if it is not supported by the 
people of Lebanon and implemented by the 
miscellany of armies and private militias that 
claim to represent and defend the people. 

On this test, the first response in Beirut 
was unpromising. Mr Walid Jumblatt, the 
Druze leader, grumbled that Syria was de- 
serting its Muslim allies in Lebanon; but Mr 
Jumblatt tends to do what Syria says, and 
Syria is delighted by the new charter. A big- 
ger threat to the agreement is the bitter hos- 
tility of General Michel Aoun, commander 
of the Lebanese army and of the Christian 
enclave north and east of Beirut, and the 
man who has considered himself the interim 
president of Lebanon since the departure of 
President Amin Gemayel a year ago. 

The general has flatly rejected the ac- 
cord and threatened to resign if other Chris- 
tians insist on accepting it. Some Christians 
may well insist—General Aoun's rivals in 
the Christian Lebanese Front see "positive 
elements" in the charter—but tens of thou- 
sands of others have thronged his headquar- 
ters to show their loyalty. If he wants to, the 
general can easily block a proposed meeting 
of the parliament in Lebanon on November 
Tth. Some of the Christian deputies who 
put their name to the agreement in Jeddah 
admit that they are afraid to return home. 

General Aoun says the charter will con- 
solidate the 14-year-old Syrian occupation 
which his army has spent the past six 
months trying to bring to an end. The agree- 
ment calls for the withdrawal of Israeli 
troops from their narrow strip of south Leb- 
anon, but speaks loftily of a special “frater- 
nal" relationship between Lebanon and 
Syria. Under the charter the Syrian army is 
to help a new Lebanese government reim- 
pose control over the whole country, but is 
not required to go home. Syria's only obliga- 
tion is to agree, two years after the new gov- 
ernment is in place, to regroup its forces in 
and around Lebanon's Bekaa valley. 

Once that is done, the Syrians could 
stay on forever. “It is imperative”, says the 
charter, "that Lebanon . . . must not serve 
as a passage or base for any force or state or 
organisation whose objective is to under- 
mine the security of Lebanon or Syria." 
Since the Bekaa is a handy way for an Israeli 
army to march on Damascus without bat- 
tling its way over the heavily fortified Golan 
Heights, Syria is liable to argue that it simply 
must keep its men in blocking positions on 
Lebanese territory. Israel says it simply must 
have a "security zone" in southern Lebanon 
to defend its northern border against terror- 
ists. Just possibly, the agreement in Jeddah 
will ease relations between Christian and 
Muslim in Lebanon. lt is not going to turn 
Lebanon into a normal country with sover- 
eign control of its own affairs. 





The Falklands 


Ending the affair 


FROM OUR MADRID CORRESPONDENT 


AE three days of talks in Madrid last 
week, Argentina looks set to resume 
full diplomatic relations with Britain early 
next year without getting the British to take 
down the keep-out signs around the Falk- 
land islands. In 1982, when the two coun- 
tries went to war, Britain declared a 150-mile 
military "exclusion" zone around the is- 
lands, renamed a "protection" zone when 
fighting stopped. Five years later it imposed 
a fisheries "conservation" zone, identical 
except for a segment missing in the south- 
west. Both no-go (except with permission) 
areas are regarded as an affront by the 
Argentines. I 

Before the Madrid talks Argentina o 
fered two possible concessions in return for 
their abolition. In August President Carlos 
Menem promised a formal end to Argenti- 
na's "state of belligerence”, apparently un- 
aware that Britain was content with a form 
of words agreed on in New York a week ear- 
lier between its United Nations ambassador, 
Sir Crispin Tickell, and Argentina's special 
representative, Mr Lucio Garcia del Solar. 
This "noted" that hostilities had ceased and 
confirmed the commitment of both sides to 
settle disputes peacefully without the threat 
or use of force. The formula was included 
without amendment in the joint statement 
issued last week in Madrid. 

Argentina's foreign minister, Mr Do- 
mingo Cavallo, then adopted a different ap- 
proach, pledging an end to restrictions on 
British companies operating in Argentina. 
But, on the eve of the Madrid talks, Sir 
Crispin told Mr Garcia del Solar that Brit- 
ain had no intention of doing away with thé 
zones. Rather, it saw the lifting of economic 
restrictions, and a resumption of direct air 
and sea links, as essential if Britain were to 
unblock an Argentine co-operation agree- 
ment with the European Community and 
exchange consuls as the first step towards 
normal diplomatic relations. The Commu- 
nity, said Sir Crispin, could scarcely endorse 
closer links with a country that was actively 
discriminating against one of its members. 

In the end Sir Crispin got his way, al- 
though the Argentines managed to secure a 
couple of sweeteners: a shrinking of the pro- 
tection zone, so that it will soon coincide 
with the fisheries zone, and the right of Ar- 
gentine merchant vessels to enter the area 
freely. By the end of the talks, Argentina ap- 
peared to have played all its cards. All that 
stands in the way of an exchange of ambas- 
sadors is Britain's reluctance to be hurried. 
With luck, full diplomatic relations should 
be agreed on when the two delegations re- 
turn to Madrid in February. 
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The different national financial markets 
have now become part of a global economic 
region. The trend towards worldwide diversi- 
fication of investments poses new challenges 
and demands teamwork with strong bank- 
ing partners. 


Many of our customers 
: are international banks - just like us. 


Close relations with domestic and foreign 
credit institutions and central banks have 
traditionally played an important role at 
BHF-BANK. In securities and foreign ex- 
change trading as well as in portfolio man- 
agement and custody accounts, our foreign 
partners bank on our strength. 

As the Deutsche Mark has gained in stat- 

, ure as an international investment and 
reserve currency, Frankfurt has increasingly 
become an important European financial 
centre and the German capital market more 
appealing than ever before. With its long 
established position, more and more banks 
put their trust in BHF-BANK when consider- 
ing commitments here. 

Global perspectives are only part of what 
it takes to make a bank a partner for other 
banks throughout the world. Equally impor- 
tant is the ability to understand each individ- 
ual problem and to create the customized 
solution — the style of a merchant bank, 
which BHF-BANK has cultivated for more 
than 100 years. 





BHF-BANK 


Merchant Bankers 
by Tradition 


- 





Head office: Bockenheimer Landstrasse 10, D-6000 Frankfurt L Tel. (069) 718.0, Fax (069) 718-2296, Telex 411026 (general) 
Branches and subsidiaries in Amsterdam, St. Helier/Jersey, London Luxembourg, New York, Singapore, Tokyo and Zurich 
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Ein Anruf, 225 Leading Hotels 


(One Call, 225 Leading Hotels) 


For your personal copy of our Directory of 225 luxury 
hotels worldwide in your choice of English, French, German, Spanish, 
Italian or Japanese, and for reservations contact your travel consultant or telephone: 


U.S.A./Canada (800) 223-6800 West Germany 01-30-21-10 Madrid (91) 401-2412 Tokyo (03) 797-3631/4 
New York City (212) 838-3110 Frankfurt (069) 299-8770 Barcelona (93) 301-0184 Sydney 233-8422 

Mexico City (5) 584-9866 Italy 1678-22005 Singapore (65) 737-9955 Sao Paulo (11) 251-5021 
Great Britain 0-800-181-123 Milan (02) 669-86131 Hong Kong (5) 483-928 Buenos Aires (1) 322-3563 




























Do you travel on business? 


:SS TRAVELLER'S GUIDES 


While culture shock can be a colourful experience for the casual 
visitor, it can prove a disaster when trying to establish good 
business relations. 

The Economist Business Traveller's Guides is the only 
series of guides to cover every aspect of doing business 
internationally, with cogent briefs on: 

e Business practice and etiquette € Law, tax and employment 


* Political and economic © Importing, exporting and 
circumstances distribution 

* Major industries and e The financial and business 
professions worlds 


Together with comprehensive guides to major business 
cities, including: hotels and restaurants, transport, and local 
business services and resources. 


Price per title including postage: UK £13.95; Rest of World 
£17.50. Payment can be made by cheque, credit card or by 
pro-forma invoice. 


Please send orders with payment to: 

The Marston Book Services 

P O Box 87, Osney Mead 

OXFORD OX2 0DT 

Facsimile: (0865) 791927 Telex: 837515 

PUBLICATIONS For credit card orders and enquiries please contact: 
Mrs Pat Crook on Oxford (0865) 791155 

Personal callers may purchase books from The Economist Publications Bookshop, 23A St James's Street, London SWI. 
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South Africa 
Mrs T against 
the team 


KUALA LUMPUR AND JOHANNESBURG 


66 TN ESPICABLE” is how Mr Robert 

Mugabe, the president of Zimba- 
bwe, described Mrs Margaret Thatcher's be- 
haviour over South Africa at the Common- 
wealth conference in Kuala Lumpur, which 
ended on October 24th. She was predict- 
ably unrepentant. “If it’s one versus 48, 
then I'm sorry for the 48," she harrumphed. 
In South Africa the white government ap- 
plauded. The mainly black Mass Demo- 
cratic Movement, the internal wing of the 
African National Congress, said she pro- 


vided President F. W. de Klerk with “a 
steady stream of oxygen”. 

In its heart, the Commonwealth knows 
it can do little to hasten the end of apart- 
heid. The best hope of the 48 countries Mrs 
Thatcher felt sorry for lay in getting the in- 
ternational banks to tighten financial pres- 
sure by rescheduling loans to South Africa a 
year at a time. That prospect appeared to 
vanish on October 18th, the opening day, 
when Mr Chris Stals, the governor of South 
Africa’s Reserve Bank, announced a new 
multi-year rescheduling deal. Not surpris- 
ingly, the banks would rather get their 
money back over the next four years than 
force South Africa to default on its debts. 

Still, the meeting in Kuala Lumpur was 
not just an exercise in impotence. For one 
thing, the rescheduling agreement is less of a 
victory than many South Africans believe. 








FROM OUR SOUTH AFRICA CORRESPONDENT 


6“ ANY Africans . . . tend to equate 

freedom with communism." So 
said Mr Nelson Mandela from the dock in 
1964. In most places, communism has 
waxed and then waned since then. Not in 
South Africa. The black star and gold 
hammer and sickle of the South African 
Communist party's flag fly high at 
marches and rallies. 

The flag's first public reappearance 
was at the funeral more than four years 
ago of four murdered activists of the 
United Democratic Front, one of whom 
had been imprisoned for setting up secret 
Marxist cells in Transkei. Some thought 
the flag was planted by security police to 
discredit the dead man, or a gesture by his 
comrades to honour his convictions. In 
fact it signalled the growing appeal of the 
party in the ranks of the extra-parliamen- 
tary opposition. Whenever the black, 
green and gold flag of the African Na- 
tional Congress (ANC) is raised, the Red 
Flag nowadays follows. Its prominence ag- 
itates some anti-apartheid clergymen, who 
dislike marching under an emblem associ- 
ated with atheism and Stalinism. 

The resumption of public life by the 
eight elderly black leaders released from 
prison on October 15th emphasises the 
durability of communism in the ANC. 
Seven of the eight are ANC stalwarts and 
five of those (Mr Ahmed Kathrada, Mr 
Elias Motsoaledi, Mr Wilton Mkwayi, Mr 
Oscar Mpetha and Mr Raymond Mhlaba) 
have been or are still Communist party 
members. Most joined before the party 
was outlawed in 1950, but none has re- 
nounced communism. The most senior of 
the released men, Mr Walter Sisulu, de- 
clines to say whether he is a party mem- 












The Red Flag's black outpost 






At best, it has won some breathing space. 4 
worst, as Mr Stals admits, South 
could still face repayments of $2 billion 
year over the next four years. South Afric 
can make repayments on this scale only 
the gold price holds up and it cuts back im 
ports and economic growth. Moreover, thi 
banks are in no mood to make new loans 
the country’s capital drought will continue, 

South Africans still care about what thi 
Commonwealth says, if only because thi 
sanctions it agrees to tend to become thi 
benchmark for action against South Afric 
by Europe and the United States (the Amer 
icans said this week that they backed Mn 
Thatcher's line). The South African govern 
ment must have been relieved by the Com 
monwealth’s decision to delay any new sane 
tions for at least six months. 


Mrs Thatcher went to Kuala Lumpur 





ber, but affirms his belief 
in “scientific socialism”. 
Mr Govan Mbeki, re- 
leased two years ago, 
frankly acknowledges his 
communist convictions. 

These patriarchs are 
widely respected by 
blacks. Their dual loy- 
alty—to the ANC and to 
the party—strengthens 
the appeal of commu- 
nism. Many young blacks 
chant the praises of the 
party and its general sec- 
retary, Mr Joe Slovo, in 
the same breath as their 
expressions of support 
for the congress and its 
president, Mr Oliver 
Tambo. In 1986 the 
American State Depart- 
ment estimated that 
about half the members 
of the ANC’s national ex- 
ecutive were members of 
the Communist party. 

Successive South Af- 
rican governments have, 
to the annoyance of liber- 
als, tended to equate any 
opposition to apartheid with commu- 
nism. The official linking of the two has 
done much to strengthen popular support 
for communism in South Africa: if critics 
of apartheid are communists, communism 
must be good. 

The wind of change blowing from 
Moscow has not made much impression 
in South Africa. The South African par- 
ty's latest programme, “Path to Power", 









Where people still believe 


adopted at its seventh congress in an un- 
disclosed place on an unknown date, does 
not even mention Mr Mikhail Gorba- 
chev. Still, the party leadership acknowl- 
edges that a division between socialism 
and democracy led to the error of 
"commandism". In the same spirit of 
glasnost, the party has posthumously rein- 
stated three members expelled while visit- 
ing Stalin's Russia. 
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determined to persuade her critics that irre- 
ersible changes are taking place in South 
frica; that sanctions should be imposed 
nly to bring the South African government 
o the negotiating table, not for punitive rea- 
sons; and that to move Mr de Klerk's one- 
ionth-old government further away from 
apartheid it might be necessary to offer him 
the occasional carrot rather than ever- 
rsher beatings with the sanctions stick. 
In these things she largely failed. Mr 
John Major, her foreign secretary, per- 
suaded the rest of the Commonwealth to say 
in a communiqué that change was taking 
place in South Africa and that sanctions 
must not be punitive. But in hard negotia- 
tion other governments insisted on the com- 
»uniqué saying also that it was not yet time 
relax pressure and that certain sanctions 
hould be tightened. Banks, for example, 
would be asked to offer South Africa no 
more than 90 days' credit, the country 
would no longer be eligible for cover by 
Jommonwealth members' official export- 
edit schemes, and the arms embargo 
ould be strengthened. 
- Britain's reservations on these points 
duly noted. For an hour it looked as 
ough honour had been satisfied. Then, to 
amazement, Mrs Thatcher issued a 
age statement explaining British res- 
rvations and declaring that the Common- 
vealth could have helped “in much more 
positive ways than those set out in the Kuala 
umpur statement”. She defended her in- 
repudiation of the communiqué Brit- 
had signed on grounds of free speech; 
ist is evidently the hobgoblin of 
non-Thatcherite minds. 
= The argument on santtions soured rela- 
at the last Commonwealth summit in 
CO two years ago. It will sour other 
tings in the future. But, whether because 
of sanctions or in spite of them, change is 
g place in South Africa. The African 
onal Congress, still formally banned, is 
ing allowed to make a spectacular return 
om the shadows. Up to 100,000 people, 
y black, were expected to attend a rally 
weekend at Soccer City between Johan- 
burg and Soweto. There the Mass Demo- 
ic Movement planned to reintroduce to 
people the ANC leaders who were re- 
ed from prison on October 15th. Mrs 
'hatcher, if she is remembered at all, will 
~ not be the heroine of the hour. 
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 Zimba 


-Land-hungry 


TN THE British colony of Southern Rho- 
— A desia, half the farmland—and the best of 
it—was reserved for white settlers. In free 

i Zimbabwe, after nine years of indepen- 
dence, black settlers would like more of it 
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micas Rs All 
Good dirt, but not enough of it 


than their government has yet given them. 

en he became prime minister in 1980, 
Mr Robert Mugabe promised to resettle 
162,000 families on idle and under-used 
land within five years. Mr Mugabe is still 
president. By mid-1989 only 52,000 families 
had been resettled. 

Zimbabwe's 4,200 (mainly white) com- 
mercial farmers still own a third of the avail- 
able land, much of it in the most fertile re- 
gions. Some 3m acres of commercially 
owned land have been bought for resettle- 
ment; but 750,000 communal farmers are 
still crammed on the 42% of the land re- 
served for peasant producers. About 7% of 
the land is now occupied by families reset- 
tled since 1980, and 3!2% is in the hands of 
black small-scale commercial growers. 

Mr Mugabe’s government has been los- 
ing popularity: scandals have not helped, 
but the economy is the main problem. Real 
incomes are little above their 1980 levels, 
real wages have fallen, and unemployment is 
expected to treble to 3m by the end of the 
century. This week's by-elections showed 
that voters are worried. A general election, 
scheduled for next June, is likely to be post- 
poned at least until the end of the year. The 
ruling ZANU-PF party needs vote-catching 
policies. Land redistribution is one. 

Under the constitution adopted at inde- 
pendence, the government cannot acquire 
farmland compulsorily. President Mugabe 
talks of amending it by next April. But the 
whites, with good land and water as well as 
know-how, provide most of the country’s 
exports of tobacco, beef, cotton and grain. 
The trick will be to redistribute land and 
win votes without hurting the economy. 

Mr Mugabe can draw some comfort 
from a study done for Britain's Overseas 
Development Administration, which puts 
into effect the independence agreement 
whereby most land purchases are paid for by 





the British. The study claims that the 
scheme has contributed to postwar re- 
construction and stability, and now achieves 
an economic rate of return of 21%. That 
would make it one of the most successful aid 


schemes in Africa. ost all new settler 
households have seen their living standards 
improve, especially because the settlements 
offer better access to health and education. 

The British experts think there may be 
room for more resettlement without ad- 
versely affecting the commercial farms. But 
the commercial farmers like their scrublands 
and their water-catchment areas. In the 
communal lands, by contrast, the soil is los- 
ing fertility and eroding. That is where most 
voters live and where most of Zimbabwe's 
population growth—of 3% a year—takes 
place. The return on new investment would 
be even greater there, mainly because the 
high cost of buying land from white farmers 
would be avoided. Furthermore, foreign do- 
nors are reluctant to provide aid for a pro- 
gramme of compulsory acquisition. 

The study found that, on average, set- 
tlers built up debts of more than Z$1,000 
($460) per family in the first half of the 
1980s, partly because there were three se- 
vere droughts and partly because small farm- 
ers preferred spending cash to repaying 
loans. The state-owned Agricultural Fi- 
nance Corporation recently reported bad 
debts in excess of Z$30m. 

But resettlement cannot solve the long- 
run problem of unemployment. There is not 
enough land to look after each year’s 
250,000 school-leavers, and peasant farming 
is not attractive to young people with good 
school qualifications. Land redistribution 
may win votes next year. But if it scared 
away foreign investors while doing nothing 
to curb unemployment, it would lose many 
more votes in 1995. 
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Jur Korean spirit is moving in the air. It’s a spirit of untiring service, ceaseless effort and ageless charm that 
flows from Korean traditions perfected over thousands of years. A spirit advancing into the future with one 
of the world’s most modern fleets. And a spirit that soars around the globe to 40 cities in 19 countries on 
4 continents. Fly with us soon and you'll experience the dedication to excellence that could only be Korean 


KOREAN SPIRIT : KOREAN DEDICATION. 
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EUROPE 


You don't go bang by stages 


FROM OUR BUDAPEST CORRESPONDENT 


HERE is something beguilingly decep- 
tive about the idea of a "controlled ex- 
plosion”. Several of Eastern Europe's com- 
munist parties, recognising this year that 
their 40 years of totalitarian power were 
coming to an end, thought they could at 
' ast keep some degree of control over 
; disintegration. In Mr Gorbachev's 
Moscow even the most liberal of the 
people responsible for policy towards 
Eastern Europe seem to have as 
sumed the same thing: change was in- 
evitable in the region, they realised, 
but the local communists would have 
a hand in shaping it. They may have 
been wrong. Controlled explosions 
are possible in coal mines, but rarely 
in politics. 

In Poland the careful pace of 
change the Polish communists ac- 
cepted in April jerked into faster mo- 
tion in the June election. In East Ger- 
many the ruling party's belief that it 
could prevent any change at all blew 
up in its face last month, and the 
party is still staggering. But it is in 
Hungary, the expert in steady change, 
that the difficulty of controlling the 
detonation produced by 40 years of 
pent-up anger shows most clearly. 

Earlier this month, at the con- 
gress in which Hungary's communist 
party turned itself into an ex-commu- 
nist one, a few sops were thrown to 
dismayed conservatives who could 
not believe that everything must 
change. The congress decided, against the 
wish of reformists, that the party should pre- 
serve its factory "cells", the little groups of 
coffee-sipping comrades who keep an eye on 
the workers. That lasted less than a week. 
On October I9th the Hungarian parliament 
(dominated by members of the ex-commu- 
nist Socialist party that had just taken that 
decision) voted to abolish party cells in fac- 
tories this year, and those in the army and 
the police force next year. 

The party congress had also avoided 
taking the decision to disband the Workers' 
Guard, the party's private army. The Guard 
would, however, be put under the govern- 
ment's supervision. Within the week the 
government had explained that the Guard 
would be abolished. 
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This is dramatic stuff. The party cells 
and the party militia are two key parts of the 
apparat, the instrument by which commu- 
nists have kept themselves in power all these 
years. Something even more dramatic may 
be in store. Until this week almost every- 





Hungary cuts out communism 


body had assumed that the multi-party dem- 
ocratic Hungary that will emerge from next 
year's parliamentary election would have a 
President Imre Pozsgay as its head of state. 
Mr Pozsgay, the most energetic and inge- 
nious leader of the reform wing of the for- 
mer ruling party, wanted to be president. 
There seemed little doubt che voters would 
choose him, in gratitude for his services in 
decommunising Hungary. Suddenly, Mr 
Pozsgay's ambitions are in danger. He may 
become a victim of the accelerating demand 
for change he has himself encouraged. 

Mr Pozsgay may not even get the chance 
to test his popularity at the polls. Two oppo- 
sition groups, the Free Democrats and the 
Young Democrats, dissatisfied with the deal 
the rest of the opposition reached with the 


communists last month, have launched a pe- 
tition calling for a referendum on the ques- 


tion of whether the president should be ` 


elected by the people before next year's par- 
liamentary election—as the deal would have 
had it—or by the new multi-party parlia- 
ment. They have gathered 200,000 signa- ` 
tures, twice the number required to compel 
parliament to hold a referendum. 

On October 30th the government is due 






to tell parliament how it proposes to sortout 


the election timetable. At the least some de- 
lay in the choosing of a president seems in- 
evitable. Before the petition, the 


govern- - 
ment had intended to hold the first — 


round of the presidential election on 
December 3rd, and the parliamen 
election 90 days after that. If Ne 
erendum is to be held before the 
presidential race, there is simply no 
time to arrange it within a month. lt is 
also a pertinent question, to which no 
one seems to have given an answer, 
whether parliament can set the date 
for a presidential election knowing 
full well that it might be cancelled. 
One suggestion, by Mr Denes 
Csengey, a leading member of the 
Democratic Forum, the biggest oppo- 
sition group, calls for a scrapping of 
the presidential race. Mr Csengey 
says the present power vacuum 
should be ended by holding the par- 
liamentary election as soon as possi- 
ble, perhaps as early as January. The 
new parliament would then presum- 
ably do the choosing of the president. 
Since the new-born Socialists, Mr 
Pozsgay's party, look like being a mi- 
nority in the parliament, Mr 
Pozsgay's hopes of the presidency 
would be dented—unless lingering 
personal popularity is enough to 
carry him through. 
But by next year party politics may 
count for more than personal popularity. 
The two-year-old Democratic Forum hopes 
to do well in the parliamentary election. 
Though it still has only 20,000 members, its 
organisation has begun to take root 
throughout the country. It has a distinct ru- 
ral-cum-nationalist flavour, but to broaden 
its appeal it has just held a convention 
which made it sound more like a West Euro- 
pean Christian Democratic party, economic 
liberalism and all. 

The Democratic Forum's candidate for 
the presidential election, if there is one, is 
Mr Lajos Fur, a 59-year-old historian. Not 
exactly well known, Mr Fur can at least 
claim to have led one of the regional revolu- 
tionary committees during Hungary's 1956 
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uprising against the communist party of 
which Mr Pozsgay was then an obscure 
-young member. The Democratic Forum's 
— chances of getting its man into the presi- 
h dency, by popular vote or parliamentary se- 
"lection, cannot be dismissed. Unless, that is, 
the Hungarians’ explosive demand for 
- change damages the Democratic Forum too. 
lt is not impossible that by early next year a 
“majority of Hungarians will have decided 
— that the Forum's willingness to strike deals 
_ with the erstwhile communists makes it a 
—— bunch of “communist sympathisers", to be 
dismissed at the polls. 

$ Hungarians, waking up from their long 
apathy, may have no patience with compro- 
- mise. October 23rd, the anniversary of the 
1956 uprising, was to have been a day of 
_ contentment, as the democratic new repub- 
- lic was proclaimed. The 100,000 people who 
‘marched to parliament in the evening dis- 
© eontentedly seemed to want more. They 
— shouted "Russians, go home". Their ban- 
ners pronounced the death sentence on 
-— communism. They applauded speeches urg- 
‘ing them to “carry the spirit of the 1956 
‘revolution to victory". According to Hun- 
-— gary's new constitution, “the values of bour- 
geois democracy and democratic socialism 
-— prevail in equal measure". That's the lan- 
_ guage of compromise. It may not be what 

Hungarians will be talking next year. 





_ East Germany 
. Street life 


e 


FROM OUR BONN CORRESPONDENT 


E E CAN hardly have expected kisses, 
5 but even so Mr Egon Krenz must be 
surprised by the snarls he is drawing from 
— he East Germans he hopes to woo. Since 
~ Mr Krenz bounced Mr Erich Honecker on 
October 18th as communist party boss, 
more demonstrators than ever have been on 
-the march in East German cities. On Octo- 
- ber 23rd in Leipzig some 300,000 people 
turned out to demand real, not cosmetic, 
democratic reforms including free elections. 
lc A day later in East Berlin more than 10,000 
paraded past parliament to protest against 
"Ego(n)ism"', a reference to Mr Krenz's elec- 
|. fion the same day as both head of state and 
chairman of the national defence council, a 
i body which has almost unlimited powers to 
|. act in a national emergency. 
With those two jobs, and his leadership 
of the communist party, Mr Krenz has now 
-  eollected as much formal power as Mr 
Honecker used to have. Reformist groups 
had hoped the new man might put at least 
one of the top posts in other hands. So did 
some members of parliament and, astonish- 
ingly, they showed it. Of the 499 members 
present (Mr Honecker, the 500th, was ab- 
sent "ill"), 26 voted against Mr Krenz's ap- 
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Krenz woos, Germany boos 


pointment as head of state and 26 abstained. 
It was the first time in the parliament's 40- 
year history that any appointment of note 
had not been approved unanimously. 

That mini-revolt is one more sign of the 
dramatic changes that began to emerge in 
East Germany only a few weeks ago. The 
non-communist parties are starting to speak 
up; most of the members who failed to sup- 
port Mr Krenz are thought to have come 
from the all-but-dormant Liberal party. 
Press and television have become less 
leaden. A small group of workers in an East 
Berlin suburb has just announced the birth 
of the country’s first independent trade 
union. Communist officials have begun 
openly to challenge the country’s rubbery 
economic statistics. 

But the more the glasnost, the louder 
the criticism and the bigger the demonstra- 
tions. As Mr Giinter Schabowski, the East 
Berlin party boss, resignedly put it during a 
spontaneous debate with pedestrians (a rare 
enough event in East Germany in itself), 
“For the present we just have to put up with 
the fact that everything we say will be 


treated as a trap." 

That goes not least for Mr Krenz's first 
speech as head of state. He promised that 
charges of police brutality during recent 
demonstrations would be probed. He an- 
nounced that a new election law was in the 
offing (less than splendid news for those 
who reckon Mr Krenz turned a blind eye to 
the rigging of local elections in May). He 
swore that “we need socialist democracy like 
the air we breathe”, a phrase borrowed with 
minor adaption from Mr Gorbachev, but 
gave no commitment to include the new re- 
form groups in the national dialogue which 
he says he plans. If Mr Honecker had made 
the same speech a month ago it would have 
been a sensation. He might even have kept 
his job. Now the phrases seem inadequate. 

What else does Mr Krenz have up his 
sleeve? Two Politburo members, Mr Giinter 
Mittag, in charge of the economy, and À 
Joachim Herrmann, responsible for ti. 
press, have already been booted out. More 
are likely to go after a Central Committee 
meeting scheduled for November 8th-10th, 
including the prime minister, Mr Willi 
Stoph, and the party's chief ideologist, Mr 
Kurt Hager (although Mr Hager is now 
working hard in public to transform himself 
into a pro-Gorbachev, anti-Honecker man). 
Replacements will probably include Mr 
Hans Modrow, the pro-reform party boss in 
Dresden who would be a popular choice to 
take over the press job. There are also re- 
ports that industrialists like Mr Wolfgang 
Biermann, workaholic chief of Carl Zeiss 
Jena, one of the country’s top companies, 
may be brought up to the political front. 

More important, the leadership plans to 
give East Germans what most yearn for: the 
right to visit the West. Restrictions were al- 
ready relaxed under Mr Honecker. The aim 
now is to abolish most of the remaining ones 
before the end of the year—thus, it i 








FROM OUR BONN CORRESPONDENT 


B perestroika irreversible? Few ques- 
tions matter more for western poli- 
cies. And no western politi- 
cian has been as quick to 
conclude that, yes, the pro- 
cess is indeed unstoppable 
as Mr  HansDietrich 
Genscher, the West Ger- 
man foreign minister. "Mr 
Gorbachev's view that [the 
reform process] is truly 
revolutionary”, he said in a 
speech in Bologna in Octo- 
ber 1988, “‘is just as correct 
as his conviction that it is irreversible.” 
Has Mr Genscher now changed his 
mind? Doubts became visible in an inter- 
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view in Der Spiegel on September 25th: 
“There can be setbacks, even a standstill, 
but basically the course is 
irreversible." Now, in an 
interview in Die Zeit this 
month, he has gone fur- 
ther: "The West has the 
responsibility of helping to 
reinforce the irreversibility 
through economie co- 
operation . . . and by push- 
ing ahead resolutely with 
the disarmament process.” 
That, albeit in Genscher- 
speak, amounts to an admission that 
perestroika’s irreversibility has yet to be 
made, as it were, irreversible. 
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the right questions. 


Executives today face 
unrelenting, even acceler- 
ating e. pore all 
aspects of business life. 
As the pace of change 
quickens, old perceptions 
and traditional approaches lose validity. 
New views are required. 

What is needed, in a word, is vision. 
Vision reads reality radically differently. It 
suggests sighting the goal before starting out 
to reach it. Vision requires a willingness and 
ability to ask the right questions — rather 
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FROM OUR MOSCOW CORRESPONDENT 


pee the clamour of Balts, Georgians 
and Azerbaijanis, the most powerful 
nation in the Soviet Union is finding its 
voice. Tsarist flags fluttered at the found- 
ing on October 22nd of the Popular Front 
of the Russian Republic. This hopes to be 
to Russia what the Popular Fronts of Lith- 
uania and Azerbaijan are to those repub- 
lics—both a source of nationalist pride 
and a rallying-point for opponents of 
communism. On the same day, in Lenin- 
grad, the United Front of Workers of Rus- 
sia, a group opposed to Mr Mikhail 
Gorbachev's liberalising reforms, was 
drawing up its economic programme. 

Russian nationalists span the political 

»ectrum, from reformist left to autocratic 
right. Their divisions prevent them from 
organising any real danger to communist 
rule just yet. But Russian nationalism is 
potentially a powerful challenge to Mr 
Gorbachev because, unlike either full de- 
mocracy or neo-Stalinism, it appeals to 
deep reserves of patriotism and Orthodox 
religious belief. 

Despite their differences, most Rus- 
sian nationalists share hostility to the 
Communist party, which some want to re- 
place with multi-party democracy, others 
with an older sort of autocracy. They re- 
ject capitalism. They believe Russian cul- 
ture is under threat. They also resent the 
fact that Russia sacrificed millions of lives 
in the second world war to defend the So- 
viet Union, only to find itself, they claim, 








The Russians are coming 
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subsidising the increasingly ungrateful 
rest of the country to the tune of billions 
of roubles a year. When at the Supreme 
Soviet one of Russia's best known writers, 
Mr Valentin Rasputin, talked of Russia 
leaving the union, he got loud applause. 
Russian nationalists consist of three 
overlapping groups. Chief among the re- 
formers is the newly founded Popular 
Front. It is an umbrella for 100 local 
groups which include Old Believers (a 
branch of the Orthodox church that split 





Nostalgia for older authoritarianism 





hoped, forestalling another huge exodus of 
"ermanent emigrants. The belief is that one 

son they have wanted to go is that they 
have been denied free travel; yet free travel 
would also give more people the opportu- 
nity to get out for good. If free travel really 
comes, what would be the point of the Ber- 
lin wall? Mr Krenz ducked the question at a 
press conference on October 25th. 

Cash is the big obstacle. Because their 
country is chronically short of foreign cur- 
rency, East Germans visiting the West have 
been allowed to take only DM15 with them 
once a year—enough for a light lunch in 
West Berlin. Travel liberalisation will not 
mean much unless East Germans are al- 
lowed to take out many more D-marks, 
which the state says it cannot afford, or 
West Germany agrees to change visitors’ 
East German marks for D-marks at a wholly 
unrealistic rate. That would present the 
West Germans with another big bill. They 
are already giving economic and financial 
aid, through official and unofficial channels, 
to Germany probably amounting to 
nearly DMS billion ($2.7 billion) a year. Is 
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West Germany ready to cough up more? 

Yes, lots more, provided that East Ger- 
many pushes through genuine reforms. An 
internal document of the economics minis- 
try in Bonn points the way. It is scathing 
about East Germany's straitjacketed econ- 
omy and urges a dozen major changes, from 
price and wage reforms to the introduction 
of competition and a capital market. Do all 
that, combine it with real political reform 
and, the men from the ministry imply, the 
sky's the limit. West German aid would be 
available to modernise East Germany's 
transport and communications systems, at- 
tack pollution, improve its energy supplies 
and do up its neglected towns. 

There is even the suggestion that West 
Germany might promote private investment 
in East Germany through schemes financed 
by Marshall-aid funds, which West Ger- 
many received after the war and which it still 
uses to boost its own economic develop- 
ment. A golden carrot indeed for any East 
German leader ready to abandon piecemeal 
changes for a bold reform programme. 





. Speakers in other republics. Its leader, Mr 


multi-party democracy, an independent 
judiciary and less power for the centre. || 
One of its leaders, Mr Igor Shamshev, 
reckons optimistically that the front | 
might pick up 30% of the seats in the | 






forthcoming election to the parliament of. 







the Russian republic. 

What might be called the Lumpen na- 
tionalists are represented by the United 
Front of the Workers of Russia, set up last 
month in Sverdlovsk. This body wants to 
stop further economic reform, ban private 
businesses and impose a price freeze. In 
this it is indistinguishable from many con- 
servative Communists. The Workers’ 
Front, however, also praises Russian mys- 
ticism and the Orthodox church and 
wants to defend the rights of Russian- 


















Veniamin Yarin, is a potential Russian Pe- 
ron. He has just set up a new faction in 
parliament called Rossiya. 

Unlike the other two groups, the 
Slavophiles want to turn their back on 
both western liberalism and Soviet his- 
tory. They seek solutions in Russia's pre- 
revolutionary past—in authoritarianism, 
village democracy or Orthodox theocracy. 
Prominent among this lot is Pamyat 
(Memory), an organisation which believes 
there is a Jewish conspiracy to destroy 
Mother Russia. The Slavophiles also in- 
clude Mr Rasputin and other prominent 
writers. The Writers’ Union has long been 
a forum for anti-perestroika speeches. 




















Soviet Union 


Getting wobbly 


FROM OUR MOSCOW CORRESPONDENT 


UNNING the Soviet Union is like rid- 


ing a bicycle with an enormous pole on — 


Wo, canh 


the handlebars. Mr Mikhail Gorbachev has _ 
been able to keep upright by balancing con- _ 
servatives at one end against radicals at the — 


other. The trouble is that the further 


-perestroika goes, the more the pole slides to _ 


the radical side. At some point Mr Gorba- 


chev will have to decide either to wrench the _ 
pole back towards the conservatives or to 


stay on board by shifting the centre of grav- 
ity radicalwards. 

The latest bout of wobbling started on 
October 13th, when Mr Gorbachev sum- 
moned the editors of the main newspapers 
to the Kremlin and berated them for report- 
ing only the problems of perestroika. What 
had mainly aroused his ire was an issue of 
Argumenty i Fakty, a pro-reform weekly, 
that had printed an admittedly unscientific 
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Il of readers’ opinions, showing that the 
most tadical members of the Soviet parlia- 
snt were the most popular. Mr Gorbachev 
as not mentioned in the poll. When he 
und out he had been omitted because of 
w ratings (see table), he was angrier still. 
on afterwards, the offending, editor, Mr 
ladislav Starkov, was told to accept an- 
her job. 

Five days later Mr Viktor Afanasiev, the 
or of Pravda, the party daily, was 
cked. He had long been under a cloud for 
s conservative views and had recently pub- 
ished a rude article about Mr Boris Yeltsin, 
one of the parliament’s most outspoken rad- 
icals, which he subsequently had to retract. 
He was replaced by Mr Boris Frolov, a mem- 
ber of Mr Gorbachev’s personal staff. It 
seemed like standard Gorbachev tactics: a 
to the right, then to the left. 

But things did not quite work out as ex- 
pected: Mr Starkov refused to resign 
(though his future is still uncertain). For the 
first time a newspaper editor had stood up 
to the party boss. 

^. Problems with the press can be embar- 
rassing; problems with the workers could 
prove disastrous. Strikes in the mining in- 
dustry over the summer and a rapidly deteri- 
rating economy prompted the government 
earlier this month to demand that parlia- 
ent ban all strikes for 15 months. That 
seemed like a clear tilt towards the conserva- 
tives. Parliament agreed to a strike ban, 
though limiting it to strikes in essential in- 
dustries and services. 

Now some workers have defied the law. 
This week miners at Mezhdurechensk, in 
Western Siberia, called a symbolic two-hour 
stoppage in protest against the ; govern- 
ment's failure to implement all the conces- 
sions made during the summer's coal 
strikes. Ominously, strikes are spreading. 
Transport and construction workers sup- 
ported the strike in Mezhdurechensk. Min- 
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ets in Vorkuta, a town inside the Arctic cir- 
cle, have downed tools for 24 hours. In the 
biggest coal-mining region of all, Western 
Ukraine, tension is high after the murder of 
a trade-union activist. 

Mr Gorbachev will be under pressure to 
end the strikes, not only because they flout 
the law, but also because of the damage they 
will do to an already tottering economy. In 
the first nine months of the year, national 
income rose by 2.496, half the claimed rate 
in the same period last year. Inflation is offi- 
cially admitted to be 2.6%, though econo- 
mists unofficially estimate it to be 8-12%. In 
other words, the economy is shrinking. This 
week the government began its long-prom- 
ised devaluation of the rouble. From No- 
vember Ist a new rate, representing a 90% 
devaluation, will apply to some transactions 
carried out by foreigners in the Soviet 
Union and Soviet citizens travelling abroad. 
The main aims are to reduce the rampant 
black market in dollars and to cut the grow- 
ing hard-currency bill for travel to the West. 

While the government is trying, and ap- 
parently failing, to restore some sense to the 
economy, political reform is pushing ahead 
fast. Between December and March, at least 
ten of the Soviet Union's 15 republics will 
hold elections to local parliaments. The big 
questions are whether seats in the parlia- 
ments will be reserved for the Communist 
party and other allied "social organisa- 
tions", as party conservatives demand, and 
whether the presidents of the republics 
should be elected directly. 

The Supreme Soviet has ruled that the 
republics can decide as they please. The Rus- 
sian republic has proposed scrapping both 
the reserved seats and the special commis- 
sions that in the past have vetted candidates 
for election. Some of the other republics 
may choose to stick to the old rules, but in 
many places the local elections will almost 
certainly be freer than the national election 
in March that changed the face of Soviet 
politics. Mr Gorbachev can expect more 
wobbles ahead. 





Greece 
From purge 
to purgatory? 


HE worst that could happen to Greece 

in the general election on November 5th 
is another hung parliament. Not that the 
one elected last June was bad: it forced a na- 
tion of inveterate individualists to accept 
that coalitions can work, and has set in train 
the purge— "catharsis"—that was its main 
purpose. Mr Andreas Papandreou, prime 
minister until June, and five of his ex-minis- 
ters will soon be facing corruption charges 


before a special court. The civil service and 
state television have been cleànsed of parti 
sanship. But the time has come to deal with — 
a mountain of other problems. They will de- 
mand a firm hand. 4 RE 

The economy will be the next governe 
ment's first priority. But education and 
health are also in a shambles. Pollution 
abounds. The European Community's 1992 
project looms more like a threat than a 
promise. And urgent matters of foreign pol- 
icy, such as the future of the American mili- 
tary bases, threatened with closure by May 
1990, require decisions. 

What sort of government is likely to 
have to take them? In theory, New Democ- 
racy (the conservative party) should be able 
to win the overall majority that eluded it by 
six seats last June. The pundits say it needs 
only 2.5 percentage points above the 44.3% 
it won in June to make it. Its leader, Mr Con- 
stantine Mitsotakis, has scored by his ł 
dling of the post-June deadlock that lea tv 
the formation of the odd conservative-com- 
munist coalition. An apparent attempt on 
his life in Lesbos on October 22nd may have 
won him sympathy. And New Democracy 
hopes to gain from the concert it is to stage 
on November 3rd featuring Mr Mikis 
Theodorakis, composer and mercurial for- 
mer communist, who has joined New De- 
mocracy’s honour ticket. With the defiant 
air of the victor, the party is donating the 
money it would spend on other rallies to 
Greece’s anti-drug campaign. 

Yet victory is far from in the bag. First, 
the electoral system, adopted to make it 
hard for the conservatives to win outright 
power, makes New Democracy uneasy. So 
does the latest opinion poll, which suggests 
that the party stands only half a point above 
its score in June. Indeed, the poll shows Mr 
Papandreou's Socialists holding fast at al- 
most the 39.1% they mustered four monthe: 
ago. The Alliance of the Left and Progre 
which has held the balance of power in the 
outgoing parliament with 13.1%, has lost 
three points, mostly to fringe parties. 

If outright victory eludes New Demac- 
racy, it still hopes that the Socialist vote will 
fall, bringing on the departure of Mr 
Papandreou and a break-up of his party into 
feuding factions. New Democracy could 
then look for a new coalition partner. But 
the possibility. that the resilient Mr 
Papandreou might come back to power in a 
coalition cannot quite be ruled out. 

In any event, Greece could find itself go- 
ing through another contest next spring. 
Unless New Democracy wins a big majority, 
and the Socialists suffer. big losses, either 
side could force new elections by frustrating 
the three-fifths majority needed to elect a 
new president of the republic in March. The 
Socialists will be happy on November 5th if 
they have secured the 121 seats that would 
enable them to do that. 
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OM OUR PARIS CORRESPONDENT 


JOR a country where the phrase “a Eu- 
L rope from the Atlantic to the Urals” 
ined, France has been remarkably 
about the upheavals in Eastern Eu- 
spe. President Mitterrand broke this si- 
ence in a speech to the European Parlia- 
nent on October 25th. Echoing the 
ropean Commission's president (and fel- 
yw French Socialist), Mr Jacques Delors, he 
that change in Eastern Europe made it 
ll the more urgent to "reinforce" the Euro- 
an Community. 

That means, in practice, hurrying on 
th the creation of a single market by the 
d of 1992. And, if the French have their 
y, it means also speeding up the calendar 
r economic and monetary union (EMU) as 
accepting a "social charter" of em- 
t rights. Mr Mitterrand wants an in- 
rnmental conference of EC member- 
to meet in the autumn of next year to 
drafting treaty changes needed for a 
to the later stages of EMU. Like Mr 
hopes the conference will finish 
rk in time for national parliaments to 
such changes by January 1 1993. As 

president of the Community, Mr 
and will propose all this formally at 
e EC's December summit in Strasbourg. 

An unspoken reason for French haste is 
year's West German election. The 
treat EMU not just as a banking or 
nic arrangement, but as a political 
s of binding the Community closer to- 
. Rightly or wrongly, the French feel 

t West Germany's present chancellor 

foreign minister, Messrs Helmut Kohl 
ind Hans-Dietrich Genscher, roughly agree 
them on this. They are not at all confi- 
t that the same can be said for the proba- 
Social Democratic chancellor-candidate, 
skar Lafontaine. The French want an 
ental conference up and run- 
before the German election. 
Mitterrand ranged long and wide, 
drugs, AIDS and the Middle East. In a 
al, as it seems, of the Euro-Arab dia- 

of the 1970s, he invited Arab leaders 
to the Community's leaders in Paris in 
December. Yet he also came, in time, to 
Eastern Europe. 
. Mr Mitterrand had been under pressure 
from French conservatives who complain 
by comparison with, say, the Germans 
ians, France has said and done too lit- 
tle to help reformers in Eastern Europe. Mr 
Valéry Giscard d'Estaing, a former presi- 
dent, favours aid on a grand scale. Mr 
Mitterrand was rather more restrained. But 
he did say that France was offering FFr4 bil- 
- lion ($640m) in aid to Poland. 
irectly, he took aim at West Ger- 
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FROM A CORRESPONDENT IN PARIS 


HOULD state schools let Muslim 

girls wear head-scarves to class? The 
question has divided France. The con- 
troversy began last month when three 
devout Muslims at a school in the Paris 
suburb of Creil came to class with their 
heads covered. For strict Muslims, this is 
customary when men are present. 

The headmaster, Mr Ernest Chen- 
iére, barred them from class. A secular 
school system, he said, was no place to 
display religious convictions. After a 
chat with the parents, Mr Cheniére 
agreed to let the girls wear scarves in the 
school yard. But Fatima, Leila and 
Samira wanted to keep their heads cov- 
ered at all times. So Mr Cheniére turned 
them away again. 

This has set off a debate which crosses 
party lines. Church and state are sepa- 
rate in France. In state schools religion is 
meant to stop at the gate. But what does 
this mean in practice? 

Some right-wing politicians, such as 
Mr Charles Pasqua, a former interior 
minister, as well as some left-wing ones 
such as Mr Henri Emanuelli, the deputy 
head of the Socialist party, have backed 
the headmaster. But the prime minister, 

































































































At the centre of the storm 


mans who say that Eastern Europe could be 
helped by “widening” the Community. The 
EC has plenty to do between now and 1992, 
Mr Mitterrand said, without looking at new 
applications from Austria and Turkey. New 
forms of association for Poland and Hun- 
gary, he implied, were also out. 

There are dozens of schemes for differ- 
ent grades of "association" floating about. 
Some involve the countries of the European 
Free Trade Association. The French treat 
most of these as non-starters, not simply 
cause the EFTA countries do not like to see 
themselves as the Community's waiting 
room. The French want at all costs to avoid 
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Mr Michel Rocard, and the education 
minister, Mr Lionel Jospin, both Social- 
ists, want more flexibility. The rector of 
the Paris mosque, Sheikh Tedjini 
Haddam, and France's grand rabbi, Mr 
Alain Goldmann, claim the ban is an act 
of discrimination. 

Compromise should be possible. 
Though teaching in state schools must 
be secular, French law neither enforces a 
dress code nor forbids religious insignia 
outright. These matters are usually leftto | 
the headmaster. Crucifixes on necklaces 
are common. In some state schools de- 
vout Jewish boys wear skullcaps. | 

The three Creil girls are not typical. 4 
Many, perhaps most, young French 
women of North African descent want to 
escape the traditional Muslim subordina- 
tion of their sex. A recent fundamental- 
ist Muslim protest in Paris (in which men 
marched separately from women) drew 
only 800 people, according to the police. 

The Creil affair has, nonetheless, 
raised worries for the future. One is how 
France is to assimilate its immigrants. In 
theory it shut the door on them in 1974. 
But some say 120,000 new ones are com- 
ing each year. Whatever the number, 
most of them come from North Africa to 
join families already in France. Heads of 
two primary schools have, perhaps ille- 
gally, stopped enrolling immigrant chil- 
dren who cannot speak French. The left 
pays lip-service to immigrants’ rights. 
Conservatives are on the whole fright- 
ened of saying anything that might drive 
more right-wing voters towards the anti- 
immigrant National Front. & 

The other, perhaps deeper, worry is ' 
not about friction between Muslims and | 
non-Muslims. It involves a growing split 
between the devout of all creeds who 
want more say for religion in public life, 
and others who think religion is best left 
a private affair. 





stretching the EC to the point at which its 
cohesion is lost. For the French, the EC is 
not just a common market, but the core of 
some future political Europe, with its own 
defences. 

This is why, the French explain, they are 
so keen to hurry forward building it now. 
Their immediate concern, they say, is not a 
resurgent Germany, or one that turns away 
from Western Europe. Their worry, rather, 
is that the Germans, distracted by events in 
Eastern Europe and daunted by the pros- 
pect of doing anything else, will settle for a 
more narrowly economic Community. 

















“Isn't that fantastic? I just said, 
‘Give me London’, and here it is.” 


“Some people never cease to be surprised at all the things that are possible. And these 
days, there are some really astounding possibilities in the field of communications. Even 
across borders and time zones. If you want to improve your communication with 
Germany, have a word with the Deutsche Bundespost. They have the most up-to-date 
know-how nationwide networks and advanced communications services available. 
Whether it's Text or Data Communication, Videoconference, ISDN or optical fibre tech- 
nology, today and in the future the Deutsche Bundespost is the right partner for com- 
: panies dependent on communication across boundaries. For further information please 
: contact: Deutsche Bundespost, P.O. Box 1190, D-6600 Saarbrücken, Federal Republic 


.— of Germany. Telephone ++ 496151834641. We're removing old barriers to cooperation. 
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ST GERMANY 


When the wall comes down 


ERLIN, new year's eve, 1999. Lots to celebrate. 

Not just the start of a new millennium, but the 
rebirth of a united Germany. Following referen- 
dums in the former German Democratic Republic 
(East) and the Federal Republic of Germany (West), 
a new federal state has been founded, the 
Bundesstaat Deutschland. With its population of 
close to 80m and its economic might, it dwarfs its 
neighbours. Its booming capital Berlin, long iso- 
lated during the cold war, is now the hub of central 
Europe. The wall which sliced through the city for 
nearly 40 years has been torn down, but for a rem- 
nant kept in memory of those shot dead trying to 
escape from the east in the bad old days; the 
Reichstag has resumed its old role as a national par- 
liament building; the presence of foreign troops has 
been cut to a few token platoons. Small wonder the 
bells are ringing and the Sekt (German champagne) 
is flowing. 

No, it may not be quite like that. But before 
dismissing as wild fantasy that view of Germany ten 
years hence, consider how the world was a decade 
ago. Leonid Brezhnev still shuffled through the 
Kremlin; his troops had invaded Afghanistan; and 
NATO was forging its "twin track” decision which 
would bring new American missiles to Europe to 
counterbalance the Soviet ss-20s. 

Who would have bet that just around the cor- 
ner was a dynamic Russian leader who would pump 
berestroika into his calcified country and look on 
benignly as Hungarian border guards literally rolled 
up the Iron (at least barbed-wire) Curtain? 

The Gorbachev revolution has influenced West 
Germany in three main ways: 
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€ lt has cut the perceived threat from the East and 
made West Germans less ready to shoulder NATO 
burdens. This is true elsewhere in the West too, but 
the Federal Republic matters most as the alliance's 
front-line state and its strongest European member. 
€ lt has allowed hundreds of thousands of ethnic 
Germans to return to their "homeland" from the 
Soviet Union and Eastern Europe, and many more 
are in the queue. That influx implies that the popu- 
lation will be bigger and economic growth stronger 
in the 1990s than seemed likely until quite recently. 
But it also brings friction over housing, jobs and so- 
cial benefits and is one factor in the recent surge of 
support for the political far right. 

@ It has started to blur the east-west division of Eu- 
rope and is thus moving the long dormant issue of 
German unity back on to the agenda. If the Iron 
Curtain is scrapped elsewhere, can it stay put along 
the 860-mile inner German border? Hardly—but 
what happens when it comes down there too? 

This survey will look at West Germany’s in- 
volvement in Western Europe’s integration, its eco- 
nomic power and its increasingly volatile domestic 
politics. All that belongs to the picture of a country 
which this year celebrated its 40th birthday claim- 
ing, fairly, to be the freest and most prosperous Ger- 
man state ever. But it is the changes in the east 
which suggest most that, for better or worse, Ger- 
many is on the eve of a new era. A united Germany 
at peace with itself and its neighbours might be the 
linchpin in a happier and wealthier Europe from the 
Atlantic to the River Bug, and maybe even to the 
Urals. A united but restless Germany would re-cre- 
ate a sadly familiar problem in the next century. 






It may not 
happen soon; but 
Jonathan 

Carr, our Bonn 
correspondent, 
examines the 
consequences 
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Straight talking 
about German 
unity? Nein danke! 





Kohl seeks consensus 





Ambivalence all round 


(ner relatively brief spell as a united 
nation-state was rarely happy either for itself or 
others. It began in 1871 thanks to Bismarck, Prus- 
sia’s “iron chancellor”; it ended, two world wars 
and a failed experiment with democracy later (the 
Weimar Republic), with the collapse of Hitler’s 
“thousand-year Reich” in 1945. For centuries be- 
fore Bismarck, Germany's division into mostly im- 
potent little states was seen by other Europeans as a 
necessary ingredient in the continental balance of 
power. For much of the time since 1945, the 
existence of two German states has been widely 
regarded in the same way. The western allies, 
America, Britain and France, have formally 
backed the cause of peaceful German reunifica- 
tion for decades. But their true attitude, and 
often that of the Russians too, has been close 
to Francois Mauriac’s "I love Germany so 
much, | am happy there are two.” 

Mr Gorbachev is now shaking things up, 
but there have been changes in West Germa- 
ny's attitude to unity too. Broadly speaking 
there have been three phases since the country 
was founded in 1949 and Konrad Adenauer, a 
Christian Democrat, became its first chancel- 
lor (head of government). 

In the first phase. Adenauer took West 
Germany into NATO and the European Com- 
munity (EC) arguing that only firm backing in 
the West would make reunification in freedom 
possible. But there is evidence that he really be- 
lieved the country's division to be final and was 
not unhappy about it. As a Rhinelander his in- 
stincts drew him more to the west (hence his 
special push for friendship with the old arch- 
enemy France) than to Prussia in the east. 
“You can smell Prussia when you cross the 
Elbe," he once remarked with distaste. 

Adenauer's policies, especially rearma- 
ment and NATO membership, were attacked by 
the opposition Social Democrats. They be- 
lieved integration in Western Europe would 
block German unity. They wanted a united, 
neutral, social-democratic Germany closely 
linked, they hoped, to similar states through- 
out Europe—east and west. 

The second phase began with the 
Ostpolitik of a Social Democratic chancellor, 
Mr Willy Brandt, in the early 1970s. By giving 
de facto recognition to East Germany (and to 
the Oder-Neisse line as Poland's western bor- 
der), Mr Brandt seemed to seal Germany's divi- 
sion and was pilloried by the Christian Demo- 
crats, now in opposition. But, as he put it, by 
“recognising realities” and “giving up nothing 
not lost long ago,” Mr Brandt created the con- 
ditions for change. East Germany got much of 
the recognition it craved but was drawn into an 
ever-tighter nexus of links with its big western 
brother, including economic ones on which it 
came to rely. Mr Brandt claimed he simply 
wanted to stop the two states drifting further 
apart, and even talked of reunification as “a 


dream which fades when you wake up.” But the , 
icy he began, despite many mini-crises over t 
years, has drawn the two Germanies à lot closer. 

So far this has been a tale shot through wit: 
ambivalence: allies pretending to back unity; Ade- 
nauer only seeming to want it; and Brandt opening 
a door while appearing to shut it. In the third phase, 
which began in 1982 when a Christian Democrat- 
led government returned to power under the 
present chancellor, Mr Helmut Kohl, the keynote is 
not ambivalence but consensus. Far from reversing 
the Ostpolitik they had shunned a decade earlier, 
the Christian Democrats pursued it with greater 
vigour (although, for tactical reasons they have gone 
on charging that the Social Democrats are too 
chummy with East Germany's communist leaders). 
The truth is that most of them had come to realise 
that the policy demonstrably served the aim of unity 
and no other seemed likely to work better. 


Broken Lance? 


Just as surprising, a consensus between the main po- 
litical parties on nuclear weapons has begun to 
emerge too. At the start of the 1980s a Social Demo- 
cratic chancellor, Mr Helmut Schmidt, faced fierce 
opposition in his party to the deployment of me- 
dium-range missiles in West Germany under 
NATO's twin-track policy (of which Mr Schmidt was 
an author). West Germany's NATO partners judged 
with relief that if Mr Schmidt fell, he would be re- 
placed by Mr Kohl—whose conservatives backed 
taking the missiles. That is what happened. Deploy- 
ment went ahead and in due course medium-range 
missiles on both sides were negotiated away (a vin- 
dication of Mr Schmidt’s course never adequately 
acknowledged by his party since). 

The focus has now shifted to short-range (below 
500 km) nuclear weapons—in particular to the ag- 
ing American Lance missiles deployed in West Ger- 
many but due to be scrapped in the mid-1990s. The 
Americans and British wanted a decision by now on 
“modernisation” —replacing Lance—arguing their 
conventional forces could be retained in the Federal 
Republic only with adequate nuclear cover. 

The Social Democrats reject any replacement 
for Lance. That, on their past form, is no surprise; 
but the government is well on the way to doing the 
same thing. Officially it says no decision needs tak- 
ing until 1992; hence, it hopes, downgrading mis- 
siles as an issue in the campaign for the general elec- 
tion next year. Unofficially it is made clear that the 
decision to delay amounts to a decision against, and 
for reasons similar to those Social Democrats once 
used to oppose medium-range missiles. Just as the 
political left complained West Germany was being 
"singularised" (that is, having to take most of the 
new weaponry), so the political right now charges 
that "the shorter the range, the deader the Ger- 
mans." That phrase does not refer only to West 
Germans. The short-range issue is especially tricky 
because it is the one where western security interests 
most clearly collide with German-German ones. 

No one makes that more clear than the foreign 
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, Mr Hans-Dietrich Genscher, a keen Gor- 
fan and a foe of modernisation. Speaking in 
ent in-April, Mr Genscher noted that the 
issiles would be able to hit “the other part of 
fatherland”, including the town of Halle where 
was born: In his oath of office, Mr Genscher said, 
had pledged to work for the good of the German 
eople, and in his view that meant those in the east 
well as west. 
| Tactically, it was unwise of NATO to negotiate 
away all medium-range missiles with the Russians 
first, leaving only the "German-German"" ones be- 
hind and subject to modernisation. West German 
conservatives had warned that doing things that 
way round would put them badly on the spot with 
the voters, but they were not heeded, Thus there is 
now no political constellation in West Germany 
ready to go along with modernisation, whatever the 
general election brings. Does that mean the Ameri- 
cans and British will march away, along with the re- 
dundant Lances and NATO will unravel? If that were 
the only problem, perhaps not. But there are others. 


Atarms length? 


While polls show most West Germans continue to 
support NATO membership, there is growing resent- 
ment of the burdens involved—like low-flying air- 
craft, military manoeuvres and the huge cost (more 
than DM50 billion is earmarked for defence in the 
1990 federal budget, compared with less than DM3 


billion for environmental protection). People in- 






















































creasingly feel all this is unnecessary and there are 
few in government (let alone the opposition) who 
try hard to convince them otherwise. Mr Kohl, who 
most of the time has got on better than Mr 
Genscher with the Americans, has had several goes. 
But he too seems in retreat these days before the 
popular mood: delaying a decision on modernisa- 
tion; shelving a planned extension of the draft (mili- 
tary service) from 15 to 18 months; scrapping a mis- 
sile-development project immediately after a critical 
report about it appeared on television. In a bid to 
counter Mr Genscher’s growing influence in secu- 
rity matters, Mr Kohl named a clever (but militarily 
inexperienced) party friend, Mr Rupert Scholz, as 
defence minister in 1988. Mr Scholz was a flop and 
was gone within a year. 

Mr Gorbachev has not created this mood; but 
he has been its catalyst. A new generation has 
grown up in Germany which did not experience the 
war, the Berlin airlift, the birth of NATO which kept 
Russian threats empty. Security and freedom (along 
with prosperity) have come to seem part of the natu- 
ral West German order of things, not the results of 
support by the allies, especially America. West Ger- 
mans are not deeply anti-American, but there is 
growing talk of “equi-distance” between the super- 
powers, implying that Germany (with others?) 
might find a worthy role in the centre. Small won- 
der that local disputes about the rights of the allies 
in the Federal Republic often widen these days into 
a debate about national sovereignty as such. 





We're somebody again 


Bs in the 1950s West Germans boasted that 
Wir sind wieder wer ("We're somebody 
again"), referring mainly to the economic miracle. 
Nowadays the phrase is back but with a wider appli- 
cation. The word "fatherland," hardly used a de- 
cade ago, slips more easily off German tongues; 
books on Germany and German-ness are snapped 
up; there is growing interest in history, including 
| the long-taboo topic of the Third Reich (hence a 
bizarre dispute among German historians about 
whether Hitler’s crimes were really worse than those 
of other monsters like Stalin). 

None of this surprises because, with time, the 
statement "We're somebody again" was bound to 
raise the question "Yes, but who!". The odd thing 
is that so far this search for identity has not brought 
a full-scale debate on German unity. Why? 

One answer might be that after 40 years of sepa- 
ration, West Germans have lost interest in uniting 
with their fellow countrymen da drüben (“over 
there."). But it is belied by opinion polls showing 
that as many as 80% of West Germans still support 
reunification, although the majority do not believe 
it will come soon. That result could explain the lack 
of debate, for why waste breath on discussing some- 
thing so distant? But the shake-up in Eastern Ev- 
rope, which can hardly spare East Germany, could 
imply that the long-absent debate is now imminent. 

Or do West Germans just say they want unity, 

but would oppose it in practice? Think of the cost to 
| 61m tich West Germans, cocooned in one of the 
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world’s best-padded social security systems and tak- 
ing aboard 17m poor East Germans. Even the cur- 
rent intake of far fewer immigrants from the east is 
creating strains. On the other hand, consider the 
chances. East Germany looks poor compared with 
its western neighbour, but it is nonetheless one of 
the world's top score of industrial countries and eas- 
ily the economic star of Eastern Europe (admittedly 
a dim galaxy). With discipline and a dogged sense of 
tradition which has survived division and occupa- 
tion by the Russians, the East Germans have 
squeezed results out of a strait-jacketed system. 
Imagine the boom if these mini-miracle workers got 
the boost of a market economy, the spur of profits 
and bonuses and the soaring demand for goods and 
services. A big investment injection from West Ger- 
many would be needed at the start to replace aging 

























If a sense of 
identity comes, 
can unity be far 
behind? 
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plant and machinery and to modernise the infra- 
structure. But the East Germans would not stay a 
burden for long. 

Some people reckon that East Germany has 
gained so strong a sense of identity that it would 
never allow itself to be gobbled up by the Federal 
Republic. That was the claim of the man removed 
this month as East German leader, Mr Erich 
Honecker, aged 77, whose views have consistently 
been shared by his successor, 52-year-old Mr Egon 
Krenz. It was not always so. Mr Walter Ulbricht, Mr 
Honecker's predecessor, used to appeal for German 
unity because, as he put it, "the Germans in the 
west are our brothers, because we love our father- 
land." Only in the 1970s did the leadership change 
tack and seek to encourage the view that East Ger- 
many was and would remain a separate state. The 
formula that the German Democratic Republic "'is a 
Socialist state of the German nation" was deleted 
from the constitution and replaced with “a Socialist 
state of workers and farmers.” 

Does that imply that East Germany will live on 
as an island of Marxist ideology in a sea of East Eu- 
ropean change, proud, stubborn and poor like old 
Prussia? For the answer look at the flow of emi- 
grants, many of them young, who have left homes, 
friends and possessions to come west. More than 
150,000 will have arrived in West Germany this year 
(after about 40,000 last year) and well over 1m more 
are thought to be in the queue. The more who 
come, the more who will pluck up courage to bolt 
too. Even if there is no mass rebellion in East Ger- 
many (and the demonstrations there this autumn by 












tens of thousands of people demanding 
have been the biggest since the abortive up 
1953, crushed with the help of Russian ta 
country risks gradually bleeding to death. O 
ter joke has it that reunification is certain becaus 
time all East Germans will be in the west. 

Suppose free elections were held and the co 
munists dumped. Would not a truly democrati 
German Democratic Republic win the loyalty of its 
citizens? Maybe. But East Germany has been well 
called "an ideology in search of a nation." Remove 
the communists from control in Warsaw and Buda- 
pest and the Polish and Hungarian nations remain; 
remove them in East Germany and what is left? A 
part of the German nation sharing with its western 
neighbour a common language and cultural heri- 
tage. That is why East German leaders equate re- 
forms with suicide. As one of the country's leading 
ideologists, Mr Otto Reinhold, put it in an unusu- 
ally frank interview this August: "What reason for 
existence would a capitalist GDR have next door to a 
capitalist Federal Republic? Naturally none." 

A united Germany would not necessarily be a 
centralised state. Much more likely it would be a 
federal one, giving the east scope to retain a regional 
pride and diversity. That system has worked well for 
West Germany, where areas as diverse as Bavaria, 
Rhineland-Palatinate and the “Free and Hanseatic” 
city-state of Hamburg live in productive rivalry un- 
der a federal roof. It could be just the ticket for the 
two Germanies. 

So what are the problems? Clemenceau neatly 
summed up one of them more than 70 years ago, 
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e talked of “20m Germans too many” (a 
r close to that of the East German popula- 
ow). In principle a united Germany could be 
ain generator of economic power and prosper- 
n central Europe. But might it not, by its sheer 
ght, prove stifling to its neighbours? After all, 
ach Germany on its own is a pretty formidable 
artner and rival within its respective alliance. 

Another problem for the West would be the 
emergence of a united, neutral Germany much 
along the lines of what the Social Democrats aimed 
for in the 1950s. Some Germans of the left talk of a 
big Switzerland (economically strong) with Austrian 
(minimal) armed forces. Germany would be lost to 
NATO, but also to the Warsaw Pact. That would not 
trouble people who believe the alliances are negoti- 
ating themselves away anyway and that Russia has 
become a benevolent power for good. It would ap- 
pall those who reckon that Russia's indefinite 
benevolence is not certain, that it will probably stay 
the dominant power on the Eurasian land mass, and 
that even if it breaks up in turmoil it will continue to 
pose a threat to its neighbours. 


Look west—and east 


Far worse would be the return of a restless Ger- 
many. So far this survey has discussed German 
unity as though it would bring together just the two 
German states. That is the way most people think of 
it and it is the implication of the treaties Mr Brandt 
signed with Russia and Poland ruling out territorial 
claims. But odd though it may seem, Germany con- 
tinues to exist, de jure, in the borders of 1937—in- 
cluding therefore areas like Silesia (now part of Po- 
land) and East Prussia (now part of the Soviet 
Union) which were mainly German for centuries 
but were lost through Hitler's war. This is because, 
owing to Germany's division and east-west discord 
about its future, no final peace treaty has ever been 
signed between Germany and the wartime victors. It 
is a fact regularly drummed in over the years by 
West German conservative politicians—more than 
ever now that they fear a further drift by voters to 
the Republicans, the new far-right party bawling 
that “German interests must come first.” 

A union of the two Germanies might well re- 
open the question of the 1937 borders again. Yet as 
one historian, Mr Golo Mann, has bleakly ob- 
served, the Germans were not satisfied with those 
borders even when they had them. If they were to be 
re-established, Mr Mann wrote, "one can think of 
no reason why Germany should stop there, why the 
whole gruesome film should not be shown all over 
again.” 

These dangers must be clear to Mr Gorbachev 
too. Surely Russia has suffered enough, from the at- 













Krenz and Honecker, two of a kind 


tacks of the Teutonic Knights in the thirteenth cen- 
tury to the Nazi invasion, to be wary of the resur- 
gence of a Germany hard to contain. Indeed, even 
though he may have helped to nudge the doddery 
Mr Honecker out, Mr Gorbachev is not keen to 
destabilise East Germany, least of all by raising the 
spectre of reunification. 

But sooner or later, barring the overthrow of 
Mr Gorbachev and the stifling of the reform move- 
ment he began, perestroika looks bound to take 
hold in East Germany too. Suppose the Russians 
could use the changed circumstances to promote a 
united, neutral (and, they would hope, de- 
militarised) Germany—one whose economic 
strength could help forge a more competitive Soviet 
Union in the next century. Seen from Moscow, 
might not the benefits of such an arrangement out- 
weigh the risks? The very idea causes shivers in the 
West, with its memories of other Russian-German 
get-togethers, such as the Rapallo treaty in 1922 and 
the Molotov-Ribbentrop pact in 1939. 

Unlikely? Remember Russian-German ties have 
not been only bitter. Thousands of Germans emi- 
grated to the Russia of Catherine the Great, who 
admired their economic skills; German firms like 
Krupp and Siemens played big roles in Russia’s 
industrialisation; Marx gave the Soviet Union its 
ideology (maybe a point not to be stressed these 
days); German Kultur was held in high esteem in 
Russia and many German intellectuals felt an al- 
most mystical attraction to the east—like the poet 
Rilke who wrote “that Russia is my homeland is one 
of the great and mysterious certainties of my life.” 
Nowadays the two sides get on fine. Even Mr Gor- 
bachev, used to getting more cheers in the West 
than he does at home, seemed startled by the eu- 
phoric reception he got in Bonn in June. 





Neighbourliness 


Hs West German government has a prompt 
answer to all those concerns: if you are so wor- 
ried that we will drift off to the East then bind us to 
Western Europe. We are happy to be bound. We 
want closer economic integration and are ready to 
give up sovereignty to a European parliament with 
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real power. If others (a swipe at Britain) had been as 
keen, we would be a lot further on and fears of a 
Germany "swimming free" would be even more 
unjustified. 

There is much in that. Mr Kohl and Mr 
Genscher have put a lot of effort into EC policy. 


Lilliputians of 
Western Europe, 
unite to bind the 
German Gulliver 
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Genscher pushes for monetary union... 


They envisage a future in which a tightly integrated 
Western Europe will have forged close links with a 
newly democratic Eastern Europe, thus overcoming 
the continents and Germany's division. 

Visions apart, West Germany has a vital eco- 
nomic interest in strengthening the EC, which ac- 
counts for about half Germany's trade and more 
than 6096 of its massive export surplus. On balance, 
it stands to gain still more from the single market 
due to start at end-1992. Compared with that, the 
share of Comecon in West German trade is puny 
indeed—less than 596—making it plain that the 
east could be no substitute for the EC market, 
though it might well become a fast-growing addition 
to it. 

Even so, this vital economic interest has not 
made West Germany a model European. While 
preaching budgetary discipline and free trade, it 
fought at least as hard (latterly harder) as the French 
for a wasteful, trade-distorting common farm policy; 
it accused other member states of subsidising indus- 
try while doing the same itself; and it preserved 
monopolies in postal services and transport and 
kept its financial sector wrapped in a cocoon of 
regulation while extolling the virtues of competition 
and open markets. Much of this has begun to 
change since Mr Kohl came to power calling for a 
Wende, a turnaround in policy designed to chop 
back the state’s role and to encourage private initia- 
tive. But progress has been slow, as a later section of 
this survey shows. 

The government trumpets its support for eco- 
nomic and monetary union including a European 
currency, the ecu. But the powerful Bundesbank, 
the Frankfurt-based central bank which is indepen- 
dent of the government by law, is much less keen. It 
sets conditions for such a union hard, maybe impos- 
sible, to fulfil. The government could try to clip the 
Bundesbank’s wings by changing the law, but it is 
not certain it could get the necessary parliamentary 








































majority. The Bundesbank has huge pres' 
bulwark against the kind of hyperinflation 
destroyed German money twice this century. 
sault on its independence would raise a s 
Moreover, the Bundesbank’s wily president, 
Karl Otto Póhl, is more than ever on his guard si 
Mr Kohl, with almost no warning, press-ganged t 
Bundesbank into a Franco-German finance counc 
set up by treaty at the start of last year. Mr Póh 
feared that taking part in the council, where he is 
outnumbered by politicians, might prejudice the 
Bundesbank's autonomy. That fear has proved 
largely groundless, but the Bundesbank is deter- 
mined not to be caught out again. 

That incident shows Mr Kohl really has been 
trying to further Franco-German relations and 
hence, he believes, European integration too. His 
main aim was to get a Franco-German defence 
council set up to accelerate bilateral military co-op- 
eration and pave the way for a European army one 
(distant?) day. In return for the defence body, the 
French insisted on the financial one in order to put 
pressure on the Bundesbank, which is inclined to 
scorn French monetary schemes. 

Despite the defence council and other initia- 
tives, Franco-German defence co-operation remains 
rudimentary and lots of questions remains unan- 
swered. A joint Franco-German brigade has been 
formed amid much ballyhoo, but it adds little to the 
defence of either country. That would not matter 
much if there were evidence of a long-term plan for 
military integration; but there is not. One question 
is whether France would place its nuclear force de 
frappe at the disposal of a joint European defence 
force. If so, would the West Germans, who have no 
nuclear weapons and have pledged never to acquire 
them, gain a “finger on the nuclear trigger”? Some 
pundits argue that nuclear weapons as part of a Eu- 
ropean defence force would be more acceptable to 
West Germans than American ones as part of 




























... Wait a minute, cautions Pohl 
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NATO. Maybe, but the French themselves stress 
their own force could be no substitute for the nu- 
clear guarantee the Americans can offer. Perhaps a 
Franco-British nuclear force would be better able to 
do so. But that would presuppose a quantum leap 
forward in nuclear co-operation between the two 
countries, of which there is little sign. 

France's record on European integration is 
hardly immaculate. But after three wars with Ger- 
many in less than a century, culminating in Nazi 
occupation, France has good reason to give priority 
to "binding the Germans in". Hence its drive in the 
early 1950s for a European Coal and Steel Commu- 
nity (to make a Franco-German war “not only un- 
thinkable but materially impossible", as the then 


Personalities and politics 


HE leaders of West Germany have always had 

to be foreign-policy jugglers, trying simulta- 
neously to keep transatlantic ties close, strengthen 
relations with France which long (now less so) 
sought to woo the Germans away from the Ameri- 
cans, and develop Ostpolitik under the suspicious 
stare of their western partners. The Gorbachev 
challenge makes the trick harder still. It may not be 
impossible to keep all these balls in the air at once— 
western commitments, eastern opportunities and 
all-German interests. It is the sort of challenge Bis- 
marck, a master diplomatic conjuror, would have 
loved. But it will need skilled statesmen and domes- 
tic political stability. 

Neither looks likely. Mr Kohl is a formidable 
party politician with a nose for power, but—to say 
the least—he lacks the consistency and finesse of a 
Bismarck. Mr Genscher at least has finesse and the 
keenest ears in Bonn for the first sounds of ap- 
proaching domestic political danger. He is a great 
survivor, keeping his foreign minister's job for 15 
years through a coalition change from centre-left to 
centre-right engineered by the Free Democratic 
party he led until 1985. In the 1970s he shone as a 
defender of NATO interests against neutralist ten- 
dencies on the government coalition’s left; in the 
1980s his quick switch to a “take Gorbachev at his 
word” approach put him under fire from the right. 
That programme helped give a high profile to the 
Free Democrats, a little party never far from oblit- 
eration. But his tactical skill makes him often mis- 
trusted at home and abroad. Even those who have 
worked with him in government for years find it 
hard to fathom him. His relations with Mr Kohl 
have chilled a lot during the seven years they have 
been government partners; those with Mr Kohl's 
predecessor as chancellor, Mr Schmidt, were never 
warm. “A tactician without a concept," snapped 
Mr Schmidt. j 

The man who now leads the liberals, Count 
Otto Lambsdorff, a former economics minister, pre- 
fers blunt talk to tactics. Wherever he goes the 
sparks fly, but he is rarely the object of smouldering 
resentment as Mr Genscher is. Their broad ap- 
proach is the same, to co-operation in the east and 
integration in Western Europe; but Count 
Lambsdorff is harder-nosed on the detail. He has 


French foreign minister, Maurice Schuman, 
for the EC in 1958, the Ems in 1979 and na 
European union. Britain for much of the tin! 
either sat on the sidelines or acted as a brak 
would be good to feel that when the Germans 
days invite their partners to bind them in, a Briti 
government were keen to take them up on the offe 
Even a tightly integrated Western Europe migh 
find it hard to contain a united Germany, but it is 
still worth a good try. One modern German author, 
Mr Martin Walser, wrote that “the more Europe 
absorbs us, the more pleasant it will be to be a Ger- 
man.” That might fairly be rephrased to “the more 
Germany is absorbed, the comfier it will be to be a 
European.” 



















also cultivated ties with the British and Americans 
more diligently than any other active West German 
politician. That probably puts him first in line for 
the foreign minister's job if Mr Genscher's poor 
health (he has twice been in hospital over the past 
year) forces him to give it up and the current coali- 
tion continues after the next general election. 
Those are two big "ifs". 

Among the opposition Social Democrats, there 
are two men to watch. One is Mr Hans-Jochen 
Vogel, aged 63, a workaholic and disciplinarian who 
has done much to make his party a tighter ship since 
taking over from the dreamy Mr Brandt in 1987. 
The other is Mr Oskar Lafontaine, aged 46, premier 
of the Saarland, whose expression of choir-boy in- 
nocence belies his political cunning. The two are ri- 
vals to become “‘chancellor-candidate”—the person 
who will lead the party in its bid to unseat Mr Kohl 
in the campaign for the general election in Decem- 
ber next year. 

Some Social Democrats muse that Oskar would 
be the better candidate (youngish, eloquent, good 
on television), Hans-Jochen the better chancellor 
(solid-looking and with nine years’ ministerial ex- 
perience in the Brandt and Schmidt governments). 
But would it really make much difference who be- 
came government leader? A few years ago it would: 
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have seemed to do so—Mr Vogel a man of the party 
centre, Mr Lafontaine well to the left, slanging 
NATO and flirting with the radical Greens. These 
days the two differ more in style than substance. 
Neither would accept deployment of new American 
missiles, both urge radical tax reform and ecology 
policies and even Mr Vogel does not flatly rule out a 
coalition in Bonn with the Greens. How can he, 
now that een government alliances have been 
formed in West Berlin and Frankfurt this year? 

Neither the left nor the right has a leader with 
the conviction and oratory of a Helmut Schmidt, 
who has retired from politics, or a Franz Josef 
Strauss, the leader of the Christian Social Union, 
Bavarian sister party of Mr Kohl's Christian Demo- 
crats, who died last year. The man who comes clos- 
est is Mr Richard von Weizsäcker, a Christian Dem- 
ocrat re-elected in May to a second five-year term as 
federal president. Balanced and eloquent, he finds 
the right words when most German politicians seem 
tongue-tied; witness his 1985 speech, admired far 
beyond West Germany, marking the 40th anniver- 
sary of the second world war's end. But while he has 
great moral authority, the constitution gives him lit- 
tle practical political power. 


Fringe elements 
Personalities apart, West German politics is becom- 
ing more volatile. The rise of the far right this year is 
the clearest example, but well before that both big 
parties, Christian Democrats and Social Demo- 
crats, were losing support to the fringes. This marks 
a reversal of the broad trend since the country was 
founded in 1949, a trend to fewer parties and a 
stronger centre, and it seems bound to make the 
task of government-building tougher. 

Bear in mind two points. The West Germans 
have a system of (modified) proportional represen- 
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Chancellor-candidates: Lafontaine and Vogel 


tation which makes it hard for any single party to 
get a majority, especially in a nationwide election, 
and hence fosters coalition government. There is 
also a rule that only parties getting at least 596 of the 
vote can have seats in parliament—thus, in princi- 
ple, keeping at bay the kind of splinter parties which 
bedevilled the Weimar Republic. For the first 20 
years the Christian Democrats were always in 
power, partly with the Free Democrats and later 
(1966-69) in a "grand coalition" with the Social 
Democrats. The latter were able to win more votes, 
and finally a place in government, only after dump- 
ing most of their Marxist ballast in the late 1950s 
and becoming a moderate party of the centre-left. 
The Christian Democrats were forced into Opposi- 
tion in 1969 by a coalition of Social Democrats and 
liberals, and returned to power only in 1982 when 
the Free Democrats swapped partners again. 

That may look dull compared with the multi- 
party spice of, say, Italian politics; but with Weimar 
and Hitler behind them the West Germans have 
not been out for excitement. The liberal party, 
which rarely got as much as 1096 of the vote, had 
inordinate influence as a power-broker, but it 
helped prevent sharp swings in either direction. It 
was easy to forget that in principle other small, less 
moderate, parties might win similar influence. In 
the first Bundestag there were 11 parties (including 
communists) but most vanished following the pas- 
sage of the 5% rule in 1953. The far-right National 
Democratic party came close to getting into the fed- 
eral parliament when it won 4.396 of the vote in the 
general election in 1969. But it faded quickly 
afterwards. 

The rise of the Greens in the late 1970s changed 
the picture, though they did not win parliamentary 
seats until 1983 and their demise has often been 
predicted ever since. Two factors helped the Greens 
get established; their anti-nuclear, pro-environment 
stance drew Social Democratic left-wingers frus- 
trated by the constraints of coalition government 
under Mr Schmidt; and their flaunting of tradition 
and disrespect for authority tickled the young. 
Other parties have since echoed Green demands, 
especially to clean up air and water and "save the 
German forests." The general trend to party fission 
has hit the Greens too, bringing a running feud be- 





20 SURVEY WEST GERMANY 


WAKB3E 


Watching over 


your health. 


If you knew what was in the air, it 
would take your breath away. Air 
pollution is damaging our life-giving 
atmosphere. Of course, dirty air 
doesn'tstop atfrontiers.If pollutants 
cannot disperse - when it's foggy 
or the air becomes trapped by 
atmospheric conditions and there's 
no wind - things can become 
critical. Smog can threaten every- 
one's health. 

The latest systems from AEG - 
in use night and day - recognise 
any dangers from the air in good 
time. Networks measuring air 
quality are on the increase. In 
Germany alone, they spread 
throughout Hesse, Bavaria, and 
North Rhine-Westphalia. Here, 
strategically placed stations record 


the pollutants in the air as wellas the 
meteorological parameters - for 
immediate processing on micro- 
computers. Then the data is trans- 





GeAmatics 





ferred to powerful computers in the 
central recording offices, so that 
qualified personnel are kept con- 
tinuously informed of the actual 
state of the air. They can recognise 
trends and, if necessary, initiate 
measures against polluting emis- 
sions. 

Typically, we use Geamatics -= 
our system of automation - to car- 
ry out environmental protection 
tasks. And it can be applied in wa- 


ter monitoring, flue gas cleaning 
and sewage treatment too. 

We provide the technology 

which helps man advance. In auto- 
mation, the office and communica- 
tions, in electrical systems and 
components, consumer goods, 
microelectronics and transporta- 
tion systems. 
Headquarters: AEG Aktiengesell- 
schaft Theodor-Stern-Kai 1 
D-6000 Frankfurt 70 West 
Germany 


i Ls j 
Member of the Daimler-Benz-Group 





THE ECONOMIST OCTOBER 28 1989 





tween "Realos" who are ready to compromise to 
gain government power and "Fundis" who want to 
keep Green policies pure. The party nonetheless 
ae enough loyalty to keep it above the 5% 
mark. 


Backlash on the right 


The rise of a new party on the radical left has been 
followed a decade or so later by an upsurge of the far 
right, notably through the creation of the Republi- 
cans party. Some analysts argue that a backlash 
against the Greens was bound to come sometime, 
but it has had several catalysts. Mr Kohl's Wende 
turned out to be too feeble for people who hoped 
for a Thatcherite revolution and a tougher line to- 
wards communists. Conservative voters were fur- 
ther angered by the efforts of Mr Heiner Geissler, 
until September general secretary of the Christian 
Democratic party, to scoop up support on the mod- 
erate left; and the death of Strauss lost the right 
wing its most forceful advocate in the government 
coalition. 2 

On top of that came a sharp rise in immigra- 
tion. In 1988 there was an inflow of nearly 40,000 
Ubersiedler (people who have “moved over" from 
East Germany); 204,000 Aussiedler (ethnic Ger- 
mans who have “moved out” of other Eastern Euro- 
pean states and the Soviet Union); and 103,000 
other people coming from all over the world and 
seeking to stay under West Germany's liberal politi- 
cal-asylum rules. That grand total of nearly 350,000 
will rise this year to well over 600,000. The influx 
stands to bring economic benefits, referred to later 
in this survey. But it also creates fear and resent- 
ment, especially among the poorer West Germans 
who see the newcomers as competitors for jobs and 
housing. Hence the drift to the far right is weaken- 
ing not only the conservative parties. The Social 
Democrats have been losing votes in that direction 
too as well as the other way—to the Greens. 

All these factors came together in January to 
produce a shock election result in West Berlin, a city 
with a high jobless rate, a housing shortage and a lot 
of foreigners. The ruling Christian Democrats 
slumped and went into opposition. Their govern- 
ment partner, as in Bonn the Free Democrats, 
dropped below 5% and hence out of the city parlia- 
ment. The Republicans came from nowhere to take 
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7.596. The paradoxical result was a coalition, shaky 
but still in power, between the Social rats, 
whose support stagnated, and the Alternatives (Ber- 
lin Greens) who gained. Further successes for the 
far right followed in Frankfurt (again allowing a red- 
green alliance to boot out the Christian Democrats) 
io in the elections for the European parliament in 
une. 

The government has reacted with efforts to 
stem the flow of asylum-seekers (that is, the non- 
Germans) and ensure that those whose applications 
are refused are sent home promptly (which rarely 
happens now). lt is also trying to ease the housing 
problem. But none of that seems likely to beat the 
Republicans back below the 596 mark. They have a 
forceful leader in Mr Franz Schónhuber, a former 
Waffen-ss volunteer who was a pal of Strauss until 
falling out with him over Ostpolitik in the early 
1980s. And they now have plenty of money to build 
up across the country, having so far been confined 
mainly to Bavaria. This is thanks mainly to West 
Germany's (almost certainly over-generous) party- 
funding rules through which the state pumps cash 
to parties getting at least 0.5% of the vote. The Eu- 
ropean election alone netted the Republicans about 
DMl6m. 


Change partners? 

All that makes the outcome of the next general elec- 
tion extraordinarily hard to predict. Until the end 
of 1988 it seemed probable that Mr Kohl, despite a 
lot of setbacks, would be returned to power with the 
Free Democrats again. The rise of the Republicans 
and the emergence of red-green coalitions this year 
changed the outlook. Mr Kohl hastily scrapped or 
shelved unpopular steps (notably in the tax and mil- 
itary field) and reshuffled his cabinet. So far that has 
not pulled many voters back his way. 

Count Lambsdorff would prefer to continue 
the present alliance between his liberals and Mr 
Kohl. But Mr Genscher seems (a word often used in 
his connection) increasingly ready for a back somer- 
sault to the Social Democrats whom the liberals 
ditched in 1982. Influential Social Democrats don’t 
reject the idea. They would face tough arguments 
with Count Lambsdorff, who loathes socialist eco- 
nomics, but are almost at one with Mr Genscher on 
foreign and security policy. Failing that, the Social 
















Die Wende was 
not wonderful, but 
the economy 
booms nonetheless 


Democrats ponder a coalition with the Greens. The 
latter would have to drop their demands that West 
Germany leave NATO forthwith, but the pill would 
be sweetened by the Social Democrats’ anti-missile 
stand and their view that billions of D-marks can be 
chopped from the defence budget. 

In practice, however, none of these coalitions 
may be possible. Take the result of the election to 
the European Parliament—cpu/csu 37.8%, sPD 
37.3%, FDP 5.6%, Greens 8.4% and Republicans 
1.196. A similar one at the general election would 
leave the following pretty grim options: a shaky mi- 
nority government of the left or right; a “grand co- 





alition” between the Christian Democrats and So- 
cial Democrats which would probably strengthen 
the extremists outside parliament as it did in the late 
1960s; or a so-called "traffic light" coalition be- 
tween reds, greens and yellows (liberals) which 
would be hard to maintain for long. What if the Re- 
publicans picked up enough support (the potential 
far-right vote countrywide is estimated at about 
15%) to play king-maker to Mr Kohl and his conser- 
vatives? Mr Kohl has ruled out such an alliance and 
not long ago the very idea would have seemed pre- 
posterous. Now it is a dim, but nonetheless nasty, 
possibility. 


— 





Back on course 


SN'T it odd that the government is unpopular 

and the political future misty at a time of eco- 
nomic boom? Remember the dismal picture at the 
start of the decade which, more even than the mis- 
siles dispute, broke up Mr Schmidt’s coalition. Hit 
hard by the second oil shock, West Germany had a 
decline in GNP and ran the biggest current-account 
deficit in the western world. Other countries were 
badly hit too, but the Germans had pulled so breez- 
ily through the first oil shock in the mid-1970s that 
their plight a few years later seemed all the more 
dire. There was much Teutonic soul-searching and 
taunts from abroad; the “miracle-workers’”’, it was 
said, were good at the technology of the nineteenth 
andi but lost in a world of microchips and ro- 

ts. 

For an overview of what has happened since 
then, take a look at the charts below. Note how eco- 
nomic growth and investment have picked up 
strongly after a slow start; how the number of peo- 
ple in jobs has grown (although unemployment rose 
until recently too, because more people were com- 
ing on to the labour market); how inflation has 
stayed modest by almost anyone's standards and ex- 


ternal surpluses have soared to new and embarrass- 
ing records. Real incomes have jumped, use of ca- 
pacity is high. True, the Germans got a head of 
steam going thanks to the American import boom 
generated by Reaganomics; and their surpluses now 
are swelled partly by an undervalued D-mark. They 
also have some problems with modern technology, 
including a fear of the atom which has caused them 
to give up on nuclear-reprocessing plans and rely on 
the French and British instead. But most of the data 
shown, plus other evidence like a strong flow of pat- 
ents and sturdy R & D spending, indicate that the 
earlier pessimism about the German economy was 
overdone. 

Doesn't that imply that Mr Kohl's Wende—his 
prescription for a brave new flexible Germany— 
should be getting cheers, not jeers? Not really. Con- 
sider the following, incomplete, list to get the feel of 
what Mrs Thatcher would no doubt call "the wet 
German revolution." 
€ Deregulation. The massive Bundespost has been 
split into three parts (for post, telecoms and bank- 
ing) and opened up more to competition; but it 
broadly keeps a monopoly for network transmission 
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PLUG INTO EUROPE 


Hessen, West Germany's most centrally 
located federal state, is a preferred location 
for companies seeking to conduct business 
profitably in the lucrative German and 
other European markets. 
























Your one-stop source of support and advice _ 
on the attractive potential offered by Hessen | 
is the HLT Group. Our services include: : 
O Industrial settlement assistance O Plan- 
ning of industrial estates O Counsel on 
cooperation of joint venture opportunities 
O Information and handling of all public 
financial incentives O Economic and 
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The HLT-Group Hessen » Abraham Lincoln-Strasse 38— 42 

D-6200 Wiesbaden West Germany © Telephone (06121) 774-0 
Telex 4186127 - Telefax (06121) 774-265 
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or visit the 
Business Information Service 
at Airport Frankfurt 

Airport Center - 9th Floor 
Monday - Friday, 8a.m.—7 p.m 
Tel. (069) 690-5363 or 5463 
Telefax (069) 6905323 
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Mitsubishi Nederland B.V. 


Rotterdam, Netherlands 


DM 80,000,000 
6/4 Deutsche Mark Bearer Bonds of 1989/1996 
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Mitsubishi Corporation 
(Mitsubishi Shoji Kabushiki Kaisha) 


~ Private Placement - 
Bank of Tokyo (Deutschland) 
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Frankfurt is the hub 


and telephone services. Despite EC pressure, the 
transport business remains heavily regulated; and 
after a years-long battle in the retail trade, shops are 
being allowed to stay open later on Thursdays so 
long as they close earlier on some Saturdays. Big 
deal. 

e Subsidies. The government promised to chop 
them but hasn’t. There are all sorts of definitions of 
what constitutes a subsidy, and the government's is 
a narrow one. But taking cash subsidies alone, those 
which directly lower market prices, German govern- 
ment subsidies (federal and regional) rose from 
1.8% of GNP in 1982 to 2.296 last year (whereas 
those in Britain and France were cut to below 2% 
over the same period). Among the big recipients of 
aid are farmers, coalminers and the railways. 

e Privatisation. After a slow start, the government 
has got rid of big stakes in companies like Veba (en- 
ergy) and Volkswagen (vehicles). All in all, it has 
netted about DM7 billion from the sales between 
1984 and 1988. But it aims to keep a majority 
shareholding in Lufthansa (although it has cut its 
holding), and does not plan a true Bundespost pri- 
vatisation on British Telecom lines. 

e Tax reform. Between 1986 and 1990 the govern- 
ment will have handed out a net DM50 billion 
(roughly 242% of GNP) in tax relief. But the cut in 
the top income tax rate from 5696 to 5396 is hardly 
the incentive to high-fliers that Mr Kohl said he 
wanted to encourage. Perversely, the government 
has spread its reforms over several years, as though 
trying to ensure voters would not notice them (they 
hardly have); and after bringing in what it called an 
"essential" withholding tax on interest income in 
January this year, the government scrapped it again 
in July. 

Fortunately, not all change depends on govern- 
ment action. The Bundesbank has helped liberalise 
the capital market, by giving among other things the 
go-ahead to new financial instruments it previously 
shunned and by improving conditions for foreign 
banks in West Germany. The country’s archaic 
stockmarket, split up between eight regional ex- 
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changes, mostly tiddlers, is getting its act together at 
last and is increasingly centred on Frankfurt, which 
has consolidated its role as West Germany's finan- 
cial capital. But the market has been woefully slow 
in setting up a futures exchange, which will start op- 
erating only next January—long after the British 
started a futures market in German government 
bonds. And the government perversely holds to an 
antiquated stockmarket turnover tax (after pledging 
to abolish it) which drives a lot of business off to 
foreign centres. 

True, Mr Kohl faces obstacles Mrs Thatcher 
does not, including the decentralised authority of a 
federal system and the pressures of coalition govern- 
ment. But the best one can say of the Wende is that 
it lacks élan. So where does the country’s economic 
health come from? 


Lights under bushels 


The answer is from companies far more shock-proof 
and adaptable than is widely realised, because they 
keep most of their strengths out of sight. Where 
others boast of growing market share, West Ger- 
mans like to stay mum; where Anglo-Saxon bosses 
trumpet about an increase in profits, their German 
colleagues mutter about "satisfactory results"; 
where the Japanese are inscrutable, the Germans of- 
ten manage to be invisible. 

How so? Doesn’t West Germany have some of 
the world’s most renowned firms? It does, and some 
of the main ones will be reviewed briefly. But be- 
hind them is a largely hidden army of small and me- 
dium-sized businesses called the Mittelstand. Ger- 
mans have long disputes about just which size of 
firm is covered by the term, but hold fast to the facts 
that companies with up to 500 workers apiece ac- 
count for roughly half the country's GDP, employ 
two-thirds of its workforce, train most of its appren- 
tices and produce most of its patents. 

Many are family-owned, most are flexible, inno- 
vative and ultra-private. They would loathe having 
to disclose any information which might help a 
competitor and, even more, having to pay dividends 
to nosy shareholders when the money could be bet- 





Mittelstand teddy bears 




























ter ploughed back into the business. Hence while 
there are only about 2,000 Aktiengesellschaften— 
AGs—in Germany (public limited companies sub- 
ject to fairly tight disclosure rules), there are around 
310,000 GmbHs (limited liability companies) which 
need to make public next to nothing. Around 100 
companies, mostly small, have gone public with a 
stockmarket listing in the past seven years and a lot 
more are on the way to doing so. But that does not 
slim the battalions of the secret army by much. 

This picture seems at odds with much of the 
news about big German companies getting bigger 
by gobbling up smaller ones. True, there are pro 
lems of concentration and eroding competition, es- 
pecially in the food industry; but big groups often 
shed activities which no longer fit their strategy 
while buying others they think will. Moreover, lots 
of little companies are starting up in West Germany. 
Many fail quickly. But whereas up to the mid-1970s 
there were more companies going bust than were 
being founded, since then (and hence starting be- 
fore the Wende) the position has been reversed. 
Nowadays there are some 50,000 more newcomers 
annually than dropouts. Their survival chances are 
improving because they can call on more venture- 
capital outfits (like Techno-Venture of Munich, the 
biggest) to give management advice as well as 
money. 


Big battalions 


Towering above these tiddlers are the famous firms, 
though even they have more secrets than you might 
think. They include: 

e Daimler-Benz, diversifying strongly away from ve- 
hicle-building, though its luxury Mercedes cars still 
account for the biggest chunk of its profits. Its 
planned purchase of Messerschmitt-Bólkow Blohm, 
which got the government go-ahead in September, 
in addition to its other recent takeovers like AEG 
(electricals), Dornier (aerospace) and MTU (engines), 
will make Daimler a major force in European aero- 
space and consolidate its role as the country’s big- 
gest arms-maker. 

€ Siemens, the long-sleepy electricals giant, is at last 
plundering its DM20 billion cash hoard to buy a 
stronger presence abroad, especially in America, 
Britain and France. Less visible but just as vital, it 
has shaken up its management structure to cut bu- 
reaucracy and speed decision-taking. 

- € The three chemicals giants, Bayer, Hoechst and 
BASE, pulled strongly out of the business trough at 
the start of the decade, restructured to higher-mar- 
gin products and have spent billions from their 
booming profits to get a stronger presence abroad, 
especially in America. 
€ Bertelsmann, a Westphalian company which be- 
gan as a printer of prayer books, has become one of 
the world's biggest media concerns following its 
takeover of RCA Records and Doubleday, the pub- 
lishers, in America. 

On the financial side, there has been no British- 
style “big bang" but a steady attrition of fossilised 
structures and a growing readiness to cross old de- 
marcation lines. The banks, for instance, are press- 
ing into insurance to claw back part of the growing 
sums Germans are ploughing into life policies; and 
the insurers are hitting back. The top firms are: 

@ Deutsche Bank, West Germany’s biggest. It has 















been expanding hard in Italy, Spain and Britain and 
plans to do so in France so as to be better placed to 
take advantage of the single market; at home it has 
been driving into property, management consul- 
tancy, venture capital, and has just begun operating 
its own life-insurance outfit. 
e Allianz, Europe's biggest insurance group. It has 
responded to the challenge from Deutsche by forg- 
ing close links with Dresdner, the country's second- 
biggest bank. Allianz too has gone on a spending 
spree in the EC, knowing that in the single market 
the heavily protected German domestic insurance 
business will face a tougher squeeze from outside. 
Ask why German firms do well and you hear 
much about trade unions whose bark is worse than 
their bite, and about a vocational training system 
which is probably the world's best. Oddly, good 
management is less often mentioned. Yet if West 
Germany can be said to have an elite, it is surely in 
business, not politics. Its members are rarely linked 
by an "old school tie" or common management 
studies (West Germany has no business school with 
international clout—which, some cynics claim, is 
the real secret of German economic success). Nor 
do they have political ambitions. Not that they are 
apolitical; Mr Edzard Reuter, chief of Daimler, is a 
committed Social Democrat, Mr Alfred 
Herrhausen, boss of Deutsche Bank, is an adviser to 
Mr Kohl (though his council seems to fall on stony 
ground). But few business chiefs go into politics or 
vice versa. The two worlds are set apart as they are 
not, for instance, in America. 


Hidden charms 


These bosses are probably not, more diligent or 
pragmatic than their foreign peers, but they may 
well be more canny; and they enjoy a highly effective 
mutual information and contact system, thanks to 
the stakes German businesses have in one another 
and the places managers have on other companies’ 
supervisory boards. This private network is 

most expertly (though not exclusively) by the banks 
and insurance companies. For a glance at just one 
corner of it, take Munich where the Allianz group 
has close to 25% of the Bavarian Hypo bank, one of 
the country's biggest: Mr Klaus Gótte, former fi- 
nance chief of Allianz and now boss of a Munich- 
based engineering group, MAN, is supervisory board 
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on the move prefer 
| Frankfurt. 


In the restructured Europe after 1992 West Germany, k 
one of the world’s biggest economic success stories, | 
will play an even more signifant role. d 
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German Brief, a monthly English language newsletter | 

with a four-page weekly supplement, is published by | 
Frankfurter Allgemeine Zeitung GmbH Informations- _ 
dienste, a division of West Germany's most respected d 
daily newspaper. As well as reviewing and oan | 
on major political and economic events, German Brief - 
keeps you informed on likely developments within the | 
key sectors of German industry and is a vital addition — 
to the international business person's reading. ‘ 
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Companies on the move know from experience 
that the chances of doing business profitably are 
greatly improved if they operate from a base that is 
also on the move - where decision-making comes 
naturally. 

That's why so many domestic and international 
companies have selected Frankfurt, West Germany's 
financial and commercial capital. 

Where prominence in banking and business 
enables enterprising, bottom-line companies to get 
things done. Where innovation flourishes and 
resourcefulness is rewarded. And where Europe's 
biggest freight airport provides access to the inter- 
national marketplace. 

If your company is on the move, you'll feel at 
home in Frankfurt. Make the first move by writing 
today for a complimentary copy of our information 
brochure "Frankfurt. Preferred by decision-makers.” 


German Brief also provides subscribers with: | 
* Facts and figures on economic developments such as E 
exports and imports, balance of trade, consumertrends | 
and inflation rates. f 
* Anexclusive rating system of 9 key German industrial | 
sectors showing current levels of activity and forecasts 
for the coming 12 months. 

* Profiles of leading West German companies and | 
smaller but significant exporters. i 
* Information on major trade fairs, conferences and | 

other events well in advance. 1 

* A free copy of the German Handbook updated — 
annually. N 
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I would like to subscribe to German Brief for one year at DM 
802.50 or US $ 440 inc. postage and I claim my free copy of 
the German Handbook 
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Address 









Postcode 
Telephone Fax Telex 


O I enclose a cheque for DM 802,50 or US $ 440 

made payable to Frankfurter Allgemeine Zeitung GmbH 
or European Business Publications, Inc. 

O Please bill me/my company 







3. 
25» FRANKFURT AM MAIN 


Wirtschaftsfórderung Frankfurt GmbH 
Grüneburgweg 102, 6000 Frankfurt am Main 1 
Federal Republic of Germany 

Tel.: (691 15308-0, Telex: D 4170089 

Telefax: 169) 15308-230 











Return this form to: Monika Weigel, Frankfurter Allgemeine 
Zeitung GmbH Informationsdienste, 

P.O.Box 10 08 08, D-6000 Frankfurt/Main 1, West Germany 
or Robert F. Rahn, European Business Publications, Inc., 

P.O. Box 891, Darien, Connecticut 06820, USA. 
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y^ The creation of the Single European Market will mean enormous 
/ opportunities for organizations with the vision, the skills, and the 
resources needed to profit from the vast potential the new market will 
(4 generate. And the New Europe will call for banks with a clear European 
// and global perspective - and the service capabilities to match. 


Bayerische Landesbank is such a bank. One of Europe's leading 
wholesale financial institutions headquartered in Munich, West Germany, A 
/ wi ith consolidated total assets of DM 142 billion, we provide a broad — S, 
os of international banking and finance services. These include: 



















// e Trade finance / 
/ Head Office Brenner Str 20 





// e Euromarket operations in all major currencies // 8000 München 2. Tel. (89) 
P d e International syndications P: á 2171-01 Telex 
// * Management of bond issues / wi con ve 
// * Placement and trading in securities / 2470056; New York, Tel 
Ce Issuing business ona large scale (our own bonds are rated AAA and Aaa) Ja » Hog Parr maneio 
Landesbank — Inter 


/ e Presence in key international financial markets such as Tokyo, London, // rische 


VA national $ A Luxembourg 


/ Singapore and New York (including our IBF and Grand Cayman Branch) as / Ta. 4759104 









/ well as a wholly-owned Eurobanking subsidiary in Luxembourg PB. erani 
0135; Pars. Te 4067 
VA Let us be one of your major assets in the New Europe, and beyond. / NN ayy 
Talk to Bayerische Landesbank — rated AAA. Z Vhannesbury, Tel: 8381613 


Bayerische Landesbank 


Advanced Banking — Bavarian Style 
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chairman of the Hypo. Allianz has 25% of 
Münchener Rückversicherung (Munich Re), the 
world’s biggest reinsurance group which in turn has 
25% of Allianz. Both Munich Re and Allianz have 
stakes in a holding company which has more than 
25% of MAN. And so on and so on. 

Even the big AGs bound to public disclosure of 
ten manage o lin plenty out of sight. They are 
masters in the art of “burying” profits, in pension- 

provisions, accelerated depreciation and the 
like, so that the true strength of the company is 
hard, often impossible, for outsiders to judge. The 
banks d to disclose their full pti aee 
revealing "partial" operating profits which ex- 
clude the often hefty earnings from own-account 
trading. The figure they show for their reserves gives 
little clue to how much they have really stashed 
away (for instance, to cover lending risks to the 
third world) because German accounting rules per- 
mit the formation of "hidden reserves" whose ex- 
tent is known only to the banks and the taxman. 

R hearing German companies groan 
that their capital base is weak, especially compared 
with that of foreign competitors? But the figures 
produced do not include hidden reserves and so 
comparisons are hard to make. The statistics also 
show what looks to be a crushing corporate tax bur- 
den, which can take over 7096 of undistributed 
profits, far more than in most other rich countries. 
But then German tax allowances are generous too, 
so the top rate looks more scary than it is. 

Hence it is easy for outsiders (and even some 
insiders) to conclude that the German economy is 
basically weaker than it really is. Maybe many Ger- 
man companies are happy about that, because it 
gives them a stronger hand in bargaining with the 
trade unions and helps mislead foreign competitors. 
On the other hand it hardly tempts foreigners to 
invest more in German equities; and despite a 
growth in the number of Germans keen on putting 
their cash into stocks instead of a piggy bank, it is 
still foreigners who make or break the German mar- 
ket. A bit more of the hidden gold in the German 
economy may be revealed under EC pressure, for ex- 
ample for consolidated balance sheets. But do not 
expect too much. As one German executive beam- 
ing over a dismal-looking profit and loss account 
put it, "we have a deeply ingrained resistance to 
flaunting our charms.” 


Hidden benefits 


Is there a demographic time bomb buried away 
along with that hidden gold? West Germany has an 
ultra-low birth rate and a growing number of old 
people. The 1987 census showed that since 1970, 
when the previous count was taken, the number of 
people over the age of 65 has risen by 1.4m to 
9.3m—more than 15% of the population. In the 
same period the number of children under 15 
dropped by 40%, the number of divorces doubled 
and there are more deaths than births. How can you 
be confident about the economy of a people appar- 
ently dying out? 

The changing age structure is bringing plenty of 
problems to which the government has tried to face 
up—for instance, by revamping the state pension 
and health systems. But at least until well into the 
1990s the economy stands to be more buoyant than 
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ever. The immigrants from the east are one cause. 
They have already been mentioned as a problem 
group, but that is only one side. Fewer than 1096 of 
the newcomers are over 60, compared with more 
than 2096 of West Germans; many are skilled (par- 
ticularly in light industry, less so in services); most 
are highly motivated. They will boost demand and, 
marginally, the birth rate too. They will not bring as 
much of an economic boost as the 12m refugees 
who poured into West Germany in the late 1940s 
and 1950s—a flood compared to the current 
stream. But they are a windfall profit for West Ger- 
many in the 1990s, all the same. 

The other reason to be bullish is that the “baby 
boom" generation is now starting to make its full 
impact on the economy, later than in some other 
western countries partly because young Germans 
spend so long on their higher education. The new 
generation is generally better qualified than its 
predecessor. It is certainly richer, because for the 
first time this century Germans are able to pass on 
to their children wealth (last year alone, roughly 
DM80 billion) not decimated by war and hyper- 
inflation. The “baby boomers” tend to be less rigid 
than their parents; more choosy about how they in- 
vest their money; more likely to strengthen the 
trend to set up their own firms and to bring added 
(still badly needed) pressure to chop the muddle of 
regulation in which the economy has entwined it- 
self. They will want bigger and better housing, more 
consumer goods and a less-polluted environment. 
Impelled by the wave of mounting greenery at home 
over the past decade, German industry has already 
done much to gear itself to demand for cleaner 
products and production methods. The trend looks 
bound to strengthen in the 1990s. 





A growing burden 
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Is bigger necessarily 
better? 


Trapped in the middle 


T IS tempting to stop on that upbeat note. The 

new generation looks good, economic prospects 
encouraging. And if there are problems ahead, 
haven’t West Germans coped well with a heap of 
those since the inauspicious birth of their state 40 
years ago? One is inclined to say “let them get on 
with it” and sympathise when they complain they 
are criticised no matter what they do. If they claim 
the national unity other countries consider normal 
they are feared, if they do not they are suspected of 
hiding something; if they produce fringe parties like 
the French or Italians they are called unstable, if 
they do not their politics are regarded as dull and 
maybe just skin-deep; if they run big surpluses they 
are envied, if they do not they are said to be going 
down the drain. 

Naturally they loathe the cli- 
chés; that the Germans are “either 
at your feet or your throat” (Chur- 
chill), plodding (Becker and Graf?), 
overweight (Ute Lemper, Germa- 
ny's gift to Broadway, and several 
million other slim Wunderfrauen?) 
and so on. Maybe most, they hate 
being seen as a "problem" or a 
“question.” 

"There are hopeful signs", 
wrote an English wit, Mr Malcolm 
Muggeridge, in 1964 “that the Ger- 
mans are becoming less industrious 
and efficient and may well soon be 
as indolent and improvident as we 
English are... In these circum- 
stances the German problem may 
be expected to disappear even from 
Chatham House and the leader col- 
umns of The Times. What a 





Wunderfrau Ute 


blessed relief!" The Germans have not obliged as 
Mr Muggeridge hoped, but they would be at least as 
relieved as he to lose their problem role. 

It won't happen, not because the clichés are 
true but because the Germans are trapped by his- 
tory and geography. After Hitler, even the whiff of a 
far-right movement in Germany is bound to cause 
alarm abroad, maybe exaggerated but inescapable. 
The same reaction will greet moves to end the na- 
tion's division because the Germans are in the cen- 
tre of Europe and, when united, have a weight hard 
to counterbalance. 

The division of Europe harshly solved the prob- 
lem for a while. It meant the Germans in the east 
had to pay more dearly than their western cousins 
for Hitler’s war, but it gave the Germans in the west 
friends, allies and a sense of balance 
no German state had previously 
known. Now the passage of time 
and the impact of a reformist Rus- 
sian leader may even the score, 
bringing the east freedom and pros- 
perity but shifting West Germany's 
centre of gravity and posing anew 
the old problem of a big Germany. 

Western Europe may be able to 
integrate the problem away; per- 
haps Mr Gorbachev with his talk of 
a "common house" thinks he can 
too. What are the chances? The 
only honest response must be like 
that of the character in Turgenev's 
“On The Eve" who, when asked 
about the future of Russia, simply 
fluttered his fingers and gazed into 
the distance. 


oes —— —————— d 
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Healthy Growth 
‘in Fiscal 1988/1989 








Long-term Loans to Domestic Companies? 
1984 = 1989 


Growth rates over the previous year in percent 











1987 1788 
all as per March 31 


D Not including self-employed persons and loans agdinst SD certificates 
Source: Deutsche Bundesbank, IKB 


Total Dividend Payment 
1985 - 1989 


50 pM — 


in DM million 


all as per March 51 





Industriekreditbank AG 
Deutsche Industriebank 
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Committed to Enterprise 


- -D-4000 Düsseldorf - Karl-Theodor-Strasse 6 


rankfurt - Hamburg - Munich - Stuttgart "Luxembourg financing. 








Considerations on German Corporate Taxation 





Improvements in corporate taxation in Germany are both warranted and. possi 
Various suggestions have been made. The first part of the IK B annual report is devote 
a discussion of aspects of taxation which we feel are of particular interest to our medii 
sized commercial customers. Our analysis focuses on the possible abolition of the t 
tax (Gewerbesteuer) - which in our view would be an important first step towards 
modernization of the German tax system. Upon request, we would be happy to provid 
a copy of this report. : 



































Business Development Favorable 


Total dividends paid to IKB shareholders in fiscal 1988/89 rose to DM 43.2 millioi 
a 29% increase over the previous year's volume. In addition to the dividend of DM 8 

per DM 50.00 share, a DM 1.00 bonus was paid in commemoration of IKB's 40 
Anniversary. The capital ratio amounted to 4.095, with capital funds at DM 886.5 millio 





Loan Volume Expanded 


During the 1988/89 fiscal year, the balance sheet total rose to DM 224 billion 
11.5% increase over the previous year. Long-term claims on customers grew by 
to DM 16.8 billion. Net interest and commission income rose DM 5 million to D 
million. The increase in administrative costs was held in check by a modest rise 
personnel! expenditures and a decrease in operating costs. As a consequence, the parli; 
operating profit rose to DM 166 million. : 





Summary of Financial Figures (non-consolidated) 


March 31, 1989 March 31, 1988 



































in DM million 
Balance sheet total 22,396 — 20087 
comparative consolidated figures 22,592 20,214 
Claims on customers p 17,206 u 15,328 
of which long-lerm 1 6,788 14,849 
Own bonds issued 7 7,140 7,406 
Long-term liabilities to banks 7,046 4,937 
Long-term liabilities to other creditors 5,037 4,617 
Capital funds 886.5 757.5 
Net interest income | 288 208 
Net income (0882. 456 





A Range of Specialized Services 





Complementing its core business, IKB also offers a wide range of specialized services 
In Luxembourg, for example, both the IKB subsidiary, IKB International, as well as thi 
IKB branch office operated successfully in international lending, money market tradin 
and in the securities business. A wholly-owned Hamburg-based subsidiary, IKB Leasing 
GmbH, is active in equipment leasing. IKB Immobilien Leasing GmbH, a joint venture. 
of IKB and BHF-BANK, focuses on real estate leasing. IKB's international busin 
concentrates primarily on long-term financing of machinery and equipment exports 
The Corporate Finance Division advises companies on underwriting, mergers and 
acquisitions, and participations via IKB's subsidiary, IKB Beteiligungsgesellschaft mbH 
IKB Consult GmbH offers comprehensive corporate consulting services, 

IKB’s principal goal is to provide corporate customers with a wide range of high-quali 
specialized services, making IKB the bank of choice for advisory services and long-tern 












We share your preference for modern art. 


IN- ERICKSON 


AN 


The only art that counts with 
us is the art of flying. Our 
particular preference is for 
the modern style, and this is 
what we invest in it: this year 
we shall once again be put- 
ting 15 of the most modern 
aircraft into service. So that 
our -collection will remain 
one of the most modern in 
the world. And we lavish all 
our care and attention upon 
it. With all that thoroughness 


c9 





and meticulous attention to 
detail for which we Germans 
are famous. You should also 
share our preference for 
this special form of modern 
art. Even if only from a prac- 
tical point of view. Because 
you will always enjoy flying 
with one of the world's most 
up-to-date fleets of aircraft. 
Not to mention reaching 
your destination comfortably 
and in good shape. 


Lufthansa 








Gloom and tantrums 


Britain's current account was 
£1.6 billion in the red in Sep- 
tember, much as expected. 
chancellor said interest 
tes must stay high. In a new- 
d article Sir Alan Walters, 
the prime minister's private 
adviser, described the Euro- 
pean Monetary System that 
Number 11 likes and Number 
10 doesn't as “half-baked”. . 
Pipe down, said an angry 
Nigel Lawson and Tory Mrs. 







Mrs Thatcher signed the joint 
communiqué about South Af- 
rica at the Commonwealth 
leaders' meeting in Malaysia, 
and promptly issued one of 
her own saying why most of it 
was rubbish. Fearfully bad 
form, said the other leaders. 
Tough, said the prime minis- 
ter, who thinks the rest of 
them talk humbug. 











gas € www 
The CBI reported a sharp fall 
in business confidence and 
predicted gloomy prospects 


for investment and employ- 
ment in manufacturing. 


Pay and perks please 


Three teachers’ unions com- 
| plained about the govern- 
ment's £600m cash limit on 
their pay rises—representing 
an average increase of about 
T^ T6—and lobbied for in- 
creases ranging from 1396 to 
3396. Heads and deputy 
heads, soon to take respon- 
sibility for their schools' bud- 
gets, want to earn as much as 
middle and senior managers. 
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The six-week-old dispute over 
ambulancemen's pay flared 
up into a London work-to- 
rule. The management sus- 
pended the men, leaving 999 
callers to rely on police vans. 
The health secretary, Kenneth 
Clarke, threatened to call in 
troops to do the work. ACAs, 
the arbitration services, was 
called in instead, and peace 
talks began. 


Engineering unions stepped 
up their campaign to cut 
their working week from 39 
to 35 hours. A pro-strike bal- 
lot in seven selected factories 
paved the way for indefinite 
strikes at three of the sites 
from October 30th. The 
unions must be careful: in the 
ballot, non-manual workers 
voted "no" by more than 
three to one. 


Home affairs 


The home secretary refused to 
reopen the case of the Bir- 
mingham six, arguing that 
the Court of Appeal had re- 
viewed it in January 1988. 
Current charges of police cor- 
ruption in Birmingham and 
the failure of the appeal court 
to free the Guildford four in 
1977 were dismissed as irrele- 
vant. A prison officer long 
since cleared of beating up the 
six admitted his guilt. 
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Ford is increasing its stake in 
Jaguar, in advance of the day 
next year when the govern- 
ment's golden share disap- 
pears. GM is sniffing around 
the big cat, too. 





More ways of avoiding the 
poll tax. Enterprising stu- 
dents at Lancaster University 
have bought shares in a Cor- 
nish tin mine; that makes 
them subject to a charter 
given by Henry VII offering 
Cornish tinners protection, 
they say, against unauthorised 
levies—like the poll tax. 


Malcolm Rifkind, the Scottish 


secretary, granted planning | 








permission for a plutonium 
reprocessing plant at 
Dounreay, in Caithness. He 
said it was a commitment to 
fast-breeder technology; envi- 
ronmentalists said it made 
Britain the “dustbin of Eu- 
rope"; Caithness said “thanks 
for the jobs.” 









real value has fall 
one-fifth sincé t 
election, 

















A full length photog 
moors-murderess Myr 
Hindley receiving an 











‘University de 







ities appeared on the 
page of every national tal 
The picture was issued by 
those who would like her t 
leased. The tabloids used it 
demand she stayed loc 























The good news 


Just when you thought dem 
graphy was a bigger threat 

than the Japanese, a repo 
the National Economic De 
opment Office pointed out 
that, although the numbe: 
school leavers is shrink 
labour market as a whole 
due to expand by Im to 28 
over the next decade. 


Competition born of privat 
sation? Shell and Esso | 
launched a subsidiary, Qua 
rant Gas, to challenge Brit 
Gas. In the red corner, 
nopoly owning all Brita 
pipelines and nearly all th 
ture gas output of the No 
Sea. In the blue corner, a 
tiddler with big parents—a 
James McKinnon, Whiteha 
gas regulator, as godfather. 


A firm in Paisley is selling sak 
to Japan. With Japanese — 
whisky brands doubling as - 
names for sushi houses i 

London, perhaps the Sco 
entrepreneurs should no 
peddle haggis in Tokyo... 













































Creditanstalt may not be the biggest interna- 
tional bank. But try asking a few of our clients 
about the size of our contribution to their = 
SUCCESS. a 

You could probe the speed and originality. of 
our solutions to complex financial problems; . 
or the pre-eminence of our experience in ` 
trade finance with the Eastern European 
countries. Or you could ask them whether the 
attention and personal service they get from 

a smaller bank is not more efficient than the 
bureaucracy that can be the product of an 
international giant. 

Whatever you ask, we think you will be 
impressed by the qualities that will be reveal- : 
ed - of initiative and imagination, tempered 
with traditional Austrian discretion. Qualities 
that could quietly contribute a lot to your 
business forecast. 


Austria's leading bank. 
Head office: Schottengasse 6, A-1010 Vienna, 


Tel. (0222) 531 31/1151, Fax 535 02 03 


London office: 29, Gresham Street, London EC2V ZAH, 
Tel. (1) 822 2600, Fax (1) 822 2663 


New York office: 245 Park Avenue, New York, NY 10167, 
Tel. (212) 856 1000, Fax (212) 856 1234 


Hong Kong office: Exchange- Square Tower i, Uu. 
28th Floor, 8 Connaught Place; Central, Hong Kong, ig 
Tei. (5) 868 3111, Fax (5) 868 5115 ; : 


Further offices in Atlanta, Berlin. (GDR), Budapest. Buenos 
Aires, Dubai, Milan, Moscow, Prague, San Francisco. iubet 
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Detroit, Damocles and Dagenham 





Angling for Jaguar while negotiating a pay deal in Britain—Ford is living 
through interesting times. When these matters are settled, the most inter- 








| esting question will remain: is Dagenham, the company's biggest operation 


in Britain, going to survive? 


"TE Ford pay negotiations are the big 
date in the industrial-relations calendar. 
The unions are demanding a "substantial" 
rise and a cut in the 39-hour working week. 
Ford has offered a two-year package with an 
8% rise in the first year, no cut in hours and 
a productivity package with incentives. The 
unions, who struck for two weeks during the 
last negotiations, are mulling it over. 

But the ghost of Dagenham’s future has 
put the wind up the unions. Two weeks ago 
that bugbear of managers, the Transport 
and General Workers’ Union, sent a leaflet 
to its members at Dagenham suggesting that 
they should work harder, improve quality 
and give up wildcat strikes. Ford insists pub- 
licly that there are no plans to close the 
plant; others think there are good reasons 
why Dagenham might go. 

The ghost is scary enough to frighten 
the government as well as the workers. 
There are 14,000 jobs at the plant, and an 
industrial town on the Essex marshes to sup- 
port it. In Britain's trade deficit, cars are al- 
ready the largest single item, at £3.8 billion 
in the red so far this year. Closing Dagen- 
ham could mean building 200,000 fewer 
cars in Britain each year. 

The threat over Dagenham starts with 
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big changes in the European car industry. 
The Japanese have come. In Britain, by the 
mid-1990s, Nissan. should be producing 
200,000 vehicles a year at its plant near Sun- 
derland; Toyota is planning for 200,000 at 
Derby and Honda 100,000 at Swindon. As- 
suming the Japanese penetration continues 
in Europe as it has in America, there is un- 
likely to be much room for expansion by Eu- 
rope's existing car-makers. 
More probably, overcapac- 
ity, now running at around 
2096 across Europe, will in- 
crease dramatically. While sup- 
ply is set to jump, demand is 
poised precariously after the 
past five years’ boom: better- 
quality cars are being built to 
last longer, and the fashion for 
improving the environment is encouraging 
public investment in public transport sys- 
tems. At the same time, automation and 
changes in shift-patterns are squeezing more 
cars out of the same plant. Europe’s old two- 
shift tradition is already being broken: GM, 
for instance, has introduced three shifts at 
its plant in Antwerp. As Mr Jimmy Airlie of 
the Amalgamated Engineering Union 
points out, “for the first time, Ford has the 
option to close assembly plants". 
Competition between the surviving Eu- 
ropean companies is going to be stiff in the 
1990s. Many observers reckon that Renault 
is the obvious candidate for culling; but Re- 
nault is in talks with Volvo of Sweden about 
some form of tie-up, and the more liberal, 
modern approach of the French govern- 
ment to industry would be sorely tested be- 
fore it let its champion go bust. 
“Dagenham”, says Professor Garel 
Rhys at Cardiff University's business 
school, "is Europe's marginal plant." Dag- 
enham's age counts against it. Built in 1931, 
it was Ford's second plant in Europe. It was 
never supposed to be so large, nor its opera- 
tions so complex. It now assembles three dif- 
ferent Sierra models and the three-door and 
five-door Fiesta. The Sierras and the Fiestas 
have virtually no. parts in common, which 
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means a double load of cardboard bo: 
plant that is short of storage space. 

Industry observers see Dagen| 
something of a relic. The Halewood 
Merseyside, which once made mana 
shudder, has delivered productivity. i 
provements while Dagenham has. 
behind the rest of Britain, which i 
the rest of Europe. Productivity 
are necessarily rough, and the ca 
owns them; but figures that have slij 
of Ford suggest that it takes DX 
nearly twice as long to producea 
takes the Genk plant in Belgium ort 
at Valencia in Spain. Low prodücti 
part, offset by wages lower than mo 
nental car-workers get; but British | 
is eroding the difference. . 

The economic geography of 
has added an extra problem. Sun 
Merseyside, Wales, even the Midlan 
better places to recruit and keep ski 
bour than is the overheated south-eas 
not that difficult to find better-paying, 
eter work within commuting dis 
Dagenham. As Mr Krish Bhaskar, 
of the Motor Industry Research 
Norwich, puts it, “you can get m 
doorman in the City than you can 
line at Dagenham." The company admi 
































'oblems getting hold of people 
requiring crucial electronic skills. 
obvious solution would be to pay 
wages in the south-east, where living 
as well as demand for labour, are 
han elsewhere. Certainly not, says 
mpany. “We have had a national joint 


found that is the only satisfactory way 
hing a settlement.” London 
ing? No. Neither of those responses is 
. In the short term regional dif- 
Is would mean a larger-than-usual 
€ increase, since nobody would take a 
iis might keep Dagenham operable 
yuld not help it be economic. 
rd’s top managers in Detroit may al- 
ave taken one step to sorting out 
am: they have opted to move Sierra 


ng committee for 20 years and we ` 


production to Genk. That, says the com- 
pany, should help simplify production. Oth- 
ers read the decision as the first step out. 


. More investment in those plants at Genk 


and Valencia could enable them to mop up 
Dagenham's share. 

Certainly, Ford would find it hard to 
shut down the Dagenham plant. The De- 
troit management plays a sensitive political 
game round the world and knows how much 
offence closure would cause. But it could of- 
fer to compensate with new investment. 
There have been mutterings that Ford and 
Mazda might build a greenfield plant to- 
gether. Future component factories could be 
sited in Britain. The unions seem to have 
stumbled on to the truth; if Dagenham does 
not have the discipline to improve itself, 
Ford has the freedom to close it. 














































RE. the denials: the government's 
sell Britain’s nuclear power sta- 
part of the forthcoming electricity 
n are close to collapse. In July the 
‘gy secretary, Mr Cecil Parkinson, 
ed that the Central Electricity Gen- 
Board’s seven elderly Magnox nu- 
tations would not, after all, be 
ed. Now his successor, Mr John 
ham, may be forced to pull the CEGB's 
clear stations out of the sale as well. 
ational Power, the company due to 
wer the CEGB’s nuclear programme af- 
atisation, will (supposedly) inherit 
dvanced gas-cooled nuclear power sta- 
(AGRs), and is to build a family of four 
pressurised-water reactors (PWRs). Ev- 
the government, National Power, 
ty, the man on the Clapham omni- 
-knows that the AGRs are hopelessly in- 
nt, unreliable and expensive to run. 
the government's nuclear hopes lie with 
wes: surely they, the latest generation 
-lear-power stations, will be economic? 
hey will not. Sizewell B, first of the 
is already £170m—10%—over bud- 
srst of all, the power it will churn out 
to be the costliest ever produced by a 
h power station. An internal National 
r document, leaked to The Economist, 
sts that Sizewell's electricity will be up 
ree times as expensive as the company's 
ge juice. 
The government's other nuclear head- 
is that estimates of decommissioning 
for the stations now seem to be dou- 
ng by the week. When he was energy sec- 
Mr Parkinson reckoned total de- 
nmissioning costs would be about £312 
lion. Earlier this month, National Power 
t the figure at £8 billion. On October 
th Power in Europe, an authoritative in- 





dustry newsletter, suggested that £15 billion 
might be a more appropriate sum. That is 
more than the government will raise from 
selling the entire electricity industry. 

Unsurprisingly, National Power, and 
the City investors who will have to stump up 
to buy its shares, are both now looking for a 
blank cheque from the government to meet 
decommissioning and other “unforeseen” 
future nuclear costs. Treasury officials are 
aghast. So are ministers, mainly because, 
once the industry is privatised, the size of its 
nuclear subsidy will be plain for all to see in 
the successor companies’ annual report and 
accounts. Yet if National Power is to be sold 
successfully, the government will have to 
promise to cough up. 

The eventual bill, of course, would be 
no smaller if nuclear power were to stay in 
state hands. But excess costs are more easily 
fudged and hidden in the public sector: 
which is why all the CEGB’s nuclear stations 
are likely to remain there. Mr Wakeham 
maintains that they will be sold as planned. 
Wait and see. 

B 





The economy 


Mostly gloom 


EARTENING news: Britain's current- 

account deficit fell in September to 
£1.6 billion, from more than £2.0 billion in 
July and again in August. Exports re- 
bounded to record levels, including an 81⁄2% 
rise in the volume of non-oil exports in the 
12 months to the third quarter. Dishearten- 
ing news: the total deficit for the third quar- 
ter was a record, £5.9 billion. And non-oil 
imports are still booming: their volume rose 





by 10%. 2 , 
Which countries are serving Britain’s 
import binge? The chart shows Britain’s visi- 
ble-trade balances with its eight biggest 
trade partners. The deficit has risen from 
£12.9 billion in 1986 to £29.3 billion (at an 
annual rate) in the first eight months of this 
year. West Germany by now accounts for 
£9.1 billion of it. Britain has even moved 
into trade deficit with the United States. 

The buoyancy of imports suggests that 
Mr Nigel Lawson’s interest-rates medicine is 
still not stiff enough to check consumer 
spending. Yet the Confederation of British 
Industry's October survey confirms that de- 
mand is slackening—and that was before 
the latest rise in bank base rates. 

Interest rates are certainly taking their 
toll on business confidence: the CBI's survey 
found a balance of 2696 of respondents less 
optimistic than before about the business 
outlook (41% were less optimistic, 15% were 
more optimistic). This is the gloomiest re- 
sponse since October 1982. The stockmark- 
et and the pound took a tumble on the 
news, but sterling then recovered. Small 
companies and consumer-goods industries 
seem to be the most fed up. 

For the first time since July 1986, more 
companies reported a fall in new orders in 











the past four months than reported a rise. A 
balance of 896 of manufacturers expect de- 
mand to fall further in the next four 
months—the worst survey result since the 
depths of the slump in January 1981. The 
good news is that export orders are holding 
up better than orders at home. 

The survey confirms that business is 
pruning its investment plans and is set to 
run down its stocks. Most of the recent in- 
crease in stocks was probably involuntary: 
producers had not cut output enough to 
match shrinking demand. High interest 
rates will encourage destocking. That would 
reduce imports, and so help to cut the trade 
deficit. The snag is that a really sharp reduc- 
tion in stocks could also turn the slowdown 
in demand into a recession. 
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Package-tour operators 


s on the costas 


business and its customers 


RITAIN'S mass-travel. business is a 

product of the British weather. In most 
of the past decade, its operators have con- 
centrated on maximising sales of minimalist 
fortnights of Mediterranean sun and sand 
(and as much sex as the holiday brochures 
can illustrate), all at prices well below those 
that other Europeans pay. Around 13m 
Britons now take package holidays abroad, 
up from 5m in 1979. But this year's sunny 
English summer and clouded economy for 
mortgage payers have caused many of those 
extra tourists to hesitate before booking 
their next Spanish beach. Early bookings 
for next summer are 5096 down on this time 
last year. Operators fear final bookings 
could be down by 2096 or more. 

Such projections are causing near-panic 
in an industry that has become addicted to 
sharp competition for high volumes of busi- 
ness yielding tiny profit margins. The two 
big operators, Thomson and International 
Leisure Group (iLG), who between them sell 
nearly 6096 of foreign packages, face a 
choice between two strategies. If they try to 
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Spoiling their holidays 


High interest rates, a hot English summer and 
yob have landed British tour op- 
erators in deep water. To survive, some of 
them will have to change their view of their 


keep up market share by competitive price- 
cutting, both could end up with overcapac- 
ity and thumping losses. If they reduce ca- 
pacity and raise prices, they could 
compound the slump in demand, and leave 
the field open for new cut-price operators. 
Both Thomson and ILG are inclined to the 
second, price-raising, option. They believe 
the industry is at a turning- 
point. In future, quality will 
count more, quantity less. 
Success will demand 
upmarket changes in their 
product, their marketing and 
their attitude to customers. 


Competing away profits 
Running package holidays is a 
low-margin business. In 1988 
the biggest operator, Thom- 
son, made a profit of just 
£3.4m on a turnover of 
£949m, under £1 for each 
holiday sold. But the package- 
sellers require little capital of 
their own. The holiday-mak- 
ers' advance payments see to 
that. Slender returns would 
not matter, if they could be 
guaranteed. 

They can't be. Thomson's 
tiny profits of £1-10 per holi- 
day in each year from 1984 to 
1988 relied on a buoyant mar- 
ket which made it possible to 
sell over 9096 of holiday ca- 
pacity. In the slacker climate 
of 1989, when package sales 
fell about 1096, any company 
that breaks even will have 
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done well. Since about half of 
ators’ costs are fixed by the midd 
booking season (mainly by a commi 
buying airline seats), unbought 
needs to be kept to near-zero. Hei 
frantic last-minute discounting « 
spring. If sales fall below about 80%, 
erator can be in deep trouble. 

The obvious escape route is fo 
ators to set brochure prices above 
until recently, prices have been pa: 
bone by a five-year battle for market ; 
between Thomson Holidays and io’ 
sidiary, Intasun. Thomson realised i 
that Intasun was threatening its posi 1 
market leader. Its Canadian parent, 
Thomson Corporation, allowed i 
money if necessary to re-establish i 
Within two years it had more than d 
the number of holidays sold. After bi 
Horizon last year, it now sells twice 
as ILG, which in turn is three times 
the next competitor. With the mar 
war over, 1990 brochure prices rose in 
with inflation for the first time in five y 

Why fight to be big in an indus 
knife-edge profitability? One answe 
the profits it is supposed this can bring 
vertically integrated group from ot 
of the holiday industry. The Thomso 
poration, for example, also owns Lun 
(the travel agent that sells many of its 
days) and Britannia Airways (the airline 
carries most of its customers). Both: 
also now established market-leading 
tions (see chart). 

Travel agencies yield as meagre 
as tour operating. Charter airlines te 
earn more, around £10-15 per return 
senger; but they need to, to give a de 











‘on the much greater capital em- 
-À tour operator enjoys more secu- 
wning a profitable airline, and also 
ng that airline business. When pas- 
re overcramming every airport, nei- 
ne nor operator need worry much 
ravels how. In the mid-1980s only 
6096 of Thomson holidaymakers 
wn with.Britannià. But in harder 
ertical integration provides airlines 
me guarantee of bottoms to fill their 
e seats. Today Thomson Holidays 
least 80% of the space it needs from 
er. Charter airlines with no captive 
t are now in trouble. That is why Da- 
‘Newman Holdings, which owns Dan- 
ad to announce a loss of £7. 7m in the 


alf of 1989. 


on the High Street 

the next year that vulnerability will 
| horridly to travel agents, with or 
ut sister tour companies. Like the tour 
rs three years ago, the leading travel 
in à fight to the death for market 
Like today's estate agents and 
ets, there are too many shops 
few customers in a post-boom 
The big discounts this year are 
€ coming from retailers—Lunn Poly 
ng buyers about half its 1096 cut off 
of winter holidays. Painful losses 
medium-sized retailers in 1990 will 
eath to some travel agencies, even if 
ed rationalisation. 

winners of the market-share war in 
r-operating business have always be- 


lieved they would eventually be able to reap 


substantial spoils. Being big means buying 
cheap, from both airlines and hoteliers. 
Both Thomson and Intasun have hoped 
that an unassailable market position would 
mean profitability. So it would, if they could 
continue to sell.close to 100% of capacity 
without heavy discounting: after covering 
their fixed costs with, say, 85% 
take-up, half of each extra holi- 
day sold would then be profit. 
Alas, in the very year when the 
two got unassailably to the top 
of the dunghill, the industry 
has gone into slump. x 
How well or badly oper- 
ators cope with next year's 
drop in demand will depend mainly on how 
accurately they can forecast it. Their profit 
or loss will depend less on their sales, as 
such, than on how much committed capac- 
ity remains unsold. Operators have already 
dumped around 10% of their capacity. In 
the next few weeks they will be deciding how 
much more to shed before bookings start 
flowing in after Christmas. They have to 
finalise their own demand for airline seats 
by February, when bookings are still nor- 
mally under half of capacity. Fewer seats 
may bring fewer tour sales, by reducing 
choice. But if, by April, Thomson and 
Intasun find they have not cut enough, an- 
other bloody price war could break out. 
Every tour operator is quick to attribute 
the industry’s present slump to high interest 
rates and hence low spending power, rather 
than to a crisis of confidence in the package 








ndue credit? 


DIT-CARD companies claim 
hey are caught in a cost-squeeze, 
it starts to look as if either their own 
ficiency or that of the Post Office 
/ be helping them out. 

Companies such as Visa and Access 
not charge for their cards. Instead, 
make their money in two ways: they 
a percentage from retailers, and they 
rge interest to cardholders who.do 
ot pay their bills in full and on time. But 

; interest charges have increased to lev- 
is that many regard as confiscatory— 
arclaycard now charges 2.296 per 
onth on unpaid bills—more customers 



































tend to pay on time, borrowing money 
from banks, where overdraft rates are 
lower. Credit-card managers have 
wracked their brains for ways to get their 
profits up in the face of this credit- 
resistance. 

Consider the case of one staff mem- 
ber of The Economist, an habitually 
punctual payer. For years he popped his 
cheque into the post four or five days 
ahead of the due date. Then, two months 
ago, a cheque posted on the 11th of the 
month to pay a bill due on the 18th was 
not turned in to Barclaycard's bank until 
the 19th. Result: a hefty interest charge. 
The following month, the same: a 
cheque posted by first-class post on the 
11th was not deposited until the 17th. 
Another big interest charge. 

Delays in the post? Or delays on some 
desk somewhere in the knowledge that 
lateness will pay? If there is anybody else 
out there who has experienced similar 
problems, The Economist would like to 
hear from you. 

















holiday. Press reports of yobs on the costas 
have indeed been exaggerated. It is daft to 
pronounce the death of a commodity whose 
sales have just peaked at 6096 above their 
level of five years ago. But surveys for a con- 
sumer magazine, Holiday Which?, show an 
intriguing trend: the quality of package holi- 
days appears to be rising slowly, but cus- 
tomer satisfaction is slowly fall- 
ing. People who go on package 
holidays say they are starting to 
expect higher standards. 

For at least half the mar- 
ket, higher standards mean a 
Spanish hotel that at least 
cooks the sausage, eggs and 
: chips like Mum does at home. 
Holiday companies that have fuelled their 
low-cost growth with hotels as crummy as 
they are cheap are now trying to persuade 
their customers that they can provide mini- 
mum standards. But the upper half of the 
market is suddenly looking more enticing. A 
growing minority of the companies’ custom- 
ers are looking for something more than a 
clean hotel, eatable food, a sandy beach and 


a swimming pool. 


Next, the villa flotilla 


Upmarket companies selling villas, flotilla 
sailing or exotic trips to the Pacific have 
seen unexpected growth. They do not seem 
to have been hit by high interest rates. 
Magic of Italy, an operator whose passengers 
wait in vip lounges at airports, grew 14% 
this year and hopes to grow as fast in 1990. 

Such companies sell only a tiny propor- 
tion of all holidays, and do not threaten the 
top firms. But the big boys are asking 
whether their customers might want to buy 
extra variety, at a lower price than the spe- 
cialist companies can offer, while still look- 
ing quite exotic. They have already started 
to market more distant resorts; Thomson’s 
third most popular trip, after Ibiza and Ma- 
jorca, is to Florida. They will offer a greater 
range of accommodation (self-catering has 
grown from 9% to 30% of holidays in ten 
years), and all sorts of programmes aimed at 
particular age-groups, from toddlers to pen- 
sioners. The big companies now. put out 
dozens of brochures. They used to have one 
for summer, one for winter holidays. 

To make money this way, while keeping 
prices at levels the average holiday-maker 
can afford, operators will still have to herd 
their customers to relatively few destina- 
tions, even if they do very different things 
once they get there. Charter airlines cannot 
afford empty seats. So the crowds of work- 
ing-class holidaymakers, who jostled for a 
seat on the train to Blackpool in the 1950s, 
and in the concourse at Gatwick for yester- 
day’s departure to Alicante, will just change 
queues. They will be meeting on aircraft to 
Tunisia, Turkey and Thailand for a long 


time.to come. 
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The Government’s August trade figures revealed a 
£2 billion deficit —again. Inflation in the UK is higher 
than in Italy. The Labour Party is consistently ahead 
of the Conservatives in the opinion polls. 


Until recently, UK interest rates had protected Sterl- 
ing from the consequences of all this bad news. But 
now interest rates are rising elsewhere in the world, 
narrowing the gap and eroding their protective effect. 


The foreign exchange market is losing patience with 
the UK economy. 


For the past nine years, Guinness Flight’s Managed 
Currency Fund has been invested in a mix of the 
world’s major currencies. The fund aims to benefit 
from foreign currency movements and the fund’s size 
allows it to earn wholesale rates of interest on cur- 
rency deposits. 


At Guinness Flight we have proved ourselves adept 
at investing in the currency markets and are 





Investors are reminded that past performance is not 

a guide to future returns and that the value of 

investments and the income from them, may fall as 

well as rise. 

“Increase in share price in Sterling, over 5 years 18.10.84 to 18. 10.89, 79%. Offer 

to offer basis, income reinvested, excluding initial charge. 

Source: Managers’ published daily prices. 

This advertisement has been issued with the approval, of Guinness Flight Global 

Asset Management Limited, a member of [MRO and LAUTRO and the investment 

adviser to Guinness Flight International Fund Limited and Guinness Flight Global 

Strategy Fund Limited - Guernsey Al Authorised Funds and UK Recognised 
Collective Investment Schemes. 


acknowledged leaders in the field. Right now, our 
experience of exchange rate movements indicates | 
that before long, Sterling will weaken significantly. 


The Guinness Flight Managed Currency Fund will. 
hope to benefit from the latest news. ; 


Guinness Flight offer two managed currency funds. 
Both are based offshore in Guernsey and are listed on 
the International Stock Exchange, London. 


PERFORMANCE +79% l 
which is an average compound rate of 12.3% p.a. 
Over the past 5 years the fund's share price has risen ; 
by 79%* notwithstanding Sterling's exceptional 
strength in '87 and '88. 


GUINNESS FLIGHT 
FUND MANAGERS (GUERNSEY) LIMITED 


PO Box 250, La Plaiderie, St Peter Port, Guernsey, Channel Islands 
Telephone (0481) 710404 or Telex 4191284 GFFUND G 
Please send me a prospectus and scheme particulars for 
Guinness Flight Global Strategy Fund Limited. 


























If you would also like to be contacted by a representative of Guinness Flight who 
can assist you with all aspects of Guinness Flight Funds, please enter your telephone number: 



































































HAVE shown that we. can 

cope," said lain Macleod "now 
e have to show that we can care." Just so, 
inisters have said, and much have they 
ked about them at things to care for. 
Mr Kenneth Clarke at the department of 
ealth; Mr Tony Newton at social secu- 
ty; Mr Chris Patten, the green ma- 
ine—all of them are born carers. 
So it is a shame that the first part of 
eod's thesis now looks hopelessly op- 
stic. No sooner had they escaped from 
conference that could have been a 
embarrassment than Conservative 
s back in Westminster found the gov- 
yment’s record of economic manage- 
ent under heavy fire. 

For most of the past ten years, the gov- 
rnment would have been able to shrug 
ff such a challenge, secure in the knowl- 
dge that none of the opposition parties 
uld press it home. Times have changed. 

n Parliament discussed the economy 
in October 24th, Labour, under the able 
direction of Mr John Smith, the shadow 
hancellor, and his deputy, Mr Gordon 
rown, mounted a savage attack. They 
on the argument—and they won it 
artly because they were able to expose 
he divisions in the government. 

There are two matters on which the 
Tories are divided. The first concerns the 
xtent to which the government should 
fun an interventionist industrial policy, a 
cause for which Mr Michael Heseltine is 
he standard bearer. Mr Smith went out 
of his way to praise Mr Heseltine's speech 
at the Tory conference, where he advo- 
cated more money for education, training, 
research and regional policy. 
^ Mr Heseltine protested that Labour's 
policies would so beggar the country that 
they would have no money for the kind of 
public spending they dream of. He pro- 
tested in vain. The arrow had gone home, 
for many Conservatives, not all from the 
regional backwood of his Henley constitu- 
ency, share Mr Heseltine's belief that it is 
madness for government to abandon all 
ways in which it may influence industry. 

At the end of the debate, Mr Brown 
returned to the point, attacking the chain- 
smoking Mr Nicholas Ridley, newly ar- 
tived at the Department of Trade and In- 
dustry with what seems to be a mission to 
dismantle it. Eventually, said Mr Brown, 
Mr Ridley “will be seated alone at his 
desk: no in-tray, no out-tray... just an 
< ashtray”. The gales of laughter did not all 
come from the Labour benches. 

The division between Tories on indus- 
trial policy will run and run. Another, 
more damaging, one they trust will be set- 








Of policies, professors and successors 


tled soon. This is the long-standing dis- 
pute between Mrs Margaret Thatcher and 
Mr Nigel Lawson over Britain’s member- 
ship of the exchange rate mechanism 
(ERM) of the European Monetary System, 
a dispute revived by the publication of an 
article by Sir Alan Walters, her part-time 
economic adviser. 

Sir Alan can justifiably say that his ar- 
ticle was written long after he first left Mrs 
Thatcher’s employ in 1983, and long be- 
fore he returned to it this year. And, on 
the big issues, he is sometimes right. He 
lost an earlier part-time job at the Cabinet 





The newly silent Walters 


Office in 1971 for telling Mr Edward 
Heath that a massive fiscal stimulus would 
lead to double-digit inflation and the re- 
introduction of prices and incomes con- 
trols. So it did. But he is egocentric (“I ac- 
quired a considerable influence on 
economic policy...and a considerable 
reputation at the Treasury and the Bank 
of England") in a way that Westminster 
dislikes in a non-elected adviser. And he is 
not helping the chancellor. 

Everyone in Westminster knows that 
Mr Lawson would have joined the ERM 
long since, but for the opposition of Mrs 
Thatcher. Sir Alan’s position is unam- 
biguous. The ERM is “half-baked”. Argu- 
ments for it “have never attained even a 
minimum level of plausibility. My advice 
has been for Britain to retain its system of 
flexible exchange rates and to stay out of 
the present arrangements of the ERM. So 
far Mrs Thatcher has concurred.” 

In vain did Mr Lawson tell MPs “Sir 
Alan is a part-time adviser and his views 
on the Ems are not the views of the gov- 
ernment”. In vain did he give notice on 


the BBC that (as Clement Attlee once told 
Harold Laski) a period of silence on Sir 
Alan’s part would be welcome. The fact is 
that he is seething, and Conservative MPs 
are seething with him. Yet much though 
they may have supported Mr Lawson, 
(not one MP has publicly defended the 
professor) they are unlikely to get Sir 
Alan's head. Only if Mrs Thatcher were 
confronted with a clear choice between 
Sir Alan and Mr Lawson would she be 
likely to sacrifice her special adviser. 

For many Conservatives, that is a | 
ridiculous state of affairs. It smacks ofa. | 
palace guard around the prime minister, 
out of touch with the real feelings of the 
party on the back benches. And the oppo- 
sition feeds on Tory jitters. Labour’s mo- | 
rale is running as high as its position in | 
the opinion polls. Its leaders are begin- 
ning to believe that by the time of the next 
election Mrs Thatcher could be a liability 
to the Tories. | 


Labour’s best ally? 

Yet there, paradoxically, is Labour’s prob- 
lem. For if its diagnosis is right, the last 
thing its leaders should want would be the 
Tories dumping Mrs Thatcher for some- 
one who could be marketed as different. 
Mr Tony Benn once warned his party, 
"We have to beware the Tories don't 
change their leader and tell us we have 
had a change of government". In practice, 
that means Labour must do its tiny bit to 
stop Mr Heseltine leading the Conserva- 
tives before the next election. Mr Smith’s 
cosying-up to him may have done more 
than embarrass the Tories by reminding | 
them of their industrial-policy split. It may 
also have made some Tory backbenchers 
wonder how Conservative a Heseltine 
government would be. Not for nothing 
does Mr John Biffen refer to the “Henley 
school of socialism”. 

Mr Smith, of course, can influence 
matters only at the margin. The question 
of the leadership is squarely in the hands 
of Tory backbench Mrs. While there is no 
consensus that a change is desirable—and | 
while most doubt whether Mrs Thatcher 
would go willingly—they are beginning to 
ask each other the crucial question: if we | 
are to have a change of leadership, how | 
long can we delay it? Perhaps they should 
ask the incumbent. Interviewed by the Fi- 
nancial Times in November 1985, she 
said, “In another five years | would have ` 
been in 1144 years, then someone else will 
carry the torch". A new prime minister 
next autumn (with Mrs Thatcher an- 
nouncing her retirement, one Tory MP 
suggests, on the day inflation dips below 
5%) might be just the timing the Tories 
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need and Mr Benn feared. 
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International Auditing Trends 


¢ Analysis of the Global Network of the Offices of 
International Accounting Firms 


¢ Global List and Analysis of 16,000 Clients 
Audited by International Accounting Firms in 
46 Countries 
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* Accounting Standards in Practice in 24 Countries. 
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This is no place 
on the move. 






When you're a mover and a shaker in the airport lim 
business, and he feel your lead over the competition starting to 


slow down, the problem may not be your limousines. 

It may b. your computer and telephone system. 

Recently a major limo service called in NYNEX; and 
asked us how we could help get them moving again. 

We installed direct lines in the airline terminals, so 
passengers can speed-dial for a poem. 

We gave their dispatchers smoother access to the 1,000 
customer calls that come in each day. And computer display 
screens that show them where the calls are originating, compute 
fares, and analyze the day’s vehicle pattern. 

And we installed cellular phones in each limo, that let 
passengers confirm their flights, or call the office—and let 


fora company 
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drivers talk with each other, so they can stay out of jams. 
a A combination of services that keeps their customers 
from wanting to hit the road. 

The NYNEX family of companies would like to work 
with you, too. We offer you everything from NYNEX mobile 
phone service, to the computer systems of the NYNEX Business 
Centers, to the advanced network services of our two telephone 
companies. Call us at 1 800 535-1535. 

When you see the many ways the answer is NYNEX, 
we think you'll find it quite moving. 


Need to communicate? Need to compute? The answer is 


©1989 NYNEX Corporation NYN E 
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Swissair Customer Portrait 45, photographed by Alberto Venzago. 
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Victor Amoussou, eye specialist, Dakar. He is known as one of his country’s foremost ophthalmologists. A frequent t 





to international conferences and congresses, he thoroughly enjoys his flights with Swissair. And appreciates the faci 
of Swissair's aircraft are equipped with a special landing system for on-time arrival at the destination of his choice 


poor weather, when there's not much for the naked eye to see. 
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Is inflation in the industrial countries 
rearing its head again? 


The first half of 1989 saw 
prices climb markedly in the 
industrial nations, which is by 
no means unusual during a 
strong upswing, when capac- 
ity utilisation is very high and 
the labour market is tight. Yet, 
in fact, the rise in inflation was 
primarily due to special fac- 
tors. Nonetheless, there is 
some question whether the 
upswing can be maintained 
into the 1990s without a re- 
surgence of inflation. 

In cyclical terms, similar- 
ities exist between the pres- 
ent situation and the end of 
the last upswing in 1979/80, 
when inflation gathered con- 
siderablemomentum, prompt- 
ing the central banks to step 
on the brakes, which trigger- 
ed a global recession. Have 
we reached the same point 
once again? 

Today, demand is exerting 
upward pressure on prices, 
and growth in the OECD 
countries has been strong for 
some time-mirroring the 
situation in 1979/80. Indus- 
trial capacity utilisation is 
even higher now in Europe 
and Japan and has almost 
reattained its 1979/80 level 
in North America. While 
Europe's unemployment is 
higher today, the jobless rate 
in Japan and the U.S. is 
roughly at its 1979/80 level. 


Changed attitudes 

One important difference 
relates to wage settlements. 
Current pay rises are well 
below the sharp increases ofa 
decade ago which sent unit 
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labour costs soaring. While the 
effects of stronger employ- 
ment growth and, in some 
cases, substantial cuts in 
unemployment are being felt, 
wage rates are climbing only 
marginally. It is an open ques- 
tion whether the unions have 
learned from the past that 


The outlook for inflation 
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excessive pay demands in- 
crease unemployment, and 
have altered their approach, 
or whether their fairly moder- 
ate claims merely reflect 
lower inflationary expecta- 
tions. At all events, the pres- 
ent upswing will depend on 
continued moderation in 
wage settlements. 

Another reason to believe 
that history is not about to 
repeat itself is the shift in the 
emphasis of economic policy 
towards containing and re- 
ducing inflation. In the late 
1970s, central banks, anxious 
to support the upswing, 
accommodated high growth 
of nominal demand. Al- 
though an expansionary mon- 
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etary policy was adopted to 
dampen the dollar's de- 
cline and offset the repercus- 
sions of the October 1987 
stock-market crash, a correc- 
tion was soon made, and-in 
contrast to the late 1970s-it 
occurred at a time when infla- 
tion rates were still low. This 


timely response was intended 
to check inflation without 
causing a recession. 

Fiscal policy has also 
changed radically. The 
courses being steered in 
Europe and Japan are much 
more prudent now: govern- 
ments have reduced their 
budget deficits as a share of 
GNP. Indeed, some nations 
such as Britain and Japan are 


running surpluses. The U.S. is 
the big exception, however, 
with significantly higher bud- 
get deficits than a decade ago. 
But the process of deficit 
reduction is making headway 
there, too; by 1990 the deficit 
in GNP terms should be 
roughly half as large as in 
1985/86. 

Another marked differ- 
ence between the late 1970s 
and now is in the area of raw 
materials prices, which vir- 
tually doubled between 1978 
and 1980, primarily due to 
soaring oil prices. In 1990 as 
well, raw materials will prob- 
ably be much more expen- 
sive than they were in 1988, 
yet the average increase will 
be about 20%. 

All in all, the current signs 
do not point to a fresh surge 
in inflation at the start of 
the 1990s. And the financial 
markets seem to share this 
view, as the flat-and in some 
cases inverse-yield curves 
show. 

In the medium term, too, 
the chances are good that 
inflation can be kept under 
control. Deregulation in the 
Western economies has 
spurred competition, and 
the completion of Europe's 
Single Market should also 
boost competition in its 
member states, thus helping 
to keep inflation in check. 
However, this presupposes 
that the rise of protectionism 
can be stopped. Undoubt- 
edly, a firm commitment to 
free trade by the major in- 
dustrial nations would help - 
secure price stability. 
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Tweaking Big Blue’s beard 


MAYNARD, MASSSACHUSETTS 


With sales of desktop computers soaring, mainframe computers looked 
like clunky relics of yesteryear. New uses, and new competition, mean 


mainframes are back in vogue 


UESS the product. The same outfits 
sell them today as did ten years ago; 
though the market has doubled in size, mar- 
ket shares creep up or down by fractions of a 
percentage point a year; one company be- 
strides the industry, as it always has. Wash- 
ig machines? Steel? Nuts and bolts? No, 
Anainframe computers—the lion’s share of 
the world's highest technology business. Yet 
the immutable mainframe market is chang- 
ing at last, and Digital Equipment is squar- 
ing up for a fight with IBM, right in the heart 
of Big Blue's kingdom. 

In ten days this month, something re- 
markable happened. Customers for main- 
frames and those who follow the industry, 
whose sole source of news on the business is 
usually IBM, were addressed by two newcom- 
ers. On October 16th, Tandem Computer, 

^a Californian company, unveiled a new 
mainframe, called the Cyclone. This marked 
the first new company to enter the main- 
frame market in America for 15 years. On 
October 24th Digital Equipment, 18m’s clos- 


Lx est rival (though still only one-fifth its size by 


sales), announced its first mainframe, called 

- Aquarius. Though it denies any attempt to 

steal Digital's thunder, IBM announced mar- 

"ginal improvements to its own mainframes 
on the same day. 

In unit terms, mainframe sales are grow- 


ing at only 8-9% a year, compared to about 
3596 for workstations, the power-end of per- 
sonal computers. Pundits have said that the 
machine is being replaced by networks of 
personal computers and minicomputers. So 
why this flurry of activity? 

For one thing, mainframe sales are 
worth $40 billion a year, with IBM account- 
ing for about 70% of them, according to the 
Gartner Group, a consultancy, Gross mar- 
gins on sales run at 10-15% higher than in 
any other part of the computer industry. For 
a company like Digital, whose earnings fell 
17% to $1.07 billion in 1988, such a vast 
and profitable market is irresistible. 

However irresistible, technology alone 
could not conquer it. No company has been 
able to design a mainframe that is both con- 
ventional enough to be dependable, and re- 
markable enough to displace IBM main- 
frames and the valuable software they run. 
Instead, the hope for the newcomers de- 
pends upon the new ways that mainframes 
are being used and tied together. 

The mainframe was invented to process 
information "in batch", which means at its 
own convenience, much as damaged shoes 
might be sent away to a cobbler to be 
mended. More and more, however, users 
want a computer heel bar. They need in- 
formation processed: while they wait. Big 





































customers for such real-time’ proe 
which is known as on-line transaction 
cessing (OLTP), include airlines" reserv: 
systems and automatic telling machir 

OLTP is not new, just getting mor 
lar. It is more expensive than batch t 
ing, but it has clear advantages. Acco 
information is most useful when it i 
Retailers want to connect cash register 
database for stock control aiid to learr 
buys what, when. Manufacturers. want 
manage their stocks (inventories) c 
and fill orders quickly. : 

According to Mr Peter LeBay, 
puter consultant, mainframes typ 
spend four-fifths of their time processi: 
batch and a fifth at ovtr. Therein lies. 
newcomers’ chance. Each time an appli 
tion is converted from batch to OLTP, | 
software must be rewritten. 

This will help overcome the highest 
tier to would-be mainframe makers, Billi 
of dollars have been invested in writing 
software which runs on today’s machi 
Each piece of software must be written 
specific family of machines. If a cust: 
switches his computer supplier, in 
cases all his valuable software b 
worthless, forcing him to pay tens of 
lions of dollars to replace it. As OLTP 
up ever more of a mainframe's time, 
value of the machine's installed batch-p 
cessing software in effect falls as it gradi 
grows outdated. Uu 

Tandem's reputation is founded on i 
OLTP machines. Though the efficiency o 
IBM's mainframes at OLTP has greatly. ir 
proved, Tandem’s expertise will give i 
edge over Big Blue. This is particularly s 
cause the Cyclone is a bargain by m 
frame-standards, costing, at around $1 
as little as half as much as tBM's compet 
machine. 

Digital is less known for its OLTP pr 
ucts. There is little doubt that the compar 
can make handsome sales of around $1 bil 
lion or so merely by supplying loyal cus: 
ers who have grown large enough to wa 
mainframe, but have not yet bought 
Some think that might not be enough 
the company to be able to cover its costs ai 
have money spare for the development of 
next mainframe computer. So Digital is con. 
centrating on scientific computing, tra 
tionally a strong field for the company and: 
fast-growing business. Here it will be br 
ing up against IBM, and other, speci: 
minisupercomputer — makers, notab 
Alliant and Convex. y 

To succeed in mainframes, Digital 
have to grab a hefty share of OLTP sales 
About two-thirds of the companies. 





























win IBM mainframes also own Digital equip- 
ent: Digital hopes to convert some of these 
, Aquarius, as they change their programs 
om batch to OLTP. 

Digital has another trick up its sleeve. 
Ithough Digital: is not adopting IBM's 
ainframe standards, it is forming one of its 
wn. Aquarius can run the same software as 

ital's Vax minicomputers. So firms that 
ady own a lot of Digital software will be 
pared some expense. Furthermore, Vaxes 


can be tied together so that a user, sitting in 
front of a Vax workstation, will not know 
what data are being processed on what com- 
puter in the network—something that is 
known as distributed processing. Digital ar- 
gues that this means processing can take 
place where it is done most efficiently and 
most quickly. Digital’s difficulty is that it is 
still short of the software that manages large 
computer systems. It hopes to redress this 
through alliances with software houses, such 
as Computer Associates. 

Nobody pretends that the going will be 
easy for IBM's challengers. The huge sums 
that customers have invested in existing 
mainframes, and long product cycles, pre- 
vent sudden changes in the market. It could 
take a decade for the battle to hot up. Nei- 
ther should ism be underestimated. Making 
and selling mainframes are its bread and 
butter, producing around two-thirds of its 
operating profit. According to International 
Data, a firm of computer-industry analysts, 
20% of iBM's customers have already com- 
mitted themselves to the company's version 
of oLTP. Of the rest, about half say they in- 
tend to stick with iBM—though that still 
leaves an awful lot of market to scrabble for. 
Forget 1BM’s shadow boxing with its Octo- 
ber 24th announcements. Its counterpunch 
will come with its new mainframe, code- 
named Summit, which is due before 1992. 

The first to suffer from heightened 
mainframe competition will be the smallest 
firms in the market: France’s Bull, Britain’s 
ICL and America’s Unisys, all of whose de- 
signs are showing their age. These compa- 


nies offer a large variety of products but suf- 
fer from a relatively small share in each part 
of the market. That makes costs high and 
customers nervous. 

As the world's number two computer 
maker, Digital has spent its life in IBM’s 
shadow. Perhaps the company recognises 
what Japanese computer makers Fujitsu and 
Hitachi learned long ago: if IBM is ever to be 
cut down to size, it has to be challenged in 
mainframes, which help subsidise the com- 
pany’s efforts in a host of other markets. 
Undaunted by the roll of dead and damaged 
companies who have tried to do just that, 
Digital seems ready at last to take on Big 
Blue where it is biggest. 
^ 





America's chipmakers 


Memory games 


SAN FRANCISCO 


SC among America’s chip- 
makers and chip users may doom us 
Memories, the consortium of American 
high-tech companies set up to counter Japa- 
nese dominance of the market for computer 
memory-chips. Formed last June with great 
fanfare, the consortium has been slow to at- 
tract members and money. It seems unlikely 
to meet a self-imposed deadline of Novem- 
ber Ist for selecting a manufacturing site. 
Fears that Japan’s control of memory- 
chip production will threaten the future, or 
even survival, of America’s semiconductor 

































‘MOSCOW 


HE space industry is one of the few 
areas in which Russia can claim to be 
-up there among the world’s leaders. Like 
other Russian businesses, even this show- 
case industry is being told to try to make 
money. As it does, a manufacturing ice- 
berg is emerging. 

This is Lavotchkin Association, the 
maker of unmanned Soviet space probes. 
<Lavotchkin has formed an export joint 
venture with a London marketing com- 
pany called cL International. Don't plan 
on ordering a space cruiser, but do be sur- 
= prised at what it may sell. 

. Lavotchkin was a famous aeroplane 
‘maker. During the second world war it 
© built wooden fighters, but then its designs 
for jets lost out to those from its rivals, the 
MiG builders at Mikoyan-Guryevich. 

Lavotchkin was subsumed into the fledg- 
| ling Soviet space industry. It built the 
| craft that brought soil from the Moon, 

| and the one that sent back photographs 
of Venus in 1975. 


—— ———Ü 





Beam me up, comrade 





Lavotchkin is huge, employing over 
140,000 people in 44 factories. Modestly, 
its chief engineer, Mr Nicholay Laptev, 
says it is not the largest group in the So- 
viet space business. But it does produce a 
surprising diversity of products—and an 
insight into how some of Russia's indus- 
trial behemoths operate. As well as into 
their scope for exports. 

One factory makes wooden furni- 
ture—a legacy of aeroplane-making days. 


Lavotchkin is also the main supplier of 
Russian skis and a big producer of moun- 
taineering equipment; both these product 
lines benefit from its expertise in light al- 
loys and composite materials. It also.. 
makes sports-training equipment, some of , 
it based on devices used on Mir, the So- | 
viet space station. Cosmonauts on Mir are 
weightless for several months. Lavotchkin 
started making lightweight fold-away exer- 
cise equipment to help stop their muscles 
wasting away. 

Lavotchkin's joint venture with CSK 
aims to distribute some of these products 
in western markets. Its heady sales target 
for winter-sports equipment is $25m-30m 
a year, with similar ambitions for exercise 
equipment. Launch of the keep-fit gear 
will be timed for the run-up to the Barce- 
lona Olympics in 1992, 

A little closer to its core business, 
Lavotchkin hopes to break into the mar- | 
ket for home satellite-television dishes in | 
the west. It might do better supplying | 
these at home: Satellite television is ex- 
pected to be officially sanctioned soon in | 
the Soviet Union, where vast audiences | 
may want to look west. | 
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Terrible twins 














Australia may be on the opposite side of the globe to Britain, and its 


Bea and Australia have the big- 
gest current-account deficits as a per- 
centage of GDP in the OECD, and among 
the highest inflation rates: close to 712% 
in both countries. A few years ago fiscal 
profligacy could have been blamed; not 
today. Britain’s government is not the 
only one to have turned a budget deficit of 
4% of GDP in 1983 into a surplus currently 
running at just over 296. Over the same 
period, Australia has moved from a 696 
deficit to a 1% surplus. 

; This should have boosted domestic 
* , Savings and so improved both country's 
|| current accounts. But as the public sectors 
curbed their appetite for credit, the pri- 
vate sectors went on a borrowing binge, at 
the same time as business invest- 
ment soared. So the balance be- 
tween domestic savings and invest- 
ment worsened: Britain's current 
account moved from surplus to a 
deficit of 4% of cpp, Australia’s 
deficit has widened to almost 6% of 
GDP. 

In Australia, like Britain, the 
private-sector borrowing binge was 
unleashed partly by the lib- 
eralisation of financial markets. But 
whereas in Britain it was house- 
holds who borrowed hand over fist, 
in Australia it was mainly compa- 
nies, to finance capital spending 
and takeovers at home and abroad. 
The debt-to-equity ratio of non-fi- 
nancial companies has more than 
doubled in the 1980s. 

In both economies demand was 
further stoked by too-loose monetary poli- 
cies. Both governments badly underesti- 
mated the strength of demand in 1987 
and 1988. Mr Paul Keating, Australia’s 
treasurer, cut interest rates sharply in 
1987 to try to hold down the Australian 
dollar, just as Mr Lawson, Britain's chan- 
cellor of the exchequer, was trimming in- 
terest rates in his attempt to shadow the 
D-mark. Both finance ministers cut in- 
come taxes at the height of a boom. 

Australia's net foreign debt was A$110 
billion ($89 billion) last June, of which 
two-thirds is owed by the private sector. 
Professor John Pitchford of Australian 
National University argues that the cur- 
rent-account deficit does not matter be- 
cause it reflects private-sector borrowing, 
not government borrowing. The deficit is 
the product of the decisions of private-sec- 
tor borrowers and foreign lenders, so the 














government of a different political hue, but 
ve followed remarkably similar paths in the past few years 
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government does not need to interfere. 
This argument has a familiar ring in 
Britain. It was proposed by Mr Lawson in 
the summer of 1988. But the theory was in 
fact spelt out in 1977 by Mr Max Corden, 
an Australian economist now at the IMF. 
One snag with this argument is that 
whether borrowing is done by the public 
or private sector, servicing the debt is still 
a burden on future resources. What mat- 
ters is whether it is wisely invested and will 
generate future income. Recent events in 
Australia cast some doubt on this. 






















ing market, Australian consumets s 
seem to be enjoying the good life. Impo: 
flow as freely as the beer. But economi 
on both sides of the globe agree that th 
economies must slow down sharply i 
next year or so if inflation and trade de 
cits are to be controlled. 


Where likenesses end 
Though the causes and consequences 
the binge in private-sector borrowing 
Australia and Britain are horribly alil 
the two economies could never be con. 
fused. Certain differences may determi 
their governments’ relative succes 
bringing things back into balance, 
Australia is the world’s third-bigges 
debtor, behind Brazil and Mexico. Brirain 
remains a big net foreign creditor, provid 
ing it with a cushion. 
The biggest threat to both gover 
ments’ strategies is a wage explosion. B 
so far the Australian government has: 
ceeded in limiting wage inflation through 
a deal with the trade unions. The accord 
has worked surprisingly well: real 
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Hooker Corporation has been forced into 
liquidation, and Mr Alan Bond and now 
Mr Christopher Skase’s Qintex group are 
selling assets to meet their debts. 

The Australian government, like Brit- 
ain’s, has relied almost solely on high in- 
terest rates to tame domestic demand and 
inflation. Indeed, Australia is one of the 
few countries which has interest rates 
higher than Britain. Their bank prime- 
lending rates—20% and 16% respec- 
tively—are, in real terms, a record. Unfor- 
tunately, both countries, unlike almost 
every other, include mortgage-interest 
payments in their consumer-price indices. 
Higher interest rates have thus had the 
perverse effect of pushing up the inflation 
rate in the short term. 

The British government found that in- 
terest-rate medicine is slow to act. It is the 


































wages have fallen by 696 in the past 
five years. In Britain, in contrast 
real wages exploded by 1596 over 
that period, exacerbating the coun- 
try’s inflationary problems. Austr: 
lia's two-month-old dispute involy- 
ing domesticairline pilots might 
have put its accord at risk, but the 
pilots seem to be gradually giving 
in. 

Although Australia’s incomes 
policy has been a macroeconomic 
success, it is causing a microeco- 
nomic mess. For example, wage d 
ferences have narrowed, reducing 
the incentive to acquire new skills. 

Despite its original promises; 
Australia's Labor government has 
barely scratched the surface of mi- 
croeconomic reform. Financial 
markets have been liberalised and som 
modest tax reform carried out, but else 
where deregulation has been timid. Th 
transport sector and public industries t 
main sheltered from competition, and la- 
bour productivity is restricted by rigid. 
job-demarcation. : 

True, the Thatcher government ‘has 
not lived up to all of its promises eithe: 
and its economic miracle is now looking. 
tarnished. But Britain has generally done 
more than Mr Bob Hawke’s government 
to improve the workings of markets and 
thus to encourage industry to export its 
way out of trouble. 

Mrs Thatcher is also better placed 
than her antipodean counterpart in an- | 
other way. Mr Hawke must call a general 
election by next May; Mrs Thatcher h 
until June 1992— two extra years in which: 
to turn the economy around. 
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same in Australia. Apart from the hous- 













hail the mighty megabit 


computer industries got the consortium 
martly off the ground. Since then it has 
ed. The fears have not been strong 
ough to persuade many companies to 
US Memories with cash or promises to 
buy its chips. 
= There has been no application even 
from Sun Microsystems, a fast-growing 
maker of workstations, whose president, Mr 
Scott McNealy, warned earlier this month 
that it could grow only as fast as the Japanese 
shipped it DRAM memory chips. Sun may be 
eluctant to throw its lot in with Us Memo- 
ries because the company is said to have 
signed a deal with Toshiba for the long-term 
supply of chips, or because it is trying to li- 
cense its own SPARC microprocessor design 
to Japanese chipmakers. 
The consortium's supporters do include 
dustry heavyweights such as IBM, Hewlett- 
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erica's patent system 
Not invented here 


Tm INGTON, VIRGINIA 


FT^HE feeling of relief at the United States 
Patent Office is almost palpable. A 
seemingly unstoppable rise in the share of 
American patents going to foreigners, from 
"about 30% in 1970 to 48% in 1988, appears 
. to have levelled off. Today's joy is probably 
as exaggerated as yesterday's gloom. But at 
least the change in mood has produced one 
excellent result: America is once again tak- 
ing the lead in pushing for more interna- 
tional co-operation on patents. 
. The decline in the 1970s in the actual 
. number of patents won by Americans, as 
well as the decline in their share of the total, 
was described as “disastrous” by the Patent 
- Office. Politicians wrung their hands over 
the apparent loss of American inventiveness 
. and a consequent deterioration in Ameri- 
can industry's international competitive- 
ness. So did businessmen: most American 
patent applications come from American 


84 









Packard, Digital Equipment, National Semi- 
conductor, Intel, Advanced Micro Devices 
and Ls! Logic. They have failed to sign up 
the chip-devouring personal-computer mak- 
ers, Apple and Compaq. Apple's decision 
has demoralised the consortium's support- 
ers. They thought recruiting Apple would 
be easy because it suffered badly from last 
year's shortage of DRAM chips. Forced to 
buy on the spot market, Apple paid such 
high prices that its earnings plunged 2996 in 
the first quarter of 1989. Apple says there is 
no shortage of supply now. 

Many American companies may be 
scared to join the consortium for fear of of- 
fending their Japanese chip suppliers. Japa- 
nese companies say they will have no 
favourites during any future chip shortages. 
Many American buyers are not so sure, 
given Japanese notions of loyalty. They want 





companies, not from individual inventors. 
The deterioration in America's relative 
position continued in the 1980s, though at a 
slower pace. By last year only two of the ten 
companies that secured the most patents 
during the year in the United States were 
American: General Electric (GE) and IBM 
(see chart). As recently as 1975 seven of the 


Foreigners get patently clever 
Top ten US patentees Applications by country 
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to keep in their suppliers' good books. 

Us Memories would not have a domestic 
monopoly anyway. Texas Instruments, 
America's largest manufacturer of DRAMs, 
has been accepting tens of millions of dollars 
in advance payments for future deliveries of 
memory chips. That marks a departure from 
normal sales practices. The money report- 
edly is to be used to finance a new $500m 
chip-making factory that would compete 
with the planned $1.2 billion us Memories 
plant. 

Another challenge to the consortium 
comes from Mr Thurman (“TJ”) Rodgers, 
the outspoken president of Cypress Semi- 
conductor. Mr Rodgers has tried to make 
nonsense of the whole idea of an industry 
consortium. He says he would be glad to 
make plenty of DRAMs more cheaply than us 
Memories—if only M would license him 
the design technology it has already agre 
to license to the consortium for a nomit 
fee. Mr Rodgers says he has spare capacity at 
a factory in Round Rock in Texas, and could 
be in production within six months—in- 
stead of the 18 months required by us Mem- 
ories. He will be talking to IBM next month. 
IBM suspects a publicity stunt. 

Meanwhile, cheap Japanese DRAMs are 
flooding the American market. Megabit 
DRAMS, which are fast becoming the com- 
puter industry's workhorse chip, could 
hardly be found last year—and cost $30 
each when they were available. Now they sell 
for only $9. The further DRAM prices drop, 
the faster the future of Us Memories evapo- 
rates. If it cannot get enough backing by the 
end of 1989, us Memories says it will give up 
altogether. To all such protectionism: RIP. 
LIAE au 


top ten had been American and GE's domi- 
nance looked unassailable. Mr Donald 


Quigg, America's patents and trademark ~ 


commissioner, was pained by America’ 
slide. “I only hope our efforts to rekindle the 
spirit of invention are not too late,” he fret- 
ted in a statement last March. 

Today Mr Quigg is a happier man. 


Britain 
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There are now, he says, encouraging signs 
that the guttering has stopped. The share of 
patents granted to Americans could even 
rise this year. In 1988 the Patent Office 
noted with relief a 10% rise in the number 
of American applications for patents. 

Mr Donald Banner, the president of 
Intellectual Property Owners, a Washing- 
ton-based trade association for inventors, is 
even more ebullient. Americans, he says, 
have at last become really worried about 
their country’s poor trade and balance-of- 
payments performance. This concern, he 
thinks, has led to a resurgence of interest in 
achieving technological excellence. 

In any case, the Americans may not be 
losing as much ground to the Japanese as the 
figures indicate. Mr Quigg points out that 
the Japanese total of American patents is 
bloated by the Japanese practice of filing sev- 
aral patent claims, each covering a different 
\ xtofan invention, rather than a single, 
muitiple-patent application. 

It is also far easier for Japanese compa- 
nies to secure patents in the United States 
and the Ec than for American and Euro- 
pean competitors to do the same in Japan. 
Japan’s patent office is snowed under by a 
backlog of 2.5m applications and a cumber- 
some adversial system which encourages 
challenges and creates delays. America’s 
Patent Office has cut the average time it 
takes it to process a patent application to 
under 18 months (from a high of two years) 
by increasing its staff of trained examiners 
from 780 in 1981 to 1,600 today. 

With America back in the running, Mr 
Quigg dreams of harmonising patent laws 
worldwide and, in effect, turning the Japa- 
nese, European and American patent offices 
into the branch offices of a single interna- 
tional patent agency. The Europeans have 
shown that it can be done. Most inventors, 
*-reign as well as Europeans, now file their 

tent applications directly with the Euro- 
pean Patent Office in Munich rather than 
with Europe’s national patent offices. 

Mr Quigg's dream could prove to be a 
legal nightmare. America is the only big 
country with a first-to-invent system, which 
protects inventions from the moment of 
their inception by an American inventor 
(but, perversely, not for those of foreign in- 
ventors). So in America, at least, an inven- 
tor merely has to prove he was first to come 
up with an idea. The grant of a patent 
merely confirms the inventor's ownership 
rights to his brainchild. Everywhere else an 
invention only enjoys legal protection once 
an application for a patent is lodged. Get- 
ting America to tear up its patent laws in 
favour of a system which follows interna- 
tional practice could take years and, accord- 
ing to some legal scholars, may even require 
a constitutional amendment. It could just 
happen, but not without plenty of conces- 
sions from foreigners first. 
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The strike at Boeing 


Grounded 


SEATTLE 


ESSE JACKSON, advocate for the down- 

trodden, faced a different kind of audi- 

ence in Seattle recently. Listening to Mr 
Jackson were striking Boeing machinists, 
whose average take-home pay, when work- 
ing, is $35,000 a year. With a neat bit of ora- 
torical legerdemain, Mr Jackson turned the 
machinists into a vanguard for the working- 
class struggle. “If these workers are on man- 
agement's hit list, then everyone is in trou- 
ble,” he proclaimed. 

Some people would love to be on that 
hit list. The contract that 57,000 members 
of the International Association of Machin- 
ists and Aerospace Workers ripped up on 
October 4th would have increased mem- 
bers’ annual pay by an average of $13,800 
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Bourgeoisie of the world, unite 


over three years through wage rises, bonuses 
and cost-of-living adjustments. 

But the union smelled blood, and it is 
not difficult to see why. The world's biggest 
aeroplane manufacturer, Boeing is strug- 
gling to keep up with booming demand. The 
company has booked orders for almost 750 
aircraft this year. Its order backlog is worth 
nearly $82 billion and is equivalent to more 
than five years' production. In the first half 
of 1989 Boeing's profit was $346m, and it is 
expected to keep climbing for at least three 
more years. Better yet, Boeing is sitting on 
$3.7 billion of cash. 

Despite such affluence, memories of the 
early 1970s still torment Boeing executives. 
Back then employment plunged from 
104,000 to 39,000 as orders dried up and the 
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BUSINESS 
government shot down plans for an Ameri- 
can supersonic airliner. Even now, with air- 
lines pleading for space on Boeing assem 
lines, the company is pessimistic, forecast 
a possible downturn in 1992. That would be 
the final year of the union contract now in 
negotiation. Boeing’s offer to the machinists 
reflected that forecast, with wage increase 
of 4% the first year and 3% each of the fol- 
lowing two years. The company wants to 
limit wage rises in favour of bonuses that can 
be scaled back if business stalls. 

The union wants just the opposite. It 
would like to scrap lump-sum bonuses paid 
for the past three years in favour of annual 
wage increases of more than 1096. The ma- 
chinists also want cuts in mandatory over- 
time, which now stands at 200 hours every 
three months. Local newspapers have been | 
full of tales of workers whose marriages fell 
apart under the strain of overwork. a 

While the machinists lay siege to the 
company, the less militant engineers’ union 
also is seeking large wage increases. Boeing's 
engineers, whose contract expires on De- 
cember Ist, have never staged a strike. / . 
walkout by them would be a damaging blow 
to the company's plans for future aircraft. — 

As well as leaving 57,000 of Boeing's 
109,000 workers idle, the machinists’ strike 
is sending ripples through the airline indus- 
try. Boeing had 93 aircraft scheduled for de- 
livery this quarter. Management workers 
drafted on to the assembly lines have been: 
able to push nine out of the door. Those air: 
craft were nearly ready; it will be impossible 
for Boeing to finish its dozens of half-assem 
bled aircraft without machinists. Boein 
plants were falling behind even before the 
strike. The company's chances of catching | 
up with delivery schedules once workers re- 
turn are slim. 

A strike at Boeing also affects other la- 
bour disputes. Its outcome will set the tone 
for negotiations in the big southern Califor- 
nia aerospace industry. A victory for the ma- 
chinists might also help the American la- 
bour movement, which has been reeling 
since the air-controllers' strike was crus ed. 
in 1981. Boeing is so big that the govern- 
ment is watching the strike with more than 
usual interest. The aircraft-maker is Ameri- 
ca's largest exporter of manufactured goods, 
helping to hold down America's trade defi- 
cit with more than $8 billion of net exports. 
in the first nine months of 1989. n 

Half-hearted talks broke down during - 
the strike's second week, with no new dis- 
cussions arranged. Positions have hardened. 
Boeing's chairman, Mr Frank Shrontz says 
the company will not put more money on 
the table. Union leaders threaten to keep. 
their members out until Christmas. By then. 
machinists will be well acquainted with their _ 
$100 a week strike pay. If Mr Jackson re- 
turns, he will be talking to the truly needy, 
not the newly greedy. 4 









































85. ^i 


ET p. 





























reeing services 


JENEVA 


N A bid to cut the cackle, on October 
23rd American negotiators put on the ta- 
lë at the Geneva trade talks a blueprint for 
owering barriers to trade in services 
hroughout the world. America’s draft text 
or a General Agreement on Trade in Ser- 
vices (GATS) predictably attracted flak for 
both its approach and its detail. All the 
same, the path to a services accord by the 
jme the Uruguay Round of trade talks ends 
ate next year now looks clearer. 

- America’s 21-page proposal, the first to 
- put in legal language, defines the objec- 
, coverage, rules, exceptions and en- 
ment mechanisms for an agreement 
at the “immediate and progressive 
ralisation" of trade in more than 100 
service sectors including transport, telecom- 
unications, tourism and construction. If 
ade negotiators in Geneva stick to their 
netable, any services agreement would 
obably come into force on January 1 1992, 
ughly a year after signing. 

America and other industrialised coun- 
have a big stake in liberalising services 
e, now worth some $560 billion (exclud- 
vestment income and government and 





























other remittances). Though only one-fifth 
of the value of world trade in goods, trade in 
services has grown faster in the 1980s. Sup- 
porters of America’s GATS hope it could 
presage the kind of explosive growth seen in 
merchandise trade after the General Agree- 
ment on Tariffs and Trade (GATT) was 
signed in 1947. 

Initially either hesitant or openly 
antagonistic to a services agreement, devel- 
oping countries have gradually been weaned 
from the notion that such a deal would ex- 
tend the hegemony of powerful multination- 
als to the detriment of poor nations. Some 
have already become important services ex- 
porters. South Korea, Singapore, Hong- 
kong and Mexico now rank among the 
world’s top 20, while India has a flourishing 
data-processing industry which capitalises 
on its well-educated but relatively cheap la- 
bour force. Other third-world nations see 
the benefit of importing cheap, efficient ser- 
vices (and know-how) to boost their own in- 
dustrial development. 

Developing countries have also been 
won round by western promises that third- 
world-development needs will be taken into 
account in any services accord. No one, in- 
cluding the Americans, has yet worked out 
how to do this. America’s proposal men- 
tions development in a preamble and then 
ignores it. American officials say the me- 
chanics of the draft agreement will require 








ESTERN countries are happy to 
send Colombia guns, tanks and 
rigates to help the fight against the 
narco-traffickers. They seem less than ea- 
ger to open their arms to Colombia's 
peaceful offerings of bananas, roses and 
chrysanthemums, forcing the country to 
be that much more dependent on tariff- 
and quota-free exports of cocaine. 



















































Colombian cut flowers and bananas 
face a 15-2096 tariff in the European 
Community—if they are lucky enough 
to be allowed in. Greece will not let in 
any bananas while France and Britain re- 
strict imports from countries that are not 
former colonies. Italy lets in 250,000 
tonnes of the fruit. 

America lets bananas in without re- 
strictions but imposes an 8% tariff on 
some cut flowers. Up to a limit, orchid 
and chrysanthemum imports are free of 
tariffs, but last year the Colombians ex- 
ceeded their quota and so had to pay 
duty on the whole lot. Japan has no tar- 
iffs on cut flowers but until recently in- 
spected imported flowers so carefully 
they were none-too-fresh by the time 
they left customs. 

Bananas are Colombia’s largest legal 
export after coffee and brought in 
$250m of revenues last year. The cut- 
flower industry is not far behind. In 
1983, spot checks by customs officials in 
Miami found some 1,600 pounds of co- 
caine in Colombian cut-flowers im- 
ported into America. The discoveries led 
the American cut-flower industry to ac- 
cuse Colombian competitors of collect- 
ing an export "subsidy" from drug deal- 
ers. Such ‘collusion may have stopped. 
Colombia's exports of drugs have not. 
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less liberalisation by poorer countries than 
by richer ones. After looking at the draft 
GATS, the European Community joined 
with developing countries in saying that 
such promises were not good enough. 

Despite the moans, developing coun- 
tries have yet to suggest any alternatives. 
They need to be included from the start if a 
GATS is to have the kind of galvanising effect 
on services trade the West seeks. Other ob- 
stacles remain to an effective accord, too. 
The most vexing is the question of what sec- 
tors to cover. 

Here there is a clear split between coun- 
tries, like America, that want everything in- 
cluded unless it is specifically excluded and 
those, like the EC, that want everything ex- 
cluded unless it is specifically include ` 
America reckons its “subtraction” a. 
proach is likely to produce more 
liberalisation. All the same, the American 
draft gives countries plenty of opportunity 
to wriggle off the liberalisation hook. Signa- 
tories would operate "schedules" letting 
them exclude some services from the agree- 
ment, and could put “temporary” reserva- 
tions on those where existing laws would 
prevent them from complying with fair- 
trade obligations. These reservations would 
then be bargained away over the years. 

American officials acknowledge that 
America will be making such reservations it- 
self, though they are being coy as to what 
these will be. Coastal shipping, from which 
foreign carriers are barred by the Jones Act, 
is likely to feature high on the American list. 
More contentious could be banking. Some 
American states ban foreign banks from set- 

. ting up in their territory. But banking is one 
industry in which the EC is in no mood to 
allow backsliding by others. 


- oil 
: BUSINESS continues on page 91. 
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The Pageant of 
Classical China 








at Taipei’s Most | 
Exquisite Hotel 


The Howard Plaza preserves all the luxuries of 
classical China: decor, comfort, and cuisine. 

Deluxe accommodations mean hand-carved rosewood 
furniture and original 2h PL RKA 
contemporary paintings in all nra m o 
guest rooms. In addition to 2n 
business and fitness centers, 

a swimming pool, and 10 | 
food and beverage outlets, the ! 
Howard is located in eastern 
Taipei's sparkling commercial 
and residential area. 

Whether in town for business 
or pleasure, your stay will be 
distinct with the personalized 
hospitality of which imperial 
legends are made. 





WHA MIE caves 
Howard Plaza Hotel 


160 Jen Ai Road, Sec. 3, Taipei, Taiwan, R.O.C. Tel: (02)700-2323 
Fax: 886-2-705-2803 Tix: 10720 HOPLATEL TAIPEI 





For reservations and information, please contact any KLM Golden Tulip Worldwide Hotel, 
Distinguished Hotels of the World, Utell International or Supereps International. 
An associate of the Keio Plaza Hotels, Japan. 





Lombard 
the British Bank 


with a history of 
making money 
grow 


When you open a deposit account with Lombard you know 
you are entrusting your money with a major UK Group with 
a history of business in the world of finance spanning more 
than 125 years. 


And we are one of the largest banking subsidiaries in the 
National Westminster Bank Group, itself one of the biggest 
banking groups in the world. 


Our range of Sterling savings and deposit accounts 
provide total investment flexibility, with the minimum of 
restrictions and a good return on your funds. 


As an added benefit for non residents of the UK all interest 
is paid without deduction of tax at source. 


With our experience, our standing and our reputation you 
can rest assured your money will be in safe hands and 
your account operated in the strictest confidence. 


To know more about 
the benefits of 
saving with Lombard 
and making 
your money 
grow, please 
complete and 
return the 
coupon or 
'phone 
Stephen 
Carter on 
0737 774111 
extension 
3861. 


| To: Stephen Carter, The location of our West End Deposit Office, 
Lombard North Central PLC, 38a Cuzon Street, London W1 
Banking Services Department 635, 
38a Curzon Street. London W1A 1EU. 18A 












Please send me, without obligation, a copy of your deposit account 
brochure and current interest rates. (PLEASE WAITE IN CAPITAL LETTERS ) 


NAME (Mr/Mrs/Miss) 
ADDRESS 























Registered in England 

No. 337004 

Registered Office 
Lombard House 

3 Princess Way, Redhill 
Surrey RH1 1NP, England 


« A member of the National 
Westminster Bank Group 
whose capital and reserves 
exceed £4,800,000,000. 





(Lombard 


«æ Ihe Complete Finance Service j 


Deposit Accounts 


















COME THROUGH 
WITH FLYING COLORS 



















The spirit of fair play, free com- 
petition and international co- 
operation has ever been our driving 
force, making us what we are today. 
A US$15 billion enterprise with 
over 80 offices spanning the globe. 

We work in partnership with such 
firms as Honeywell, Siemens, Hitachi, 
and Caltex. Because we believe close 
cooperation breeds mutual success. 

you'd like to join our team, you 
know where to find us. On the fast 
track to a better tomorrow. 


Lucky-Goldstar. 


*Chemistry and resources 
*Consumer and industrial electronics 
* Trade, finance and engineering 
*Public services 


[E92 LUCK Y-GOLDSTAR 


IGI PR: Yoido P.O. Box 699, Seoul, Korea. Phone (02) 785-5694 
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Local insight. Global outlook. 





in the UK, Marine Midland Bank 
in the USA, and The British Bank 
of the Middle East throughout the 
Middle East. 


This means that through any of 

our 1,300 offices in 50 countries, 
you can get access to advice from 
people immersed in those markets. 





Hong Kong, London and 
Shanghai since 1865. Japan since For more information, contact HongkongBank 


1866. San Francisco since 1875. 


. our nearest office of the The Hongkong and Shanghai Banking Co tion Limited 
New York since 1880. The y à airo 
à HongkongBank group. Marine Midland Bank « Hang Seng Bank 
HongkongBank group’s experience The British Bank of the Middle East + HongkongBank 
in the markets of the world extends Intimate local knowledge. A Se. ster spem e 
c ` numa oc : " eage. Wardley » James Capel « CM&M 

over a century. Its member global point of view. A — 

Š : Carlingford and Gibbs Insurance Groups 
companies, too, have long and management structure which 


distinguished histories in their produces fast decisions. That's Fast decisions. Worldwide. 
CONSOLIDATED ASSETS AT 30 JUNE 1989 


respective markets: James Capel our strength. EXCEED USS124 BILLION 









European telecommunications 


BRUSSELS 


deregulate Euro 
try with a single 


EST not call Brussels on November 7th. 
When the EC's 12 telecommunications 
ministers meet that day to discuss ways to 
open Europe’s telecoms industry to compe- 
> tition, they will tackle one of the most tan- 
- gled issues blocking the way to a barrier-free 
internal European market by 1992. Frus- 
trated by the slow pace of deregulation, the 
community's competition commissioner, 
Sir Leon Brittan, wants to cut through the 
» of conflicting rules and interests and 
te a decision. Some countries, led by 
France, object. 

Telecoms had been left out of the origi- 
nal 1992 plans when they were formulated 
in 1985. In 1987 the European Commission 
belatedly decided that such a key industry— 
worth 75 billion ecu ($98 billion) in 1987, or 
3% of the EC's GDP and growing rapidly— 
should be given the 1992 treatment. 

e commission’s programme aimed to: 
€ Force members to liberalise sales of termi- 
nal equipment and of value-added services 
(ie, all services except basic voice); 
€ Lay down one set of standards so that 
liberalisation does not spawn a dozen in- 
compatible systems; 
€ Separate the regulatory and the business 
sides of national post, telegraph and tele- 
phone authorities (PTTs); 
€ Open up the public procurement of 
telecoms equipment to pan-European 
tender. 

In 1988 the commission decided that 

€ only way to push through liberalisation 
by 1993 was to wheel out a seldom-used but 
extremely powerful weapon. Article 90 of 
the Treaty of Rome allows the commission 
to issue laws to make public monopolies 
comply with the treaty's competition rules. 
It is the only article of the treaty that allows 
the commission to make laws without the 
council of ministers or the European parlia- 
ment having a say. 

Last year the commission issued an arti- 
cle 90. directive to liberalise the terminal- 
equipment market. France took the com- 
mission to the European Court of Justice, 
arguing that the article cannot be used to 
make laws in new areas. Without waiting for 
the court's ruling—expected early in 
1990—the commission wielded the weapon 
a second time last June, with a directive to 
liberalise value-added services such as video- 
tex, electronic data interchange between 
companies and on-line data services. The di- 
rective also allows providers of private data- 
transmission services to lease lines from PTTs 
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O what a tangled web we weave 


The European Commission's competition tsar, Sir Leon Brittan, wants to 


’s fragmented and protected telecommunications indus- 
ld stroke. No way, 


says France 


after 1993. The directive leaves the network 
in the hands of prs, together with the pro- 
vision of voice services. 

Since voice accounts for 9096 of most 
PTTs’ revenues, Sir Leon argues that PrTs 
will not suffer unduly. He defends the use of 
article 90 on the grounds that the directive 
applies existing competition rules, which he 
claims would never have allowed restrictions 
on terminal equipment or services if they 
had been enforced, rather than creates a 
new policy. In contrast, the harmonisation 
directive—known as open network provi- 
sion (ONP)—which defines the technical and 
legal standards under which providers of 
services will gain access to networks, in- 
volves a new policy and is therefore based 
on normal legislative procedures. 

Most of the member governments are 
furious that the commission should resort to 
such draconian powers when it could have 
taken individual countries to court. Nor do 
they like the content of the services direc- 
tive. France, Italy, Greece, Spain, Portugal, 
and Belgium insist that data transmission 
should not be liberalised. Britain, West Ger- 
many, Holland and Denmark support the 
commission’s view. 

The French government is throwing all 
its weight—including its current presidency 
of the Council of Ministers—into a cam- 
paign to force the commission to retreat on 
the services directive. France has offered to 
hurry through the onr directive, which it is 
currently helping to block, if the commis- 













sion will cut data transmission out of the 
vices directive. While Sir Leon is not bu 
ing, support from the rest of the comrniss 
is not assured. Last June Sir Leon had a 
time convincing the commission to use 
cle 90, and he only succeeded when the pi 
ident, Mr Jacques Delors, came down ; 
side. Mr Filippo Maria Pandolf 
telecoms commissioner, is wavering, If 
commission holds solid, the directive 
come into force next April—and the 
recourse left to the French will be the 
Most countries opposed to the direct 
are keen to protect their errs’ monon 
profits. France's hostility to some o 
commission's plans is more compli 
The French government believes that 
transmission is an essential service 
should be provided everywhere in Fran 
gardless of profit. France has already c 
verted more of its telecoms system to l 
grated Services Digital Network (isDN 
which sends data or voice more effici 
down existing wires—than other EC T 
bers have, and it wants to keep its ISDN n 
work a public monopoly. i 
Also fuelling opposition to deregu 
tion, in France and elsewhere, are feats t 
American firms such as GEIS and EDS (owr 
by General Electric and General Moto 
spectively), with their experience of pr 
networks and customised services, are lik 
to cream off much of the new business, 
larly, Japanese and American manufa 
are best placed to gain from 
liberalisation of terminal equipment. 
years of national protection have left Eu 
pean producers unable to provide the'ni 
tele-gadgets that consumers want to buy. 
Last year EC imports of telecoms equipme 
from Japan topped 1.2 billion ecu (6096. 
which is accounted for by fax machines) 
telecoms exports to Japan were a meash 
40m ecu. 
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OBAL, often with an 
y added -ising or -isation, has 
ome one of the most over- 
d words of the 1980s. So 
any speeches have been made 
and articles written about how 
mpanies must go global, about 
obal marketing and global 
petition that yawns have to 
> stifled at the mere mention of 
he word. Yet, though the idea 
as often been made banal, it is a 
roblem, a challenge and an 
portunity that firms ignore at 
ir peril. 
‘The idea seems more palatable 
expressed simply as “managing 
oss borders”. It has become 
nore pressing, because: 
mports have penetrated 
»per into the world’s two larg- 
economies. In 1970 imports 
re equivalent to 4.1% of 
erica's GNP; in 1980 to 9.196; 
id so far this year to 18.1%. Ja- 
n is scarcely noted for its ím- 
rts. Yet they have risen as a 
oportion of GNP from 10% in 
170 to 1296 in 1980 and 13% 
is year. Most importantly, this 
ar for the first time manufac- 
ted goods accounted for more 
han half of Japan's imports, 
ch were long dominated by 
w materials. European coun- 
ies have long been active trad- 
rs; the EC's 1992 programme 
‘omises to make them even 
re so. All of which means that 
the chief competitor to an Amer- 
ican or Japanese firm, selling at 
ome, is increasingly likely to be 
reign company rather than a 
lomestic one. 
Advances in computer and 
communications. technology 
éan that information about 
Oreign countries is easier and 












































































tween them is also speedier. No- 
body needs to take a slow boat, 
or send a cryptic telegram, to 
eal with problems at a foreign 
subsidiary. Moreover, customers 
can learn more easily about for- 
eign goods through television 
and other media. 

e Relatively open trading and 
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IANAGEMENT BRIEF 


Aanaging your oyster 


heaper to get, and travel be- . 


“financial systems have given t 


ryone talks about how the world is shrinking. Yet the task of 
anising an international company remains one of the toughest 
business. This last in our series of management briefs looks at 
he latest ideas about how to do it 


firms the chance to follow some- 
thing close to comparative ad- 
vantage in choosing their 
sources of supply and their 
places of production; it is now 
possible to build factories or to 


buy companies in most 
industrialised economies. Fur- 
thermore, firms that benefit 


from cheap sources of capital can 
exploit that advantage all over 
the world. This has also helped 
technology—ie, patents, li- 
cences, ideas—to spread around 
the world. 

Such forces seem hard to ig- 
nore. Yet one reason that the 
global company still seems odd is 
that it appears to conflict with 
the trend discussed in the previ- 
ous brief: that, in many 
industrialised countries, the av- 
erage size of firms is becoming 
smaller not bigger. New firms are 
popping up all over, divisions are 
being spun off, managers are 
buying their own outfits, and 
conglomerates are — "unbun- 
dling” themselves to concentrate 
on "core" businesses. 

This appears to suggest that 
firms are drawing in their horns, 
not pushing them out. But surely 
smaller firms are less able to com- 
pete in "global" markets than 
big ones? Surely they lack “criti- 
cal mass" and "global scale", 
those hoary excuses of megalo- 
maniac merger-mongers? 

The answer to both questions 
is probably not. Improvements 
in communications technology 
make it easier for truly small 
firms to spread across frontiers. 





bureaucracies to export, and 
they have quick and relatively 
cheap access to information 
about overseas markets. The way 
in which markets are integrating 
and becoming interdependent 
affects small firms as much as big 
ones. If they cannot manage it on 
their own, small firms can always 
strike a global pose by setting up 
alliances or by licensing their 
products and brands. 


HQ: Anchorage, Alaska 


So global does not necessarily 
mean big, even if it often hap- 
pens to. What does it really 
amount to? One of the keenest 
evangelists of the global com- 
pany is Mr Kenichi Ohmae, a 
Japanese management consul 
tant who heads the Tokyo office 
of McKinsey. 

In a recent series of articles in 
the Harvard. Business Review, he 
dismissed as absurd any notion 
that global companies aim to 
produce universal products that 
they sell all around the world. 
Customers cannot be satisfied by 
the lowest common denomina- 
tor. That is one reason why the 
fabled “world car”, built for all 
markets from a common set of 
components, has never ap- 
peared. Europeans want their 
cars to be stylish; some of them 
(like Britons) use company cars 









They no longer need vast 






























to exploit tax breaks and to ex- 
press status; Americans wa^*- 
four-wheel-drive family cars, 
sporty ones. Tastes differ, and sv 
must products. 

Rather, according to Mr 
Ohmae, being a global company’ 
begins with an attitude rather 
than a product. The forces push- 
ing towards globalism mean that 
it no longer makes sense to think 
that all your customers will be of 
one nationality, or to think of 
domestic firms as the most obvi- 
ous suppliers to their nation's 
customers. That does not mean 
customers are uniform; it simply 
means that the differences be- 
tween them cannot be captured 
by national labels. 

In search of a snappy label to 
attract attention to a sensible 
idea, Mr Ohmae argues that 
firms should think of themselves 
not as national but as operating 
principally inside a “triad”: the 
developed countries of Americ 
Europe and Japan where, ar 
though tastes differ, broad 
movements among consumers 
are similar. d 

Once a firm has accepted the 
triad idea, Mr Ohmae argues 
that the next important thing is 
to try to think of itself as equidis- 
tant from all its customers. Ít is a 
mistake, he says, to treat domes- 
tic customers, dealers or what- 
ever as first-class citizens, and 
overseas ones as second-class. To 
be effective overseas, all custom- 
ers. must be treated in the same 
spirit, even if the methods differ 
according to local requirements. 
That is-why Mr Ohmae is only 
hal€joking when he says that the 
ideal -head-office location. for a 
global firm is Anchorage. 
“Once this “renaissance cor- 
“poration” has been established, 
it should exploit whatever econ- 
omies. of scale, technology or 
a CONOMIST OCTOBER 28 1989 











branding it has throughout the 
triad, while tailoring its products 
to local tastes. For that reason, 
the successful global firm must 
become an “insider”, according 
to Mr Ohmae, in each of the 
triad markets, 

So, to make the most of their 
advantage in production, Japa- 
nese car firms have had to set up 












Europe, and to run their ad- 
vertising locally, in order to get 
an inside track on what sort of 
cars will sell well in those mar- 
«kets, and to design them accord- 
- ingly. It is no good expecting cars 
that suit the folk from Shinjuku 
to be a wow in Sausalito. 
: This all sounds blindingly ob- 
vious. Yet the history of multina- 
"ual firms is littered with cases 
.  fMs trying to force a success- 
"rui domestic product down the 
throats of foreigners, often using 
the same advertising as had been 
tried and tested back home. 
Procter & Gamble, America’s 
huge consumer-goods conglom- 
erate, has been a prime culprit, 
especially in Japan—and has suf- 
fered for it. 


Muddled matrix 


Though sorting out attitudes 
seems simple, organising across 
frontiers is not. Computers, fac- 
simile machines and so on may 
have made communication eas- 
ier, but they have not solved the 
basic problem: how do you keep 
“insiders” close to local markets, 
at the same time as motivating 
them to work hard and effec- 
tively for a global corporate goal? 
More often than not, the an- 
er chosen by multinationals of 
the 1960s and 1970s was the ma- 
trix. The matrix system is an at- 
tempt to combine local manage- 
ment ín. each country with 
central, head-office control of 
each product line. The matrix 
consists of reporting lines for 
each middle or line manager 
which lead in at least two direc- 
tions: towards a boss for each 
product or function, on a world- 
wide basis, at head office; and to- 
wards the chief executive of each 
local subsidiary, who in turn re- 
ports to head office, perhaps via 

a regional headquarters. 
If it sounds complicated, that 
__ is because it is. The trouble with 
= matrix management, which is 
still widely used in one form or 
another, is that it becomes bu- 
reaucratic and confusing. 
Memos fly, manuals have to be 
consulted; and yet who is really 
ss, and what determines 
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res in America and . 


a boss's success? His ability to 
build lots of new plants in his 
country and thus to expand his 
powers? Or his adherence to 
"global" rules and economies of 
scale that benefit someone else 
back at head office? 

Various tricks have been tried 
to adapt the matrix. None has 
found a magic formula. The lat- 
est book to address the issue is 
"Managing Across Borders”, by 
Mr Christopher Bartlett, from 
Harvard Business School, and 
Mr Sumantra Ghoshal from 
INSEAD in France. They inter- 
viewed 236 managers in Ameri- 
can, Japanese and European 
companies—and then con- 
cocted their own solutions to the 
problem of cross-border orga- 
nisation. 

Awkwardly, they conclude 
that there is no complete solu- 
tion—if by that is meant a par- 
ticular structure. They return to 
Mr Ohmae's stress on attitude 
and psychology; on how in- 
formation is handled and how 
decisions are made. 

To show how that can differ, 
Messrs Bartlett and Ghoshal dis- 
tinguish between three sorts of 
cross-border firm, each of which 
they think is flawed. As the table 
on the previous page shows, 
what they call multinationals 
treat each country as separate, 
and develop fairly independent 
clones of the parent in each place 
in order to seek out local busi- 
ness. What they call global firms 
operate on a world scale, but are 
heavily centralised and use strat- 
egies closely directed and con- 
trolled from head office. Inter- 
national firms — decentralise 
more tasks than global ones, but 
they tend still to exploit abilities 
developed back home. That 
makes them less efficient than 
the global type, and less respon- 
sive to local conditions than the 
multinationals. 

The particular names and cat- 
egories should not be taken too 
literally. The authors' purpose is 
to show the weaknesses of each 
sort of approach. To provide a 
contrast, Messrs Bartlett and 
Ghoshal give a fourth label to 
their preferred form: the 
transnational. 

This is more of an outcome 
than a solution. In line with Mr 
Ohmae's ideas, the transna- 
tional seeks to develop a com- 
mon worldwide vision and iden- 
tity within the firm. This can be 
encouraged if chief executives 
travel a lot and get to know over- 
seas colleagues, is better encour- 
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aged if top management has lots 
of different nationalities, and is 
best encouraged if the boss 
moves to other countries from 
time to time—as Sony's chair- 
man Mr Akio Morita, did for a 
while in New York. 

Furthermore, the transna- 
tional takes decisions at what- 
ever level, and in whatever geo- 
graphical context, is most 
appropriate for the firm's world- 
wide goals. In other words, deci- 
sions are not distorted by turf 
battles or original-country preju- 
dices. Some issues benefit from 
being addressed locally; some on 
a global scale. But which? Inev- 
itably, it depends on each case 
and each circumstance. That is 
not immediately helpful, but the 
transnational outcome does at 
least help to concentrate atten- 
tion on defining the goals and 
problems of cross-border 
management. 


Watch Japan 

If any country really does perfect 
the art of managing interna- 
tional firms, it may well be the 
Japanese. This sounds extraordi- 
nary for two reasons, The first is 
that Japanese are commonly be- 
lieved to have problems blend- 
ing with other cultures. In other 
words, they will not get on with 
their local managers. The other 
reason is that so far they have 
been way behind in setting up 
multinationals. 

Although Japanese firms have 
had overseas offices for decades, 
precious few have used them as 
anything other than sales depots 
or information-gatherers. Firms 
such as Toyota Motor in cars 
and Matsushita Electric in con- 
sumer electronics have preferred 
to produce as much as possible 
in Japan, shipping the stuff 
abroad to be sold by local 
dealers. 

A survey done for the Minis- 
try of International Trade and 









. scratch. They do not have 


Industry in 1985 by Profe 
Noritake Kobayashi of Keio 
versity Business School, the 
pan's only American-style bu 
ness school, showed just l 
backward Japanese firms were 
that time. f POE 
Mr Kobayashi asked 170 lar 
firms with sales in more tha: 
countries how international 
were in handling eight aspect 
their business—planning, . 
recruitment and so on—4 
compared the results with 
small control sample of west. 
multinationals. Japanese fi 
scored poorly on the integratio 
of domestic and internatio: 
management, on the promot 
of locals and on rap. The oni 
area where they came close to tb 
western firms was in planning, 
With that 4s a basis, the. 
nese sound like poor candida 
for globalism. Yet they have 
important advantages. The 
is that, unlike western firms, th 
are mostly setting up fro 








































































































teach an old, bureaucratic struc 
ture new tricks. The second 
vantage is that they have amo 
the lowest capital costs in: 
world. They can afford to 
pand and invest abroad —and 
make mistakes. 
Much of the recent talk abo 
"globalising" operations h 
come from Japanese. mouths: 
Sony's, for instance, ór Hor 
Motor's or Nomura Securitie 
Honda says it is trying to estat 
lish Honda North Ámerica as an 
equal partner to the Japanese 
parent. Nomura wants eventu- 
ally to have three equal head of 
fices: New York, London and 
Tokyo. 
Significantly, Honda and 
Sony share what may be an ü 
portant advantage: neither is ¢ 
pecially strong in its home mai 
ket. Honda comes a distant t 
behind Toyota and Nissan M. 
tor in Japanese car sales; Son 
has consistently been outsold 
and overshadowed in consu 
electronics in Japan by the much 
larger Matsushita group whic 
includes, jvc. Both relative 
tiddlers have thus had an inter- 
est in pushing harder overseas. 
Can they ever be anything 
other than tightly controlled 
from Tokyo? Japanese claim 
that they are setting up glob: 
companies may be exagget: 
Yet when the Japanese say 
are going to do something, it 
so far not proved sensible to 
derestimate them. : 










































This announcement appears as a matter of 
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-urope’s insurers draw 
a bead on 1992 


Europe’s $260 billion-a-year insurance industry is in turmoil. Afraid of 
missing out on 1992, insurers are making hit-or-miss alliances with banks 


B’ INTERNATIONAL standards, Eu- 
rope’s 2,000-odd insurance companies 
are small fry. Only the biggest, West Germa- 
ny’s Allianz, makes it into the world’s top 15 
ranked by net premium income. Even so, 
Allianz and some nine other companies that 
vill be made big or bigger by acquisition and 
alliance—including Italy's Assicurazioni 
Generali, UAP from France and Britain's 
Prudential and Royal Insurance—will come 
to dominate the European market for insur- 
ance by 1992. That is the view of uss Phil 
ps & Drew, a London stockbroking firm. It 
may be right, but there will casualties along 
the way. 

The European Commission has a blue- 
print for the insurance industry. Implement- 
ing it is already behind schedule. Most 
progress has been made in non-life insur- 
ance. A directive due to take effect in July 
1990 will let firms compete across Europe’s 
borders to insure the fire, theft and other 
such risks to property of big companies. 

On the life-insurance side, a proposal 
was adopted by the commission in Decem- 
ber 1988 which allows individuals to seek in- 
surance abroad on their own inititiative. 
However, attempts to create a unified mar- 
ket in mass risks have yet to get off the draw- 
ing board. This means that life insurance, 
which earned European fitms $120 billion 
in premium income in 1987 (the latest year 
for which figures are available), will remain 
divided into locally dominated national 
markets until the end of the century. 

Different regulatory systems, currencies 
and tax regimes make European countries 
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perilous ground for outside insurers. Rather 
than go it alone, insurers have been buying 
local firms and casting around for alliances. 

Take Allianz. On October 2nd it said it 
would pay some FFr6.5 billion ($1 billion) 
for a 5096 stake in the Via Assurances and 
Rhin et Moselle insurance operations of 
Compagnie de Navigation Mixte, a French 
holding company. Navigation Mixte is itself 
the target of a FFr22.5 billion bid from 
Compagnie Financiére de Paribas, a blue- 
blooded French banking group. 

Allianz’s home market has already been 
invaded by Groupe Victoire, an acquisitive 
French insurance company. In July it offered 
Sal Oppenheim, a West German private 
bank, about FFr15 billion for Colonia 


Versicherung, the banle’s insurance suk 
iary. The combined group will become 
sixth-largest insurer in Europe. 
European insurers with deep 4 
are rare, so many companies have sought : 
liances with foreigners, mostly banks 
than other insurers. Such link-ups have | 
come so common that the French r 
of bancassurance while the West Ge 
refer to Allfinanz. pt 
Allianz has set up a joint venture | 
Spain's Banco Popular to sell life poli 
through the bank's 1,600 branches. _ 
ain' Commercial Union has sign 
Credito Italiano to sell both life and n. 
insurance through its 503-branch né 
Bancassurance is the rage in dome 
markets as well. France has seen a $p 
government-inspired — marriages " 
state-owned banks and insurers, designed. 
strengthen the combined groups' capit; 
bases, such as UAP's link up with BNp. l 
West Germany, Allianz has tied up wit 
Dresdner Bank. The bank offers Allianz 
policies through its branches while the in 
surer's army of over 20,000 salesmen pri 
motes Dresdner's products. But does De 
sche Bank have eyes for Allianz? This we 
as part of its plans to seek a listing in Ti 
Deutsche revealed that it owned 10 
Allianz (as well as 10% of the Munich Re). 
British insurers are warier. Only Abbe 
Life has thrown in its lot with a ban 
Lloyds in December 1988.Yet for all 
newness, there are signs that bank-ins 
ance joint ventures can work well. Tak 
50% stake that Aachener und München. 
Beteiligungs-AG, a West German insuran 
company, has in Bank fir Gemein 
wirtschaft: during the first four months o 
this year the insurance company’s salesm 
brought in 14,000 new loans worth 
DM250m ($136m) to the bank, In ret 
the bank sold DM300m of life polici 
some non-life. pes 
For every marriage that works there : 
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bas, reckon that banks should not even 
reach the altar. If Paribas's bid for Naviga- 
tion Mixte succeeds, Mr Francois-Poncet 
may sell the rest of Navigation's insurance 
interests to Allianz. 

So why the frantic dash up the aisle? In- 
surers want to exploit the banks’ distribu- 
tion networks. Worried that traditional 
sales forces will become obsolete, insurers 
are keen to use the banks’ high-street 
branches to sell their policies. They are also 
frightened that bankers will pinch their juic- 
iest business. Some of Europe's biggest 
banks are already wooing the long-term sav- 
ings that have been insurers' bread-and- 
butter. 

They have been most successful in 
France. In 1988 banks’ share of the FFr156 
billion life-assurance market was 30%, up 
from 596 in 1983. Predica, the life-assurance 
subsidiary of Crédjt Agricole, clocked up 
over FFr17 billion of premiums, second only 
to state-owned insurer UAP. In West Ger- 
many Deutsche Bank launched its own life- 
insurance company in August to mop up 
some of the roughly one-third of West Ger- 
man savings that now go into tax-advan- 
taged life insurance. 

As competition heats up in Europe, the 





price of insurance should start to fall. Little 
wonder some insurers still have their sights 
set on the American market, where pre- 
mium income in 1987 was almost 6596 
higher than in Europe. France's AxA-Midi 
has agreed to pay $4.5 billion for Farmers 
group, the American insurance subsidiary of 
B.A T Industries, if the Hoylake consortium 
renews its bid for the British conglomerate. 

There is little likelihood of two-way traf- 
fic. American insurers are under pressure 
from shareholders to improve their return 


on capital. Only the foolhardy will risk an 
expensive European foray. Japan's mam- 
moth insurance firms are also playing safe. 
After getting their fingers burnt years ago in 
the European reinsurance market, they have 
sought out European partners to guide 
them. Sumitomo Marine and Fire, for exam- 
ple, has forged links with Mapfre in Spain 
and with Gerling Konzern in West Ger- 
many. Yasuda Fire and Marine has also tied 
up with Mapfre and GAN in France. 

A dearth of Japanese and American 
raiders will not bother the stockmarket ru- 
mour-mongers. They are already guessing 
whether Generali, Italy's venerable insur- 
ance giant, will raise its 1796 stake in 
France's Compagnie du Midi, the holding 
company of AXA-Midi. In Belgium the share 
price of Groupe AG has doubled since the 
start of 1989 on takeover speculation; and 
in Holland Stad Rotterdam's stock has le 
by 2596 over the past two months. 

Inevitably, any merger frenzy will bring 
casualties. These will probably be medium- 
sized companies, like Belgium's Groupe AG, 
whose drive for size is dominated by fear or 
fashion rather than foresight. Only the 
smartest (or luckiest) will hit the bull’s-eye. 








Arb pounding 


HE October 23rd announcement by 

United Airlines that the management 
and pilot-led buy-out of the company was 
off may be the biggest single disaster to be- 
fall risk arbitrage—the Wall Street game 
of betting on the outcome of takeover bat- 
tles. America’s risk arbitragers—or arbs 
as they are known—have $15 billion-20 
billion of (mainly borrowed) money to 
play with. They face real or paper losses of 
over $1 billion on United shares. 

Arbs owned more than 30% of United 
before the shock on October 13th that 
United's management could not 
complete a $7.2 billion financing 
for the proposed buy-out. Less 
than 20% of these investments in 
the airline were hedged by buying 
United put options (which would 
have guaranteed them a bail-out 
price for the shares), so sure were 
the arbs that it was a done deal. 

Most arbs own the shares at an 
average price of $280—United hit 
a peak of $300 on October 12th, 
the day before the Dow’s 200- 
point drop. On October 23rd the 
shares traded as low as $145, al- 
though that is still well above the 
$120 level where United shares 
were trading before takeover talk 
bid up the price. 


















































United we fall 


Even so, there has been no wholesale 
dumping of United or other takeover 
shares as there was in November 1986, 
when an arbitrager, Ivan Boesky, was in- 
dicted; in October 1987 after the Black 
Monday stockmarket crash; and on Octo- 
ber 13th this year. The arbs tell them- 
selves they would have made money if 
they had bought during each of those 
routs, so why sell this time? 

Their hope is that the United deal is 
not yet dead and buried. The arbs hope 
because they want to believe it and, as al- 





ways, there are rumours to comfort them. 
Bear Stearns and Shearson Lehman are 
supposed to be big buyers of United 
shares. This prompted stories that either 
Mr Donald Trump (a Bear Stearns client) 
or Mr Robert Bass, a rich Texan, was pre- 
paring a bid. As a result United’s share 
price rallied $25 to $170. On October 
24th 5m United shares (or one quarter of 
the total) were traded. 

The arbs are not the only ones hoping 
for a United saviour, Most big Wall Street 
broking firms are nursing losses from the 
buy-out that was not. Bear Stearns, Paine 
Webber and Goldman Sachs have taken 
big hits. So has Salomon Brothers. Ac- 
cording to the United prospectus, Salo- 
mon owns 312,000 United shares. 
As an adviser to the pilots’ union 
and so barred from trading United 
shares, Salomon has suffered the 
misfortune of being locked into 
this losing position. This may be 
one reason why Salomon is said to 
have been a huge seller of shares 
and stock-index futures for its own 
account before and during the 200- 
point plunge on October 13th. 

The only leading Wall Street 
firm which has not taken a punt in 
United shares is Morgan Stanley. It 
was appointed adviser to British 
Airways in the proposed United 
buy-out, and so was precluded from 
buying United shares. Better lucky 
than good? 
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O PEREIS 


LTERNATIVE investments are show- 
ing some of the symptoms of finan- 
cial mania. Over the past ten years prices 
of vintage cars and Old Master and Im- 
pressionist paintings have rocketed (see 
chart). The boom has changed the charac- 
ter of both the fine-art and vintage-car 
markets. Speculators, trusting that there 
is always a fool about to buy—often with 
shareholders’ or someone else's money— 
“have taken over from enthusiasts. This 
‘flood of fool money (often from Japan) 
has pushed prices well beyond traditional 
valuations. 

Art tends to do best as an in- 
vestment when inflation is roaring. 
In the inflationary 1970s, paintings 
by Old Masters increased their 
value (in real terms) by about 596 
each year. Gold did much better, 
making an annual real return of 
about 1296. American securities 
did much worse, losing real value. 

Over the 1980s prices of paint- 
ings have risen faster than infla- 
tion, but stocks and bonds are 
catching up and earlier in the de- 
cade were even ahead of Old Mas- 
ters. Since 1987, however, Old 
Masters have rísen by around 9096 
while prices of Impressionists, 
which are sold more frequently, 
have jumped 15096. 

This should mean that the art 
market is set for a record year. In 
the last full year (September 1987 
to September 1988) the two main 
international auction houses, 

| Sotheby's and Christie's, sold $2.4 
| billion-worth of art. Between them 
| they sold 405 pieces for more than 
$1m each. Christie's has already 
"beaten its share of that figure. In its first 
half to June 1989 it sold 147 items for 
more than $1m each, compared with 95 in 
the previous full year. 

Despite these outward signs of health, 
artificial stimulants are frequently behind 
the growth in prices. Sotheby's lends 
money to help buyers pay for pictures 
bought at its auctions. At the end of June 
Sotheby's had loans for $158m outstand- 
ing. Around one-third of these loans are 
advances to sellers secured on the objects 
| they are about to sell. Still, Sotheby’s is 

making more loans than before: in 1986 
vits total loan portfolio stood at a mere 

$35m. 

^ Besides lending against art, Sotheby's 
*also acts as a principal. Classically, a firm 
. of auctioneers works only for a commis- 




















































































T op and bottom of the art market 


Are the good times over for investors in paintings and sports cars? 
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sion on the objects it sells. On October 
18th and 19th Sotheby's sold paintings 
owned by Mr John Dorrance, the heir to 
the Campbell’s Soup fortune, for a total 
of $123m. That was just above the $120m 
that Sotheby’s is supposed to have guar- 
anteed that it would pay the sellers. 
Sotheby’s had its work cut out to make 
even that, despite enthusiastic bidding 


classic cars 
19802100 


~ Dow Jones 
industrials 





from a Japanese dealer who bought eight 
paintings for $24m. The auctioneers sold 
16 of the best Impressionist pictures in the 
collection {including works by Manet, De- 
gas, Van Gogh and Monet) for less than 
Sotheby's lowest estimate of what they 
would fetch. 

Normally, a seller would put a reserve 
price on a picture at, or close to, the auc- 
tioneers' lowest estimate. If the bidding 
did not reach that price, the picture would 
be withdrawn from the sale. Only one pic- 
ture in the Dorrance sale was withdrawn. 

The next big test for the fine-art mar- 
ket will come in mid-November, when 
both Christie's and Sotheby's have im- 
portant auctions. Christie's is auctioning 
15 paintings from the Paul Mellon collec- 
tion on November 14th in New York. It 





scene, "La Rue Mosnier aux drapeaux, 
which Christie's expects to sell for be 
tween $30m and $40m. The record for : 
Manet picture (established in Decem 
1986) coincidentally, for 
Mosnier aux paveurs" (roadworke 
which fetched $11m. That is the equiva. 
lent of $12.5m now. The day after the au 
tion at Christie's, Sotheby's has a sal 
which includes an early Picasso, "Aul: 
agile". A SH aen picture, a self- 
trait, fetched z almost $48m earlier this yea 
when it was sold to an anonymous buyer, 

The price explosion in the classic-c 
market has been even more spectacular. 
The cars whose prices have risen most 
have been rare Ferraris. These now fetch 
more than £3m each. Also doin: 
well are near-musé&um pieces, such 
as rare pre-second-world-war cars. 
This spectacular growth has 
tempted institutional investors to 
dabble in the classic-car market, | 
perhaps a sign that the market is. 
peaking. 

In December, | Automotive 
Classics, an offshore investment 
fund advised by Bankhall Invest- 
ment Management from Áltrinc- 
ham, near Manchester, hopes to 
have between £7m and £10m toin- 
vest in classic and historic cars. It 
claims to be the first fund of its 
type. It has already made its first ine 
vestment, paying £3'4m for a 1938 








Alfa Romeo Spyder. 
Far from underpinning prices, 
such investment funds could. 


threaten them. Once car prices 
stop rising, there is little to stop 
them falling as far and as fast a tue. 
lips did in the seventeenth century.” | 

Speculators in the modern 
sports-car market have already 
been whacked. Until the beginning - 
of the summer, new Ferrari 
Testarossas were changing hands at close 
to £300,000, almost three times the list: 
price. The machines now fetch around 
£150,000. Other full-production Ferraris 
and Porsches have seen their premiums: 
crumple, although the limited-edition 
Ferrari F40s (now £1m) and Porsche 95ós 
(around £500,000) are still soaring. 

The enthusiast end of the market 
looks a better investment bet. Jensen Ín- 
terceptors, old Alfa Romeo Spyders and © 
Austin Healeys all have their devotees and 
are affordable at between £7,000 fora 
Spyder and £25,000 for a Healey 3000. 
One glory of car speculation in Britain i 
that it is free of capital-gains tax. This 
prompting green investors to try and ex- 
tend the classic-car market to all sorts of — 
models—even bumbling Morris Minors. - 
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Funding Britain's debt 


Guilty Lawson 








you assume full-funding and, perhaps more 
rashly, that the analysts’ latest forecasts are 
correct, then over the two years the gilts 
market will have avoided some £3.2 billion 
of redemptions. 

Better still for the market, in his Man- 
sion House speech on October 19th Mr 
Lawson signalled a partial retreat from full- 
funding. Thus even smaller budget surpluses 
over the next three years need not be fully 
offset by purchases of gilts. The chancellor 
said he objected to over-funding (ie, buying 
back fewer gilts than necessary to offset the 
budget surplus) but the details of his speech 
belied his rhetoric. 

Mr Lawson shifted position on the need 
to sterilise domestically the Bank of Eng uf 
land's interventions in the foreign ex- 
changes to prop up sterling. Buying sterling 
shrinks the money supply. Until his speech. 
his policy seemed to be that interveni 
would always be fully matched by the pu. — 
chase of gilts in the same year to offset this 
contraction in liquidity. Now, Mr Lawson 


| PYRITAIN’S deteriorating economy 
D might yet revive the government-bond 
(gilt) market. This has stagnated as the gov- 
‘ernment ran budget surpluses and did not 
issue more debt. Worse still for the market, 
the chancellor of the exchequer, Mr Nigel 
Lawson, was committed to full-funding—ie, 
to offset the fall in liquidity in the economy 
- caused by the surpluses by redeeming gilts to 
‘an equal value. The decline in the size of the 
- gilt market was in turn jeopardising the li- 
quidity of individual issues, which were be- 
coming hard to trade. 
- Luckily for the remaining gilt market- 
makers (ten of the original 27 have quit over 
the past three yeags), Britain's government 
finances are weakening. Recent gloomy 
- news about the economy means future gov- 
~ ernment revenues will be less than was pre- 





Sterilise what? 


1989-90 of £16.1 billion ($27.6 billion) fall- 
ing to £15.6 billion the following year. By 
September more modest surpluses of £14.7 


dicted at the time of the budget in March. 


i 


| Free, but not easy, with money 





economists at City brokerage houses 
forecasting a government surplus in 


billion and £13.3 billion respectively were 
being deemed more likely. There have been 
further downward revisions since then. If 


says, that sterilisation need be done only 
gradually, in effect accepting the need for 


over-funding. Hence the £2.3 billion spent 
FINANCE continues on page 103 > 





MERICA'S Federal Reserve Bank is 
under scrutiny by Congress. Politi- 
cians have long been uneasy about its in- 
dependence—the very quality which the 
markets admire. The House Banking 
Committee started public hearings on Oc- 
tober 25th over a bill, backed by two 
House Democrats, which seeks to make 
the Fed more accountable to politicians. 

The Hamilton-Dorgan bill has three 
main proposals: the treasury secretary 
should meet the Fed’s policy-making 
Open Market Committee at least twice a 
year; each new president should be free to 
pick a new chairman for the Fed; and the 
Fed should publish its policy decisions im- 
mediately instead of six weeks later. A sec- 
ond bill, which the Fed's chairman, Mr 
Alan Greenspan, favours, seeks to clarify 
the Fed's job, by requiring it to eliminate 
inflation over the next five years. 

The Fed is well insulated from politi- 
cians. It is run by a board of governors 
who are appointed by the president and 
confirmed by the Senate. They each hold 
office for 14 years, one retiring every two 
years. Although the Fed was established 
in 1913, it has been truly independent 
only since 1951. Before then it was re- 
quired to sell Treasury securities at below 
market rates of interest to reduce the cost 
of government borrowing. 


* "Politics and business cycles in industrial democra- 
cies" by A. Alesina. Economic Policy, April 1989. 


Congress would be wise to leave the 
Fed alone. A study* by Mr Alberto 
Alesina of Harvard University finds a 
strong inverse relationship between the 
degree of independence of a central bank 
and a country's inflation rate. Central 
banks are ranked by their independence 
(see chart): the least independent has a 
value of 1, the most independent, 4. This 
is judged on the basis of the formal rela- 
tionship betweeen the central bank and 
the government, informal contacts and 
the existence of rules forcing the central 
bank, say, to accommodate the fiscal defi- 
cit by printing more money. 






















Only two central banks are worthy of 
four stars: West Germany's Bundesbank 
and the Swiss National Bank. The Ger- 
mans, with nightmares of wheelbarrow in- 
flation, have charged the Bundesbank 
with the statutory duty of guarding the 
purchasing power of the currency. The 
Fed and the Bank of Japan both get three 
stars. These four banks' countries had 
among the lowest inflation rates in 1973- 
86. The countries with the least indepen- 
dent central banks, Italy, Spain and New 
Zealand, had the highest rates. 

The chart also confirms that lower in- 
flation was not achieved simply by run- 
ning a higher jobless rate: the countries 
with three- and four-star banks have a 
lower than average rate of unemployment. 











NOW THERE'S ONE 
FLEXIBLE INVESTMENT BOND 
THAT LETS YOU 

REVISE YOUR PRIORITIES... 





< 
Pd 


TIME AND TIME AGAIN. 
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And it's from Eagle Star, one of the world's 
leading insurance and investment groups, change, you wiae iis 
active in more than 70 countries and control- strategy to suit ou can also choose 
ling worldwide assets of over £9,000 million. EAGLE STAR investment currency: US Dollars, Pounds 
[O The bond is called the Offshore Rainbow "TERNATIONAL FINANCIAL SERVICES Sterling of The Eagle — Eagle Star’s own 
Bond and it’s designed to offer international currency unit composed of Sterling, US$, - 
investors an investment vehicle that's tailored to their DM and Yen, offering a uniquely stable hedge against 

individual needs. | ] Composed of four risk-related funds, the exchange rate fluctuations. C) Eagle Star Offshore R ai 
Rainbow Bond lets you distribute your investment capital as Bond — a flexible investment bond covering the n 
you like. So whether you're looking fora high-risk/high-return of the world, and managed by experts. Return our cot 
profile or a more cautious spread, Rainbow Bond is the answer. today for more details on this unique investment oppo 
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Please fill in this coupon (or attach your business card) and return it to: John Pugh, Regional Development Manager, Eagle St 
International Financial Services, Level 18, One Pacific Place, 88 Queensway, Hong Kong. 
Yes, please send me a copy of your Offshore Rainbow Bond brochure. 
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As global marketing strategies have become a reality... .- 
| so has the need for timely intercontinental business trave 

Today, thanks to Pratt & Whitney Canada’s PW300, —— 
a new generation of mid-size business jets, the ab 
to match the speed and range of more costly private jets 
and commercial airliners, will soon be available. 








F ully supported orldwide, a PW300 powered mid-size 
business jet gives you the freedom to fly where you want, 
when you want... at a price well below that of heavy - | 


corporate jets. The PW300 Turbofan. The power that matches 


the needs of the next generation of mid-size business jets, 


_ that match the needs of global marketing. 





The added values of British Steel. Number one of a series. 





Light industry. 


You may think of British Steel as one of Britain's 
heavyweights. And in terms of our size and importance to the 
economy, you'd be right. 

But it's surprising how light-footed this giant can be. 
Especially when it comes to meeting - and anticipating - our 
customers' demands. 

Our lightweight steels 


are shining examples of 


HOW BRITISH STEEL HELPS 
CUT YOUR PETROL BILLS. 


how we'readding valueto 





our products. 

The car industry, for instance, at home and abroad, is making 
more and more use of British steel. Because we're researching 
and developing light, sophisticated steels which are strong and 
anti-corrosive, yet malleable enough to press into complex 
shapes and light enough to help cut fuel consumption. 

Then there's cans. Tin cans. Now made more and more 
from lightweight British Steel tinplate. Good for us, of course. 
And good for the environment, too. Because our cans are 


eminently recyclable. 


Unlike glass or plastic bottles (or cans of other metals), they 


> 


don’t need special treatment. A quick pass with a ` 











magnet over the municipal dump, and out they 


come: 950 million of them last year. 
BRITISH STEEL LITE. 
What’s more, we're very happy to see them back, because 


recycling has always played a large & 





part in steelmaking. 
Our lighter steels are becoming 
moreand more versatile. We'll be happy to explore 
the possibilities with you, if we haven’t already. 
The general point to be made is this. We don’t just make 
large quantities of a commodity and wait for a buyer to call. 
We aim to make precisely the right amount of precisely 


formulated products and deliver them precisely on time. 


And that’s no light undertaking. = 


WE'RE ADDING VALUE % y 
AT BRITISH STEEL.  . "Haw 
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since April to shore up the pound will not 
necessarily lead to equivalent buy-backs of 
gilts this financial year. 

Second, the chancellor decided not to 
include Treasury bills in government fund- 
ing. Mr Lawson’s attempts to prop up ster- 
ling depend on high money-market rates. 
The cash created by buying long-term gilts 
would lower interest rates in the money mar- 
ket. To keep money market rates up—and 
therefore attract short-term capital inflows 
from overseas—the government needed to 
soak up liquidity by issuing Treasury bills. 
However, to comply with the full-funding re- 
quirement, the Bank of England needed to 


offset the issue of these bills (over £1 billion- 
worth since March of this year) with the 
purchase of still more gilts. This led to the 
government "chasing its own tail". 

Mr Lawson's proposals to let holders of 
some illiquid gilts exchange them for more- 
liquid ones will help the gilt market to func- 
tion more smoothly. The £2.3 billion al- 
ready spent on foreign-exchange interven- 
tion plus the £1 billion issue of Treasury 
bills means that over the financial year buy- 
backs will be almost £4 billion less than ex- 
pected. Add that to the possibility of budget 
deficits within the next five years, and the 
gilt market may have some life in it yet. 


m 





We. Eurobonds 


Fixed-wheeling 


x 

! g -HE Eurobond market has spent much 
l of its 20-year life promoting itself to 
American borrowers as a source of cheap 
and easy money, and poking fun at the stiffly 
regulated ways of America’s capital market. 
No longer: Eurobond houses want to intro- 
duce methods they once derided. They say it 
is the only way they can restore their profits. 
One old American practice that manag- 
ers of Eurobond syndicates want to import 
is fixed-price re-offerings. This is how they 
work: a group of underwriters get together 
to “price an issue”, ie, to work out the inter- 
est rate a new bond issue should carry. The 
underwriters then agree that they will both 
take the bonds and sell them on to investors 
at their full face value. A fixed underwriting 
fee is charged to the issuing company and is 

divided equally among the underwriters. 
Contrast this to the anarchy of Euro- 
bond syndications. In these, one under- 
“ser, the lead manager, prices an issue. He 


Italy pushes out the Eurobond boat 
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then arranges for underwriters to sell the 
bonds on to investors, with the underwrit- 
ers getting their share of the issue at a dis- 
count to its face value. Often lead managers 
are prepared to accept the thinnest of mar- 
gins, or even price an issue as a loss-leader. 
One reason they do that is to win business 
from issuers; because a high-ranking in the 
lead-managers’ league table tends to gener- 
ate even more business. Another is that the 
lead manager may be simultaneously arrang- 
ing a swap deal, which will probably be far 
more lucrative, and needs the bond issue to 
provide one side of it. So the lead manager is 
not too fussy about the bonds’ price. 

Such practices cause bonds to start trad- 
ing in the secondary market at a bigger dis- 
count than the lead manager has arranged 
so getting the yield back up to a market rate. 
That rarely troubles the lead manager, who 
even if he is not making his money on the 
deal elsewhere, often gets a lead-underwrit- 





gx 





pe fee, called a praecipium, to cushion any 
all. 

The Eurobond market's first fixed-price 
re-offering was launched by Morgan Stanley 
for New Zealand in the middle of August. 
New Zealand pre-empted the World Bank's 
$1.5 billion global bond the following 
month. Since then, 17 deals have been 
done, for a total of $6 billion. Italy launched 
a $1.5 billion deal this month, the biggest 
straight Eurobond. 

The new method could mean that the 
Eurobond market becomes profitable again. 
In the first seven months of this year, $33 
billion of the $89 billion of new Eurobond 
issues were dollar-denominated fixed- and 
floating-rate deals. Using the traditional Eu- 
robond syndication method, they earned a 
pitiful sum for the underwriters. Taking 
five-year deals as an average, about 0.0625% 
is a rough net estimate of what they col 
lected—or about $20m in total. 

If the issues had been launched in the 
domestic American bond market, using the 
fixed-price re-offering system, the result is 
very different. Each member of the small 
group of underwriters in the American sys- 
tem gets 0.125% for every year of the issue’s 
life or 0.62596 fee for every five-year deal. So 
if the American system migrated to Europe, 
underwriters would be sharing $200m. It 
will not. Fees in Europe have settled at 
0.37596 for five-year issues. 





Christie's 


Nicely framed? 


LONDON AND TOKYO 


HE mysterious new Japanese share- 

holder in Christie's, a London auction 
house, has a conviction for illegal share-deal- 
ing. The 57-year-old Mr  Yasumichi 
Morishita is a Tokyo money-lender and art- 
collector who bought a 7.296 stake in the 
London auction house sold last month by 
Mr Robert Holmes à Court, an Australian 
businessman. The $33m deal made Mr 
Morishita Christie's second-largest 
shareholder. 

In December 1986 Mr Morishita was 
given a one-year suspended sentence for his 
part in a share scandal involving a small Jap- 
anese electronics firm. Since then he has 
been in the news in Japan for other reasons. 
In 1987, while he was away on a trip to 
America, a gunman shot at his home in sub- 
urban Tokyo. An anonymous telephone 
caller to a newspaper claimed to have car- 
ried out the attack in protest against Mr 
Morishita's involvement in the sale of a 
nursing home for the elderly that had been 
destroyed by fire. 

Last month Tokyo's regional tax office 
said it would impose a fine of Y1.1 billion 
($7.6m) on Mr Morishita’s privately held 
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ZURICH AND PARIS 


HE Tommy Quinn affair has been de- 

scribed as the biggest investment 
scandal since Robert Vesco looted Inves- 
tors Overseas Services (10s), the mutual- 
fund group, in the early 1970s. It is proba- 
bly bigger. In a fraud nicknamed 
Euroscam by police and regulators, Quinn 
probably pocketed $500m and possibly 
three or four times that figure. 

Quinn accomplished this impressive 
feat, according to law enforcement au- 
thorities, by selling boiler-shop shares to 
thousands of small investors. He was re- 
cently convicted of fraud by a French 
court, and he may soon be tried on similar 
charges in Switzerland. A hearing on a 
Swiss request to extradite him from 
France is scheduled to begin on Novem- 
ber 2nd. 

Thomas F. Quinn grew up in Brook- 
lyn, New York, and studied law at the bor- 
ough’s St John’s University. After passing 
the bar examination, he became president 
of a small New York brokerage firm. He 
swiftly became involved in a scheme to 
promote shares in a company whose as- 
sets, according to the Securities and Ex- 
change Commission (SEC), were “almost 
completely illusory”. In 1966 the SEC 
barred him for life from doing business 





























The billion-dollar brain 


In 1970 he received a six-month jail sen- 
tence and was disbarred from the law. He 
settled another fraud accusation by the 
SEC in 1986 by agreeing to a permanent 
injunction not to violate securities laws. ' 

By the time the injunction was issued, 
Quinn was no longer living in the United 
States. From a villa in Mougins, a town 
near Cannes in the South of France, 
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Quinn had set up a network of "boiler 





rooms" in various European countries, 
inluding France, Switzerland, Germany, 
Cyprus and Gibraltar. There were also of- 
fices or sales representatives in Abu 
Dhabi and Saudi Arabia. 

Teams of telephone salesmen phoned 
thousands of potential investors—in vari- 
ous parts of Europe, the Middle East, and 
Asia—and used hard-sell tactics to sell 
shares in American companies. Investors 
were also sent slickly produced newslet- 
ters, with impressive-sounding titles like 
The Swiss Analyst and Strategy for Inves- 
tors. Gullible investors did not realise that 
the shares were either vastly overpriced— 
or worthless. 

Complaints by investors touched off 
investigations in America and Europe. In 
the summer of last year French, West Ge 
man and Swiss police arrested more thz 
20 members of the Quinn organisation. 
Quinn was picked up by French police at 
his Mougins villa. 

After spending more than a year in 
prison, Quinn was recently found guilty of 
fraud. He also agreed to pay restitution to 
victims in France. He was then released 
from jail, but was immediately re-arrested 
at the request of Swiss authoritiés and has 
remained in jail pending the outcome of 
the extradition request. In Geneva Quinn 
has been accused of fraud and forgery. He 
is charged with escroqueries par métier— 











with any broker or dealer because of what ; a an elegant French term which roughly 
it termed “flagrant fraudulent practices". From Brooklyn to Basle translated means “fraud as a profession”. 
family company, Aichi. This is a 21-year-old Mr Morishita, who holds his Christie's ^ knows Mr Morishita as a big-spending, 


money-lending-to-golf-course-membership- stake through Aska International, is esti-  prompt-paying client. Christie's did not 
broking business with 20 branches mostly in mated to have spent more than $80m atin- know he had bought Mr Holmes à Court's 
and around Tokyo. Mr Morishita stepped ternational auctions so far this year. shares until after the deal was struck. It has 
down as president in October 1986, but still Discomfited by Aska's brashness,art dealers not heard yet from its second-largest sh 
controls the company. The taxmen found in Tokyo accuse it of inflating the market by holder about what he plans to do with it 
that Aichi, which reported profits of Y4 bil- — paying over the odds for paintings. far, Aska declines to comment. 

lion on sales of Y42 billion for the year to Christie's, like its rival Sotheby's, E 
February 1988, double the previous year's 
levels, had failed to declare Y2.36 billion in 
income earned in 1987 and 1988. They said 
profit from sales of shares had been hidden 
by using false names. 

Mr Morishita is an outsider in the To- 
kyo art business. In true Japanese fashion, 
this is a secretive and tightly cartelised 
world. Even the international houses like 
Christie's and Sotheby's have had difficulty 
breaking in. Mr Morishita runs an jupstart 
gallery called Aska in Tokyo's monied 
Aoyama district (no relation to the similarly- 
pronounced Asuka gallery in the Ginza). It 
specialises in buying art for companies. A 
collection of French Impressionist paintings 
has become part of the required kit for the 
nouveau riche Japanese businessman. Japa- 
nese money has flooded the international 
art market (see page 97). Art dealers now 
have a slogan “Buy West, sell East”. No sir, I’m not a policeman 
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SCIENCE AND TECHNOLOGY 


TN 


The shakiness of predictions. 


OR scientists there was at least some 

comfort from last week's earthquake in 
northern California. They predicted its lo- 
cation, extent and strength with unprece- 
dented accuracy. Sadly, they got the timing 
about as close as they are ever likely to. They 
warned that this earthquake would proba- 
bly come within 30 years. 

Earthquake prediction has proved to be 
~ fruitful but frustrating science. When sci- 
entists began wiring up California's faults 
like experimental rats a few decades ago, 
they hoped to detect a reliable precursor of 
earthquakes: There were plenty of candi- 
dates, from patterns of foreshocks, to radon- 
gas emissions to the behaviour of animals (a 
signal much favoured by the Chinese). One 
after another these have been found want- 
ing. The behaviour of animals has the hall- 
marks of selective coincidence. People 
whose dogs behaved oddly just before an 
earthquake remember the fact: at any one 
time, some of the world's dogs will be behav- 
ing oddly. 

Radon gas does seem to escape from 
ruptured faults, but not until the fault be- 
gins to break and to release gas trapped 
within. the rock—ie, not until the 
foreshocks have begun. In at least two cases, 
however, scientists have detected a rise in ra- 
don levels up to six weeks before medium- 
sized earthquakes. The last was in 1985. An 


; earthquake measuring five on the Richter 
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scale, near San Bernardino, was preceded 
six weeks earlier by a threefold increase in 
radon. Yet radon has also caused false 
alarms. Nor is there any good explanation of 
how it escapes before the quake unless there 
is seismic activity—which is itself detectable. 
The same applies to changes in the electrical 
or magnetic properties of the earth’s crust. 

American geologists have put most faith 
in divining the pattern of foreshocks. Since 
most earthquakes are caused by sudden 
shifts of faults, they reckon that all they 
need do is find the faults, measure the accu- 
mulated strain, work out from history how 
much strain that section of fault can bear 
before it breaks, and do the mathematics. 
They reason further that any big quake must 
be triggered by a pattern of smaller ones. 

First find your fault. When the city of 
Whittier was shaken in October 1987 by a 
6.1-magnitude quake (about one-sixth the 
strength of last week’s) it came as a surprise. 
Nobody knew that Whittier was on a fault. 
About half the earthquakes in California 
happen on previously undiscovered faults 
that do not show on the surface. 

There are as many kinds of earthquakes 
as there are places where they happen. The 
amount of strain that the southern section 
of the San Andreas fault near Los Angeles 
can stand before it ruptures is enormous. It 
has not broken since 1857 and probably 
does so roughly (and ominously) every 130 

















































years with quakes bigger than eight on 
Richter scale. By contrast, there is a se 
of the San Andreas fault a short way 
of the section that ruptured last week v 
moves almost continuously and with the 
niest of tremors, as the gradual misa 
ment of curbstones on local streets 
witness. So the geologists who work in C. 
fornia reckon they must understand each lo- 
cation before they can predict an earth 
quake there. 
This means that, like most. scient 
they distrust phenomenology, the scien 
blind correlation. Nonetheless,. earlier 
year, the United States Geological Su 
asked the National Earthquake Predic 
Evaluation Council (NEPEC).to study a p: 
diction made by a group of Soviet scientist 
that a big earthquake in northern Californi: 
was expected, based on a purely phen 
enological piece of pattern recognition. Th 
Russians, from the Institute of Physics 
the Earth in Moscow, simply accumulati 
all sorts of seismic (and other) precursors 
previous earthquakes and weighted them: 
cording to their past efficiency as porten 
Their conclusion was that a "time ó 
creased probability" was upon Califo 
for several large earthquakes, including o; 
of magnitude 6.4 somewhere in northe 
California before February 1989. 
The NEPEC rejected the Soviet pred 
tion as not warranting a warning to tlie pu 
lic. It preferred a more rational, America 
approach, which has been vindicated once 
with a small earthquake at Stone Canyon in. 
California, the occurrence of which within a 
year was predicted exactly a year before i 
happened in May 1986. Unfortunately, on. 
of the lessons of that episode was that à 
cence, not activity, precedes earthquakes. 
The Americans have put most of thei 
eggs in one basket, and are waiting for it 
break before they admit any kind of defeat. 
They have selected for detailed study a 
tion of the San Andreas fault near Parkfield 
half way between Los Angeles and San Fran- 
cisco. They picked it for the regularity of 
earthquakes and the imminence of the nex! 
one. For the past century and a 
Parkfield has trembled to an earthquake 
that measures a little less than six on th 
Richter scale every 22 years (plus or min 
three years). The last one was in June 196 
The hope is that when Parkfield’s quake: 
comes, as it surely must, a spider's web o 
two-colour lasers, strain meters, creep me 
ters and. seismographs that entangles the 
area will pick up a pattern that hin 
will be able to call portentous. Some o 
those clues may be particular to Parkfield 
Others may be generalised to other sites; i 
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ding potentially more disastrous ones. 
- There is a tiny chance that Parkfield’s 
pture will unleash a much longer and 
ronger break that will rip the San Andreas 
ult all the way to San Bernardino, repeat- 
g 1857. This would be “the big one" that 
southern California is scared about. But the 
hance is so small that to warn people to 
eave Los Angeles would be crazy. 
«Earthquake scientists dare not make too 
much of their approximate prediction of last 
week’s earthquake, or they will be accused 
failing to warn. But what could they have 
ine? Told San Franciscans to leave the 
ea for 30 years or until the earthquake, 
nichever should prove the shorter period? 
only useful warning is one that says 
there is a 6096 or greater chance that a 
uake is coming in the next two weeks. Not 
at Parkfield can they say that yet, let 
along the rest of the San Andreas 
ult. The Califoritian earthquake of 1989 
ows that building structures to survive 
arthquakes still saves many more lives than 
redicting when they might fall down. 





nimal communication 


-ight-leg Fred 


UNING in to ethereal vibrations is an 

experience for which many an aging 
ippy yearns. A family of Central American 
spiders does something similar with a much 
firmer foothold on reality. These spiders use 
their. feet, not their minds, to sense the 
minute quiverings of their world. Not only 
oes it help them to catch food; it has given 
them a way to talk to each other. 
: Dr Friedrich Barth of the Goethe Uni- 
rsity in Frankfurt has devoted years of 
tk to these vibrant mites. In a talk at last 
month's meeting of the European Neurosci- 
ence Association in Turin, he described the 
strange sights he saw during his recent re- 
search on a Mexican coffee plantation. 

— The spider, Cupiennius salei, makes its 
ome in large plants like the banana, and 
chooses not to be confined to a web. 
During the day it takes refuge in the 
cluster of leaves at the stem, wandering 
out on to a leaf only at night to sit and 
wait for prey to pass by—a lazy habit 
that it may have inherited from its 
web-dwelling relatives, When an itiner- 
ant insect scurries past, it sends tiny 
ipples through the 
eaf. The final segment 
of each of the spider's 
egs—the ^ tarsus—is 
-like a shock absorber, 
bending in time with 
the shaking leaf. When 
it picks up this vibra- 
tion, the spider darts 


106 








































out and devours its quarry. 
All chis may seem quite simple and well 
suited to the murky night of the jungle, but 
Dr Barth suggests that it is not. Banana 
leaves are subject to a host of spurious vibra- 
tions. The cause could be the wind, or rain- 
drops, or even a coffee-laden lorry rumbling 
past. Yet the spider never strikes at a drop of 
water nor begins to charge at a 40-ton truck. 
What is important, he thinks, is not the 
strength of the vibration but its frequency. 
To test this, a device called an accel- 
erometer was stuck to a leaf and the effects 
of different sources of vibration were mea- 
sured. When the frequencies were compared 
the researchers found that wind and rain 
produced low-frequency vibrations, but 
running cockroaches—a tasty snack for a 
Cupiennius.salei—shook the leaf at a much 
higher frequency. It seems that the spider 
feels vibration in the same sort of way that 
higher animals see light. The colours of the 
rainbow correspond to different frequencies 
of light: at the right vibration frequency the 
spider will see red and mug a passing insect. 
Since most insects shake the leaf in a 
similar way, not many get beyond the spi- 
der’s rapacious jaws. One insect, however, 
has managed to outsmart it; a local species 
of grasshopper seems to pass by unnoticed. 
Intrigued, Dr Barth and his colleagues mea- 
sured the vibrations of a moving grasshop- 
per and found scarcely any. To escape cap- 
ture, it treads as lightly as a cat-burglar. 
Leaving food aside, the spider’s natural 
sense of rhythm comes into its own in mat- 
ing rituals. If vibrations are colours, the 
male’s courtship jig is a firework display. As 
soon as he comes across a dab of enticing 
female scent left on a leaf, he is sent into a 
frenzy. His abdomen starts to shake as if he 
were a belly-dancer performing for a sultan. 
He is not merely shaking with anticipation: 
his dance sends staccato vibrations through- 
j out the rest of the plant. If the female is 
| within footshot, she answers with a brief 
l wiggle that provides a low, rumbling homing 
* signal for the male. 
j The dance of the male sends out a pre- 
| cise message. It is composed of a series of 
| short pulses, or syllables, followed by a 
pause, then another series, and so on. 
Only when he gets to the end of this 
code does the female reply. Because the 
female knows never to interrupt the 
male in mid-sentence, Dr Barth decided 























that the male’s signal is more than a series of 
meaningless grunts. When he: recorded 
courtship songs from the six other species in 
the Cupiennius family, he found patterns 
that seemed similar. On closer inspection he 
spotted subtle discrepancies in the lengths 
of the syllables and. pauses. Why is the lan- 
guage complicated? Are the differences be- 
tween species important? 

To find out, the researchers put a female 
spider on a plant and tormented her with a 
series of fabricated love songs. They me- 
chanically reproduced the vibrations from 
each species. To their surprise, the female 
responded only to the message from the 
male of her species. All seven species speak 
the same language, but each: has a different 
dialect. It is important to the female that she 
mate only with her own species. Unless her 
suitor has the correct accent, she remains si- 
lent and hidden: Snobbery, it seems, hol ` 
sway with spiders as much as with people. 









"i 





Particle physics 


The answer is 12 


HE question was, “How many types of 

basic particle are there?" The reply was 
vouched safe two weeks ago, at laboratories 
in Geneva and California. It took thousands 
of physicists, millions of dollars and most of 
a decade, in an intellectual race between Eu- 
rope and America that. was not without acri- 
mony. It is a crowning glory of modern phys- 
ics. And almost everybody concerned hopes 
that it is wrong. 

The answer came from studying the 
death of a type of particle known as the z. 
When it dies, the z’s energy escapes into 
other particles—most. tellingly, neutrinos, 
The more escape routes are available, tl 
quicker the z disappears. So the more typ 
of neutrino there are, the shorter its life. 
Unfortunately, the z decays in a trillionth of 
a trillionth of a second. But it transpires that 
the lifetime is given away by something 
much more measurable—the range of ener- 
gies at which a particle accelerator must be 
working in order to make zs. This "z-width" 
provides another way of finding the number 
of kinds of neutrino. 

Measurements of the width from CERN, 
the particle-physics laboratory near Geneva, 
and SLAC, a smaller laboratory in Stanford, 


- California, show that the z can decay into 


three types of neutrino. Elementary particles 
are arranged in generations, each of which 
contains two heavy particles, the quarks, 
and two light particles, the leptons. One lep- 
ton in-each generation. is a neutrino; So 
three types of neutrino mean just three gen- 
erations of particle: -six quarks and.six 
leptons, 12 fundamental particles in all (see 
box on next page). Of these, all but the last 

"top ’ quark have been s spoued There are; 
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F THE three generations of particle, 
| only the first is found in everyday 
matter. The quarks, which are heavy, get 
together in triads to form the two mas- 
sive particles in atomic nuclei, protons 
| (two up quarks and a down) and neu- 
| trons (two down quarks and an up). The 
| nuclei are surrounded by shells of light 
electrons. Occasionally a down quark 
will turn into an up 
quark, ‘emitting an 
electron and a neu- 
trino: a form of nu- 
clear decay. 

The clearest dif- 
ference between the 
generations lies in 
their energy. There 
is more energy 
bound up in the 
particles in the 
higher generations, 





: The three-generation game 
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so they are heavier. The muon is 200 
times heavier than the electron, and the 
tau is 17 times heavier still. The strange 
quark weighs ten times what the down 
quark weighs, the beauty quark weighs 
50 times as much as the strange. In the 
world outside the accelerators, most of 
these higher-generation particles are 
thought to be found only in particularly 
. violent places like 
the guts of dying 
stars, and the big 
bang at the creation 
of the universe. 
There, they form 
the bridge between 
cosmology, the sci- 
ence of the all-but- 
infinite, and parti- 
physics, the 
science of the 
hardly-there-at-all. 

































also 12 auxiliary particles which transmit 
forces between the elementary pieces of mat- 
ter. The z is one of these. 

Physicists can now rest assured that 
there is no fourth generation waiting to be 
discovered—a welcome cap on the prolifera- 
tions of the past few decades. But who is to 
get the credit for setting the limit? sLAC an- 
nounced its findings on October 12th. CERN 
made an announcement the next day. CERN 
had measured well over 10,000 zs, while the 
SLAC results were based on 500 zs seen in its 
unconventional machine since March. Dr 
Carlo Rubbia, the director-general of CERN 
(who led the team which discovered the z in 

183) was a bit rude about SLAC's results, 
_ ggesting the Americans had scraped the 
bottom of the data barrel in order not to 
come second. sLac denied anything, unto- 
ward; Dr Rubbia has since stressed his belief 
in the value of scientific co-operation. 

What rivalry there is betrays a nervous- 
ness at both laboratories. Particle physics is 
expensive. One of the few ways to win 
money from governments is to prove that 
you are the best. Dr Rubbia wants to build 
the most powerful particle accelerator in the 
world next to his present one, and will need 
a lot of money to do it. Dr Burton Richter, 
the director of stac, has less ambitious 
plans, but he too needs success. 
| With a limit now placed on the number 
.. of generations, why do they want more ma- 
- chines? To transgress the new-found limits. 

Mankind is no more at the end of physics 
than it is at the end of history. The theory 
which incorporates the three generations, 
prosaically named "Standard Model”, is in- 
complete, and in places inelegant. It is silent 
on the subject of mass: in order to explain 





why particles have masses, physicists will 
probably need at least one new particle, 
maybe more. 

There are other theories which suggest 
that even if these three generations are a 
complete family, there may be other families 
tangentially related and as yet unseen. These 
might have much smaller effects on the 
width of the z—in which case it will take 
even the huge machine at CERN a while to 
find them—or they might have no effect on 
the Z at all. Then there is the troublesome 
question of why the different generations 
exist. Why three, not one? Be prepared for 
an explanation invoking yet more particles. 
- 





Cocaine and heroin 


Just say 
buprenorphine 


HE war against drugs has its subtler 

weapons. Researchers have explored 
fighting chemical addiction with chemical 
persuasion—that is, fighting drugs with 
drugs. This summer Dr Nancy Mello and 
some colleagues from the Harvard Medical 
School-McLean Hospital at Belmont in 
Massachusetts, published the results of their 
tests of a drug, buprenorphine, on rhesus 
monkeys. These monkeys are keen on many 
of the drugs that people and other primates 
like. They have been known to binge on co- 
caine until they drop, only to start again as 
soon as they wake. 

The five monkeys in the Belmont study 
had been on cocaine for 6-12 months; it was 












































fed into them through tubes every time 
"injected" themselves by pressing a ley 
After treatment with buprenorphine, 
craving for cocaine abated: On the first . 
of treatment they halved their considera 
intake of cocaine. After 15 days it was c 
another two-thirds. On higher doses 
buprenorphine the monkeys cut their 
sumption to a mere 1096 of what it ha 
in their bad old days Once 
buprenorphine infusions stopped, th 
keys stayed nearly cocaine-free for about 
weeks. Then their bad habits slowly 
back. 

Buprenorphine, an opiate, was dew: 
oped in the 1960s by a British firm, Ri 
& Colman. It is used as an. intra 
painkiller during operations. The dru 
clever double action: it binds to opiate 
ceptor sites in the brain and so produ 
morphine-like effects, and atthe same 
binds to other sites that block these eff. 
As a result it produces only pleasant f 
ings, not full-blown euphoria, and is o 
slightly addictive. The withdrawal symp- 
toms are minimal. P 

The monkeys did not seem to mind t 
treatment; their behaviour did not chang 
nor did they lose their appetites. But th 
periment left unanswered questions. 
not clear exactly how buprenorphine quells 
the desire for cocaine, nor whether. 
formed addicts who wanted to stay that. 
would have to take it for the rest of th 
lives. d 
Because it is slightly addictive, Dr Me 
thinks that buprenorphine should be 
served for cocaine abusers who are alread 
addicted to heroin, of whom there < 
thought to be about 500,000 in America. 
seems that cocaine-only users are more likely 
to become addicted to buprenorphine, 
Some earlier studies of heroin addicts sug- 
gest that it is a safe and effective alternative 
to methadone, a well-known and widely 
used substitute for heroin. One advantage it 
boasts over methadone is that methadon 
has no opiate-blocking effects, and so: 
more likely to do harm in high doses. In 
fect, buprenorphine switches itself off. = 

In the next few months buprenorphi 
will be tested on 600 cocaine-and-heroin us- 
ers in America, under the auspices of the 
National Institute on Drug Abuse (Nip, 
Dr Frank Vocci at NIDA thinks that 10mg 
day of buprenorphine—costing at mx 
$1.50—will be enough to satisfy most 
their desires. The test is a novelty. It will be 
one of the first times that a drug whic 
would, if approved, be sold by pharmaceu 
cal companies is tested under a federal pr 
gramme. According to Dr Marvin Snyde 
the director of NIDA’s development pr 
gramme for new drugs, companies do n. 
like testing drugs for the treatment of addi 
tion. They do not like to be associated wi 
junkies. 














~ Stay in touch with your 
international markets 


Do you know enough about the countries with which you 
deal? All round the world, changes in the political and 
-economic environment can affect your business. 
55. To help you stay in touch with your international markets, 
The Economist Intelligence Unit publishes 92 Country 
Reports. Every quarter, up to 40 pages give you facts,analysis 


essential background information. 

SPECIAL QUANTITY DISCOUNT 

If you would like to subscribe to several reports or even all 92, 
our discount structure will save you money. The more 
countries you take, the higher the quantity discount you can 
claim. For example, if you take over 5 countries you get. a 

1096 discount. ; A 

To subscribe to one or more of the 92 Country Reports, 
simply tick the boxes of the countries you require and 
send this page, complete with your name and 


address to The Economist Intelligence 
Unit. 
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Peru, Bolivia 


Kuwait 

Lebanon, Cyprus 
Libya 

Morocco 

Saudi Arabia 

Sudan 

Syria 

Tunisia, Malta 
Turkey 

United Arab Emirates 
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Beigium, Luxembourg 
Denmark, Iceland 
Finland 

France 

Greece 

ireland 

italy 

Netherlands 
Norway 

Portugal 

Spain 

Sweden 


North America ü : 
O Canada E Switzerland 
Windward & Leeward O usA United Kingdom 
islands USSR & Eastern Europe O West Germany 


Uruguay, Paraguay G Czechoslovakia 
Venezuela. Suriname, [] East Germany 
Netherlands Antilles 


Guinea-Bissau, Cape 
Verde 

South Africa 
Tanzania, 
Mozambique 

Togo, Niger, Benin, 
Burkina 


Uganda, Ethiopia, 
Somalia, Djibouti 


Singapore 

South Korea 

Taiwan 

Thailand, Burma 
indian Sub-Continent 
(2 Bangladesh 


Trinidad & Tobago, 
Guyana, Barbados, 
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: annual subscription to one Report is: UK, Europe and rest of world 
£90; North America US$175. Postage is extra outside the UK 
Europe £3.00; Rest of World £ 7.00: North America US$12 for each 
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Lines in the sand 


FoucAULT's PENDULUM. By Umberto Eco. Translated from the Italian by William Weaver. 
Secker and Warburg; 641 pages; £14.95. Harcourt Brace Jovanovich; $22.95 


HE dust-jacket of the English edition of 

“Foucault's Pendulum" describes Um- 
berto Eco as a philosopher, historian and lit- 
erary critic. In fact he is that un-English 

` x a semiotician, a student of signs and 

xls. His work is devoted to 
deciphering—to finding, for example, the 
24 symbolic archetypes behind the success 
of "Casablanca". The signs and symbols of 
monastic life permeated his hugely success- 
ful first novel, "The Name of the Rose". His 
second novel shows the symbolic world of 
arcane knowledge taking over the lives of 
three Italian intellectuals. 

The unhappy trio work in a small Milan 
publishing house. Two of them are full time 
employees, publishing slim volumes of his- 
tory or psychoanalysis (though their em- 
ployer makes most of his money as a vanity 
publisher). The other, the narrator, is a free- 
lance "Sam Spade of culture" who makes a 
living walking the mean streets of dusty bib- 
liographies in search of references too ob- 
scure for others to find. About halfway into 
the book, fascinated by the fanciful links be- 
tween unconnected arcana found by the 
"diabolicals", as they call the self-financing 
authors of their series of mystical and her- 
metic texts, they decide to concoct the ulti- 
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mate conspiracy. This Plan explains the his- 
tory of the world in terms of an attempt by 
various cabals—the Knights Templar, the 
Rosicrucians, the Masons, the Nazis—to de- 
cipher a mystic secret and unleash the earth- 
power of the druids through the navel of the 
world. Everything falls in place within the 
Plan as long as its hidden meaning is found; 
hidden meanings are revealed through 
knowledge of the Plan. In this vicious circle, 
everything is connected and all symbols 
have meaning. 

The Plan, a joke that spends 100 pages 
becoming ever more convoluted, ends up 
proving to the playful editors that ideas are 
dangerous. The oldest, Diotallevi, fasci- 
nated by caballistic thought and the idea 
that the truth can be found in the permuta- 
tions of the Torah, discovers the Plan at 
work in his body. His cells are making new 
connections, his genes are being 
anagramatised. His cancer is a retribution 
for the sin of meddling with history. Belbo, 
the self-reproaching coward and failed artist 
who is the book's only sympathetic charac- 
ter, is taken over by the Plan as the Plan 
takes over the novel, carrying poor Belbo to 
a grotesque finale in the gothic halls of the 
Parisian Conservatoire des Arts et Métiers. 


Casaubon, the narrator, is driven mad. In a 
world where the author is at great pains to 
make illusion and reality indistinguishable, 
madness, like all else, is a relative term. Still, 


his belief that the Eiffel Tower is about to 


eat him seems to mark Casaubon out as a 
suitable case for treatment. 


The pendulum of the title plays arolein | | 


Belbo's final undoing (and he in its). It is 
also, naturally, a symbol. The French physi- 
cist Léon Foucault pointed out that pendula 
are true to mathematics, not the circum- 
stances of the world. A large pendulum will 


continue to swing in its plane as the earth __ 


moves by beneath it, and so, by tracing out a 
pattern on the floor below if, proves that the 
earth turns. It is a triumph of the absolute 
over the relative. 

The title also brings to mind Michel 
Foucault, the post-structuralist who, in "Les 
Mots et les Choses”, held that there is no 
fundamental truth, merely an endless play of 
symbols, where even the notion of man is a 
fleeting pattern drawn in the sand. The hid- 
den agendas which Foucault imposed on 
history, and his fascination with the links 
between power and knowledge, are easy to 
find in the Plan—as is anything else the 
reader wishes to find. But Mr Eco does not 
want to leave the reader in Foucault's do- 
main, "a centreless universe where all is 
margin and there is no longer any “heart” of 


anything" as he once described it. He wants — 


to show that for each person, as for each 
pendulum, there is a reference point, a place 
of rest from which the turning world of sym- 
bols can be seen as the illusion it is. 

This message brings the book to a fitting 
and poignant end. But the travails that the 
reader has to go through to get there! The 
novel is full of references to fiction, from 
Middlemarch to Indiana Jones by way of ev- 
ery conceivable intermediary, but it is lack- 
ing in the ingredients that make fiction 
work. The book is too long, the plot too 
short; most of its characters are thinly 
wrought; its awesome learning is only inter- 
mittently leavened with wit or spice. Mr 
Eco's attempt to marry the world of ideas 
with life as it is lived is simply not strong 
enough. The snatches of true feeling in 
Belbo's childhood memories are overcome 
by ever more erudite, ever more meaningless 
torrents of cleverness. "Foucault's Pendu- 
lum" would doubtless be a worthy subject 
for one of Mr Eco's fascinating essays. But as 
a fiction, it fails. 
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Women’s work 


Hard pounding 


Ir Women Counted. By Marilyn Waring. 
Macmillan; 386 pages; £14.95. Harper & 
Row; $19.95 


OR three terms Marilyn Waring was a 

conservative member of the New Zea- 
land parliament. One day in 1984 she voted 
against her own government over the issue 
of a nuclear-free New Zealand, and saw it 
fall. Her new book is equally iconoclastic: a 
call to politicians, policymakers, economists 
and everyone who might possibly be inter- 
ested to understand, protest at, and over- 
turn male-world economic assumptions. 

The people who are making the deci- 
sions on what should be considered of eco- 
nomic value are, in the main, men; and 
these men leave out, Miss Waring main- 
tains, the whole subject of what the world's 
“non-working” women do. A western 
woman looking after husband and child for 
16 years, until the child leaves the home, 
acts as nursemaid, housekeeper, laundress, 
practical nurse, dishwasher and mainte- 
nance man, replacing by her unpaid work 
one or more people at a minimum of 
£10,000 a year. Why, then, should she be 
said to have earned nothing over 16 years, 
rather than £160,000? 

Equally, water carried through pipes has 
a value to the economist-tyrants, but water 
carried long-distance by women does not. 
Tendai, a young girl in Zimbabwe, starts her 
day at 4am with an 11-kilometre walk to a 
bore hole to fetch 30 litres of water which 
she carries home by 9am in a tin can. Statis- 
tically, it is worth nothing. 

When international reports and writers 
refer to women as statistically or economi- 
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cally invisible, Miss Waring points a finger 
at the United Nations System of National 
Accounts, with which she struggled when 
chaired the public-expenditure select com- 
mittee in the New Zealand parliament. The 
UN approach is, she believes, a principal tool 
of the male economic system, helping to sus- 
tain “the universal enslavement of women 
and Mother Earth in their productive and 
reproductive activities." 

Feminist boilerplate aside, it is true that 
the UNSNA system takes only cash-generat- 
ing activities into account, and that it is 
these that are used to determine a country's 
balance of payments and loan requirements. 
The great bulk of labour performed by 
women in an unpaid capacity is left out of a 
country’s GNP. “In the United States in 
1980"', she writes, “52.7 million women par- 
ticipated in voluntary work that was valued 
at $18 billion. It was not calculated in the 
nation's accounts." Yet "Ben", a highly 
trained member of America's military forces 


who spends his days hanging around under- 
ground waiting for an order to fire a nuclear 
missile, has a value in the nation's growth, 
productivity and wealth. 

“If Women Counted” contains an en- 
tertaining chapter in the form of a Socratic 
dialogue between Miss Waring and Ron 
Fergie, deputy statistician for the Australian 
Government and (apparently) willing male- 
chauvinist stool-pigeon. When rural women 
in Papua New Guinea carry water up and 
down steep hills for two or three hours a 
day, insists Mr Fergie, it is not productive 
because it had no market value. “Cer- 
tainly", he continues bravely, "there is 
nothing sexist in this limitation of "eco- 
nomic” production to the kind of goods and 
sevices which are generally marketed and 
therefore capable of measurement in money 
value terms." Miss Waring may have the ar- 
gument of the heart, but the menarecl `+ 
going to win the argument of the head. 








The new man in Oz 


AUL KEATING has, according to 

the latest count, used 56 different 
terms of abuse to describe his opponents 
in the Australian parliament. They vary 
from the straightforward “blackguards” 
to the rather personal "perfumed gigo- 
los" and the imaginative "stunned mul- 
lets". In almost any other forum such 
ripe language would, at the least, be 
frowned upon. The Speaker of Britain's 
House of Commons would certainly 
raise an eyebrow if a govern- 
ment minister called a critic 
a "piece of criminal gar- 
bage’’. But in Australia’s leg- 
islature speaking the lan- 
guage of the street, and a 
pretty murky street at that, 
can be a credential. The 
prime minister, Mr Bob 
Hawke, is a master of abuse. 
Mr Keating will clearly keep 
the tradition going if, as 
seems likely, he takes over 
the Labor party when Mr 
Hawke decides he would like 
to do something else. 

Mr Keating is Australia's treasurer, 
the name the country calls its finance 
minister. He had had little experience of 
doing sums when he was appointed the 
shadow treasurer in 1983, when Labor 
was in opposition; little formal education 
at all, having left school at 15. You're 
the only bastard tough enough to handle 
Stone," the then party leader, Bill Hay- 
den, told him. John Stone was a conser- 
vative civil servant who ran the Treasury. 

In fact, as a well-researched new 








Unminced "ob 


book* points out, the two men got on 
remarkably well. Mr Keating, the bare- 
foot boy from one of the rougher parts of 
Sydney, had been reading Adam Smith. 
When Mr Hawke became party leader 
and won power for Labor, he and Mr 
Keating raided the lost ark of conserva- 
tism and stole its finest treasure, the free 
market. 

This, together with a pact with the 
unions that kept wages down, produced 
a stronger economy than it 
had had under what, in his 
politer moments, Mr 
Keating refers to as "the so- 
called businessmen's party" 
Recently, the gloss has gon 
from the economy. Foreign 
debt is the world's third- 
largest. Domestic interest 
rates are higher than even 
they are in Britain. They will 
have to come down if Labor 
is to win a fourth successive 
term at the next general 
election. 

Mr Keating has no doubt both that 
Labor will do so, and that he will eventu- 
ally run Labor. Few care to doubt him. A 
critic who drew attention to "the shal- 
lowness of his learning" got an earful 
that he will not quickly forget: “Just be- 
cause you swallowed a fucking dictionary 
when you were about 15 doesn't give you 
the right to pour a bucket of shit over the 
rest of us.” 


*Kearing. By Edna Carew. Unwin Hyman; 237 
pages; £15 
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= E you'te planning to visit America, don't miss the 
* States, A Trans Pacific Ticket gives you the option of buying 
_ TWA “Visit USA" tickets for internal flights at specially 
From just $US299 you can buy 4 coupons and get a free 

transit through St Louis to those places you really want 
tO Seen! p SEES 
Su The Trans World Airlines network has connections to 

< over 100 US destinations including Hawaii and the Caribbean. 








And if you really feel like going places, you can buy 
up to 4 additional coupons to other US destinations for a 
nominal amount. : vei 

For more information about TWA *Visit USA" 
tickets, contact your travel agent, or phone us on Hong Kong 
5236181, Taipei 25923011, Kaohsiung 7 201 1887, Bangkok 
233 1412, Jakarta 578 1428, Kuala Lumpur 2425577, Singapore 
2989911, Bombay 223080, Tokyo 032121477 or Manila 502656. 
It's the best way to sce the States when you visit America. 
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IN FROM THE COLD 
Eastern Europe in the 1990s 


Eastern Europe and the Soviet Union are undergoing a period of remarkable and 
potentially destabilising change brought on by an acute economic crisis. These 
| Special Reports will help you put the region in perspective. Each study analyses the 
roots of the current crisis and takes a detailed look at each country's future economic 
and political prospects. 
zc Closer economic relations with the EC, 
massive industrial restructuring and 
foreign investment are crucial for each of 
| the four. But how should the West 
“respond? The information you need to 
make that decision is included in: 


|] me USSR in the 1990s: Struggling Out OF 
| Stagnation. = -> 


' Special Report No. 1152. 
: Price: UK & Europe £110, North America USS230, 
Rest of World £113 Published February 198. 


Hungary to 1993: Risks and Rewards of Reform. 
Special Report No. 1153. 

Price: UK & Europe £115, North America USS245. 
Rest of World £118. Published November 1988. 


Yugoslavia to 1993: Back From The Brink? 
Special Report No. 2004. 

Price: UK & Europe £125, North America US$260, 
Rest of World £128. Published September 1989. 


East Germany to the 1990s; Can it Resist Glasnost? 
Special Report No. 1118. 

Price: UK & Europe £85, North America US$160. 

Rest of World £88. Published December 1987. 


ORDER FORM All prices include airmail postage. 
To order please tick the boxes by the titles 
required, complete the address details below 

and return the whole advertisement. 








Address 











Please send further details of other EIU. Publications: 

Lenclose a cheque for $/USS 2 payable to: 
The Economist Intelligence Unit Limited. 

Please invoice me. 


: 40 Duke Street 
The Economist London WIA IDW 


Intelligence Unit | Tej: 01.493 6711 Telex: 266353 


215 Park Avenue South, New York, NY 16003, USA. Tel: (212) 460-0600 Telex: 175567. 
A division of Business International 


Resistered Office: 25.56 pipes s Street London SWIA JG. Registered in London nu. 4702817, 


DISTINGUISHED - 
Howa — 








BOROBUDUR 
INTER- CONTINENTAL - 
Jakarta, Indonesia 


INTER- CONTINENTAL 
CANCUN 
Cancun, Mexico 


LE GRAND HOTEL 


Paris, France 


INTERCONTINENTAL 
MANILA 
Manila. Philippines 


MAUI 
INTER- CONTINENTAL 
WAILEA 
Maui, Hawaii 


INTER-CONTINENTAL 
MIAMI 
Miami, Florida 


INTER- CONTINENTAL 


NAIROBI 
Nairobi, Kenya 


INTER- CONTINENTAL 
NEW ORLEANS 
New Orleans, Louisiana 


INTER-CONTINENTAL 
PARIS 


Patis, Frante 








FOR THOSE WHO HAVE ACCESS TO 
THE FINER THINGS IN LIFE. 


xc 


$3 
INTER:CONTINENTAL 
HOTELS 


Its where you gowhen you've arrived.“ 


FOR THE UNCOMPROMISING BUSINESS TRAVELLER WHO SEEKS A DISTINCTIVE HOTEL EXPERIENCE 





SCIENCE /SCOPE: 


tro- -optic sensors will track targets even in highly cluttered environments. The Dual Mode Tracker, d 
loped and being readied for production by Hughes Aircraft Company, has the capability to track © 
iles, aircraft and vehicles. Using an advanced correlation/centroid tracker, the system can - ; 
multaneously track targets while automatically selecting the preferred mode of tracking. It vill also” 
tomatically acquire moving targets in the field of view of any video i imaging sensor connected t to itc 
Dual Mode Tracker. can be utilized i in tactical and strategic applications. is 


red. eeker. desi ned to function under severe environmental and o erational conditions, is 
g prepared for flight evaluation tests. The brassboard model is part of the Strategic Defense _ 
igh endoatmospheric defense interceptor (HEDI) program. The system will locate an 
efitry vehicle target, compute an aimpoint, and generate appropriate missile guidance 
The Hughes- -built mercury-cadmium-telluride seeker, which will be cooled by liquid 
te in the mid-infrared band, and generate megabits of data every second. Output - 


:d ol 
ules. The d Maustacturing F Process Information System (IMPIS), devclaped dby 
features an integrated manufacturing database which stores standardized graphics and texts. 


: luces the time to prepare paneme documents by 50 percent over manual methods and creates ir 


= pplication ranging from digital to microwave. oe by Hughes, the M noli, oed 
y-temperature cofired ceramic packaging, places buried interconnects, such as low frequency signal 


ces and RF stripline, in laminated ceramic material. Buried passive elements, such as resistors and 


pacitors can also be incorporated into this monolithic package structure. High packaging density 
so achieved ie) placing: devices into cavities and interconnecting within the ey. walls. This | 


stalling an advanced computer tracking system. The Product Test/ Inspection Information System 
| eae developed by Funes for its Tucson plant site, allows circuit card Mini wol r 


tors, supervisors, technical support acis quality peen, and mai eme 
0¢ x quality, i improve proves efficiency, and identify and resolve problem, o 


re information write to: PO. Box 45068, Los Angeles, CA: 90045- 0068. USA 





Eating catfish with 
Dr King 


AND THE WALLS CAME TUMBLING Down. 
By Ralph David Abernathy. Harper & 
Row; 638 pages; $25 


OR 635 pages, this is the unpretentious 
autobiography of a brave young pastor 
Ala who was Martin Luther 
King’s deputy and dearest friend in the 
American struggle for civil rights in the 
1950s and 1960s. It is an appealing memoir 
that is occasionally illuminating, more often 
plodding. Then, in just three pages, the Rev 
Ralph Abernathy sets the cat among 
iawking pigeons. He reveals that King, 
* night before he was assassinated, appar- 
ently spent time alone (but separately) with 
two young women and fought with a third 
who came to look for him in the early morn- 
ing and was cross to find him not in the mo- 
tel bedroom he was supposed to be sharing 
with Mr Abernathy. 

It had been known, in a vaguer way than 
it was known about John Kennedy, that 
King was a bit of a womaniser (only black 
women, says Mr Abernathy reassuringly). 
Nobody made much of this (Gary Hart, you 
should have been living at that hour) except 
for J. Edgar Hoover's FB1, which, pursuing 
King as a communist revolutionary, bugged 
a series of bedroom scenes and threatened 
to tell all unless King decently did away with 
himself. King, irritated by the invasion of his 
privacy, shrugged the matter off. 

But King is the icon of the civil-rights 
movement and these detailed revelations, by 
his closest disciple, about his last night on 

uth have outraged black leaders, reawak- 
ing old feuds and bitternesses. Twenty- 
seven black luminaries, including the Rev 





„Sifs of the Mahatma 


ROWDING, lemming-like, to follow 

the intemperate fashion set by the 
Rushdie affair, over-ardent admirers of 
Mahatma Gandhi in Britain are threat- 
ening to kill an Indian academic who has 
written something they do not like. 
Bhikhu Parekh, the author in question, 
is now professor of political theory at 
Hull University and deputy-chairman of 
the Commission for Racial Equality. His 
book, “COLONIALISM, TRADITION AND 
REFORM”* contains, like Ralph 
Abernathy’s (also reviewed on this page), 
one section casting doubt on the moral 
behaviour of a political icon. In a chapter 
called “Sex, Energy and Politics” he re- 
counts how Gandhi, in the last years of 
his life, felt the need to test his sexual 
self-control in the fashion Gibbon once 
ascribed to the Fathers of the Church: he 
would sleep naked beside women, among 
them his two teenage nieces. 

The ardour of the militants might be 
dampened if they realised that this is no 
startling revelation, but old hat. The 
story was first told in a book published in 
Calcutta in 1953, “My Days With Gan- 
dhi", by Nirmal Kumar Bose. Bose, a dis- 
tinguished anthropologist, worked for a 
time as Gandhi's secretary; he left his 
post because he disapproved of the effect 
Gandhi's experiments might have on the 
young women involved. Many other old 
friends and followers of the Mahatma 





parted company from him for the same _ 
reason. Their remonstrations had not | 
the slightest effect on the old man. 


in India or abroad; but the stoty went 
round the world when Arthur Koestler 
wrote of the experiments in “The Lotus. 
and the Robot", published in 1960. The | 
Indian government was mightily dis- | 
pleased, and only Koestler's reputation 
prevented the book being banned or | 
censored. In a footnote, Koestler, refer- — 
ring to Bose’s book, wrote that." e 
Gandhians were so thorough in effacing 
every trace that Bose's book is unobtain- 
able not only in India but also in the Brit- 

ish Museum -Not quite correct; this || 
writer has found a copy irt the library of d 
the Indian Council of World Affairs, i in | 
New Delhi. 

A philosopher first and foremost, Mr 
Parekh believes that he has dealt with 
Gandhi’s experiments in a philosophical 
way. His critics say he is treating Gandhi 
as if he were Elizabeth Taylor. More than 
anything, the hullabaloo suggests that 
every new generation of Indians has to 
discover afresh that “the father of the na- 
tion”, like many of those self-consciously 
striving for sainthood, could be both 
cranky and selfish. l 


*Sage Publications; 288 pages; £22.50 and £10.95 
(paper) 





Jesse Jackson (who is mildly reprimanded by 
Mr Abernathy for wrongly telling the press 
that it was he, rather than Abernathy, who 
cradled the dying King in his arms), signed a 
statement deploring the attempt to “dimin- 
ish the life and work of the only spiritual ge- 
nius America has produced". They have 
called for a boycott of the book (which, pos- 
sibly for prurient reasons, is selling well). 
There is cruel talk of a Judas. And it is 
meanly suggested that Mr Abernathy, who 
has suffered two minor strokes, may not be 
compos mentis and, anyhow, is eaten up 
with jealousy because the fame and glory 
were all King’s and he himself was a sad flop 
when he succeeded the martyred hero as 
leader of the Southern Christian Leadership 
Conference. 

If Mr Abernathy suffers from the sin of 
envy, his book does not betray him. He is 
not a gifted writer: he has no art, or ghost- 
writer, to convey the excitement or the trag- 
edy of the time (Kennedy’s assassination, for 
instance, goes unremarked). The virtue of 
his writing is its immediacy: he conveys the 
confusion of priorities which meant that 
people like himself, who were central to the 
civi-rights movement, were also thinking 


about things like food, and doctoral dia 


and persuading their families to move from — 


one city to another. 

And he shows a side to King that no- 
body else can. Swept up by the rush of l 
events, after the exhausted Rosa Parks re- 
fused to give up her bus seat to a white man, 
the two law-abiding clergymen found them- 
selves constant cell-mates. Sometimes this 
was enjoyable: if the cell was clean, and 
supporters were sending them in good food, 
they could relax in one another's company. - 
"He's a smart old cracker” said King of 
Connor, the Birmingham official who saw | 
that the way to punish the two black activ- 
ists was to put them in separate cells. 

Mr Abernathy remembers King's last | 
night in the Lorraine Motel but, equally - 





well, he remembers the lunch they had to- — 


gether the next day. The speciality of the 


day was catfish, and the two friends, looking 


forward to a treat, both ordered it. But the — 


waitress, in a muddle, brought a single piled- 
high portion. "Don't bother her," said | 


King. "We'll just eat from the same plate." 


The man who remembers that is not being. 
malicious in his other recollections. 
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'TALY’S minister of public works, 
Giovanni Prandini, has startled his coun- 
rymen by suggesting that "in the interests 
public safety” one of their best-known 
onuments, the Leaning Tower of Pisa, 
ould be closed to the public. The good cit- 
zens of Pisa, who reap the benefit of 1,500 
visitors a day to the tower, are horrified at 
e prospect of seeing their booming tourist 
iness dry up overnight. 
e tower has been at risk, of course, 
all its 800-year life. It tilted perilously 
uring construction, and it has continued to 
t at an average speed of one mjllimetre a 
. Most experts agree thgz, at this rate, 
ie tower still has anéther 150 years to go; 
year, in fact, it belied pessimists by mov- 
g 0.2mm, or barely at all. Pisan wags say 
t Prandini simply wants history to take 
ote of him. He sees it differently; in a na- 
of chronic ditherers, he is a politician 
raid to make decisions. Last year his 
nistry approved an ambitious plan to con- 
idate the tower by means of engineering 
niques similar to those used to 
hten motorway pylons, and Mr 
ndini is said to want to try it out. 
f the minister and his engineers get 
ir way, Pisa’s graceful tower will soon be 
closed in a mighty ring of scaffolding 
ching half-way up the famous campanile. 
The aim of the scaffolding, according to 
uca Sanpaolesi, an engineer from Pisa and 
chairman of the five-man committee which 
drafted the plan, will be twofold. First, it 
should enable contractors to work without 
k to reinforce the tower's marble ma- 
nry. Then, at a later stage, Mr Sanpaolesi 
| his colleagues propose applying pres- 
sure, by means of jacks attached to the scaf- 
folding, to correct “imperceptibly” the tilt 
of the tower. Finally, they intend to encase 
the foundations of the tower in a ring of ce- 
ment attached to another pair of jacks. 
ese jacks, unlike the ones mounted on 
the scaffolding, are to remain in place indefe 
itely. Should all these measures fail to 
work, the committee proposes to secure the 
base of the tower to a “raft” of cement held 
in place by 40-metre underground poles. 
These plans are furiously opposed by 
Piero Pierotti, a specialist in medieval ar- 
hitecture who teaches history of art at Pisa 
University. His own studies of the tower 
have convinced him that it would be ex- 
tremely risky to apply any form of pressure 
to the delicate dry-stone masonry. The loose 
- filling discovered by Mr Sanpaolesi and his 
colleagues between the tower's white walls 
may well, he thinks, have been intentional. 
It was possibly this choice of material, anda 
careful distribution of weights, that enabled 


























































Giovanni di Simone to complete an already- 
tilting tower between 1275 and 1303. Inject- 
ing tons of cement in the Sanpaolesi fashion 
could destroy the tower's remarkable flex- 
ibility as well as altering its balance. 

Mr  Pierott's own findings are 
tantalisingly reminiscent of Umberto Eco's 
novel "The Name of the Rose". The clue to 
the Tower of Pisa's graceful proportions, he 
says, lies in a set of medieval measurements 
all of which add up to 100. But their interest 
is more than academic. Mr Pierotti believes 
that by piecing together the measurements 
of the tower as they were intended to be, 
and comparing them to the tower's actual 
dimensions, it should be possible to identify 











points of stress where damaged or altered 
marble should be replaced. It should also be 
possible to track down the tricks di Simone 
used to overcome the problem posed by a 
tower which tilted while he worked. 

Out of respect for the tower's age, he 
says, Mr Pierotti proposes a softer cure to 
the one favoured by Mr Prandini. Static 
pressure in the ground caused by both the 
tower and the nearby cathedral should be 
checked, he says, to correct any imbalances 
that may continue to threaten the stability 
of the tower. Water saturation in the ex- 
tremely permeable soil should also be moni- 
tored—either too much or too little water 
could affect its resistance to pressure. Much- 
needed restoration of damaged marble in 
the building should be undertaken. And as 
a last and final resort, and an insurance 
against calamity, Mr Pierotti recommends 
preparing a scientific plan to dismantle and 
eventually reassemble the tower. “In the un- 


happy 





ent pr 
sary’, he says, “dismantling th 
Pisa could offer some unique 
the techniques of the master-masons 
built it.” 


Tower of 
ghts into 
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Yiddish culture 


The alien corn 


NEW YORK 


qi autumn New Yorkers have been 
queuing up to see a film notably differ- 
ent from the usual avant-garde fare: a tale of 
immortal longing, exorcism and unquiet 
death directed in 1937 by an obscure Pole .' 
called Michal. Waszyski. The story was none 
other than S. Ansky’s classic, “The Dyb- 
buk”: and the film was in Yiddish. 

From the moment thirteenth-cent 

Jews began to write their middle German- . j 
Slavic-Hebrew dialect in their traditional 
Hebrew script until rhe mass murder of their 
descendants seven centuries later, Yiddish 
was the vernacular of Central and East Eu- 
ropean Jews. The first book of Yiddish fie 
tion (by Sholem Abramovitsh, writing un- 
der the pseudonym of Mendele the 
Bookpeddler) was published in 1864; and 
for the next 80 years Yiddish writers. pro- 
duced tens of thousands of volumes of po- 
etry, fiction, history, sociology, polemics 
and essays, alongside a thriving Yiddish the- 
atre and a fledgling film industry, to which 
the recent screening of “The Dybbuk" bore 
late and lonely witness. 

The comparatively aristocratic cadences 
of Hebrew became the language of the Zion- 
ist renaissance; but Yiddish was wedded to 
the daily lives of the Jewish masses of Eu- 
rope. Although that civilisation was largely 
wiped out in the pogroms, glasnost is allo 
ing traces of it to be rediscovered. This su 
mer the Lithuanian government signed an 
agreement with New York's vivo Institute 
for Jewish Research under which the Insti- 
tute, a world centre for the preservation of 
East European Jewry, may regain access to 
the vast portion of its archives still in Vil 
nius. The vivo archive was inadvertently 
saved by the Nazis themselves, who had 

planned to make it the centrepiece of an 
anti-semitic museum in Frankfurt 5 

. This agreement comes às inte 
dish culture is-mounting in Americ: 














University hasanno t 

some 10,000 Yiddish volumes (because of its 
prosaic roots, Yiddish is of special interest to 
social historians); courses in Yiddish and 
Yiddish-language clubs are regular features 
on many university campuses; musicians, 
both Jewish and Gentile, play “klezmer”, 
the Hasidic melodies set to ragtime by Jews 
between. the wars. Joseph Papp, a veteran 
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champion of the avant-garde, has brought 
original Yiddish plays by young American- 
Jewish writers to the stage of his theatre in 
New York; big publishing houses are bring- 
ing out translations of hitherto unknown 
Yiddish literary masters. 

This collective enterprise is, in the final 
analysis, profoundly elegaic. Yiddish persists 
as a living, spoken language only among Ha- 
sidic and ultra-orthodox Jews, mostly living 
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in Brooklyn, who have little use for belles- 
lettres and even less for theatre. For the ma- 
jority of Yiddish enthusiasts, their involve- 
ment is an exercise in memory and retrieval: 
the sort of thing practised by the National 
Yiddish Book Centre in Amherst, Massa- 
chusetts, which since its founding in 1980 
has rescued nearly Im Yiddish volumes 
from oblivion and distributed them to li- 
braries. 





BOOKS AND ARTS 


The meaning of the renewed interest in 
Yiddish for the future (some might say, for 
the possibility) of American Jewish culture is 
unclear. A number of years ago a celebrated 
writer, Cynthia Ozick, called for the trans- 
mutation of English into a "new Yiddish", 
but she has since recanted. "Language," she 
writes in a recent collection of essays, "is the 
wineskin, thought the wine." Yiddish 
endeavour was animated by a deep commit- 
ment to the collective culture coupled with 
the search for an individual voice; it was no 
accident that the greatest Yiddish poets— 
Moyshe-Leyb Halpern, Jacob Glatstein and 
Mani Leyb—wrote in the teeming streets of 
New York's Lower East Side, where this ten- 
sion was at its most acute. Few American 
Jews who care for Yiddish feel that tension 
today. What they feel, as one professor says, 
is “a kindef piety for the past that involves 
neither Israe ogue", and a mem- 
ory of immigrant origins; ~~ = 

"| chant"', wrote Mani Leyb, "amid the 
alien corn, the tears of desert wanderers un- 
der alien stars." The life of the Yiddish lan- 
guage has time and again been the life of ex- 
ile. The deepest continuities of Jewish 
history run through Hebrew, from Zion 
through exile and back. It is there, if any- 
where, that Jewish life will find the memory 
that can serve as the basis for a future. 














66T D GIVE the Nobel Prize to have the 

Nobel Prize." That was back in 
1942, when Camilo José Cela was 26 and 
about to publish his first novel, "La 
Familia de Pascual Duarte". Now, 47 
years and 60 books later, he has become 
the fifth Spanish winner of the Nobel 
Prize for Literature. 

Mr Cela's regular newspaper columns 
and television appearances have made 
him well known, even to Spaniards who 
have never read his books. Hard work- 
ing—writing, he says, is just another 
job—but somewhat boastful, he is a bon 
vivant, unabashedly fond of luxury, good 
food and nice-looking women. Five years 
ago he retraced a journey made nearly 40 
years earlier with a donkey; this time he 
travelled in a white Rolls-Royce, chauf- 
feured by a stunning black girl. The result, 
predictably, was yet another travel book. 

The author's Rabelaisean side has 
found expression in his fascination with 
Spain's rich slang, his countrymen's main 
weapon against Franco's puritanical re- 
gime. The "Diccionario Secreto" and 
"Diccionario Erótico” are rumoured in 
Madrid to have been the reason why Mr 

Cela has had to wait so long for the Nobel 


Prize. ("I was becoming", he says, "a 
chronic candidate.) Yet this is only part 
of his fascination with Spanish. An inven- 
tive archaeologist rather than a James 
Joyce, he can switch from classical re- 
straint or baroque convolutions to tavern 
talk and local dialects. He has revised for- 
gotten technical terms used by old crafts- 
men and invented words when Spanish 
failed him. His exploration of Spanish is, 
perhaps, the main thread of continuity in 
his unequal and versatile output. 

Mr Cela's style is most properly called 
tremendismo, a peculiarly Spanish way of 
writing that distorts reality, as in flawed 
mirrors, to achieve grimly grotesque ef- 
fects. Stir in a touch of Zola, set it all in 
poverty-stricken rural or urban Spain, 
and the result is "La Familia de Pascual 
Duarte” or “La Colmena" (1951), whose 
cinematographic technique broke new 
ground in Spanish fiction. 

“Life has no plot,” Mr Cela says; “my 
writings are slices of life." Hence his facil- 
ity at travel writing, in which he brings 
Spain’s peoples and places to life with a 
blend of detachment and kindliness. Sen- 
sitive to censors—“La Colmena” was 


Buenos Aires—he has learned to steer 
clear of political comment, and has thus 
been able to go on writing and entertain- 
ing readers right into the democratic 
1980s. Not surprisingly, he has become a 
living institution. School books teach that 
his early novels were a turning point in 
twentieth-century Spanish literature. 
When he learnt about his Nobel Prize, he 
tried to sound modest: "They're really giv- 
ing the prize to Spanish literature." Well, 
to half a century of it. 
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_APPOINTMENTS 


‘Develop Your Future with the WDA’ 
The Welsh Development Agency works for economic regeneration in Wales, alongside both public and private sector partners. 
The Agency has established an impressive and innovative track record in fields including finance and advisory services for 
business, the development of industrial and commercial property, urban renewal. and a range of special initiatives. 
The Agency's established team of economists and business planners are adding an exciting new dimension to their role. In 
s strategy and providing research support to its 


addition to continuing as major contributors to the development of the Agency's ) : 
operations, this team is now making its resources of information and expertise available direct to the Welsh business community 


on a consultancy basis. i c 
ew name: Welsh Development Research and Economics. 


To reflect this new role, the team is adopting a n 
it now wishes to fill the following vacancies, which will be based in the WDA's Cardiff headquarters. 


BUSINESS STRATEGIST 
Starting salary c£23K + leased car 


"We wish to recruit anyexperienced business strategist, preferably with marketing and financial experience, to: 737 
* manage and ugdértake a range of consultancy projects of a strategic nature for both internal and external clients; 
* play arate role in the marketing of the team's consultancy activities; 

= "tohffibute to the Agency's policy development. 


The ideal candidate should have: 
a first degree in economics, business studies or a related field; 


* an MBA; 

* at least five years relevant experience at a senior level in business planning or strategic m 
‘in private enterprise and/or consultancy; 

* familiarity with market information sources and research techniques: 
good communication skills and considerable initiative. 


INFORMA TION UNIT MANAGER 
. Starting salary c£18.5K 


As a result of an internal promotion, an experienced and 

* manage and develop our document collection which, thou 

* co-ordinate our extensive use of on-line databases, inc 

* provide SD! and current awareness services; 

* deliver a cost-effective business intelligence service. 

The successful candidate will have: 

* a professional qualification in Librarianship or Information Science: 

* at least five years relevant experience. probably gained in a specialist library or information unit, including senior 
management responsibilities; 

* a successful track record in the application of information technology to information handling: 


excellent fainiliarity with the major information sources in technical, business and commercial fields. 


MONITORING ECONOMIST 


Starting salary c£12K 
An economist is required to co-ordinate our economic monitoring activities, develop and maintain our statístical database 

and work on policy orientated projects for internal and external clients. . ` a 
levant post graduate qualification, together 


The successful candidate will have a first degree in economics and, ideally, a re 
h or consultancy environment. A good background in macroeconomics and/or 


with at least one year's experience in a researc i 
regional economies, together with some econometric experience, is required. Other essentials include competence in PC 
packages, familiarity with key data sources and excellent oral/written presentation skills. 


Salary to a maximum of c£16K, dependent upon experience and qualifications 

Enthüsiastic researchers are needed to contribute to a wide range of projects, covering sector and market appraisals, labour 
market issues, local development initiatives and economic and policy analysis. ] 
Backgrounds in economics, social sciences, business studies or librarianship/information science are relevant, together with 


research experience gained in the public or private sector. 
Applicants interested in a six-month contract or in part-time employment will be considered. 
in addition to competitive, performance-related salaries, benefits include contributory pension scheme, generous leave 


allowance and assistance with relocation expenses where appropriate. 


DA 


Weish Development Agency 
For further information and an application form, please write or telephone: : 
Lyn Arnold, Director, Welsh Development Research and Economics, Welsh Development Agency. Pearl House, Greyfriars Road, 
Cardiff, CFA 3XX. Telephone: 0222 222666, ext 2355. 
Closing date for return of applications: 10th November, 1989. 
AN EQUAL OPPORTUNITIES EMPLOYER 
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arketing, preferably obtained 


innovative Librarian/Information Scientist is needed to: 
gh small, rivals many more formal business libraries; 
luding providing in-house training: 
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EXECUTIVE DIRECTOR—OPERATIONS | 
The new concept in financial co-ops. ae 
^ LONDON £20,000-£25,000 based on previous salary 


Wearea trade association for credit unions — member owned and controlled financial co-ops. We are dedicated to providing 
a fast, efficient, courteous and professional service to all our members. n. 
To ensure this continues you will be expected to control insurance operations, member services, financial advice and. 
monitoring to credit unions, expansion of income generating services and day to day management of a busy office. : 
|... A good financial services background in banking, finance or insurance essential. Your interpersonal and written skills. must be 
d highly developed and you must have proven Supervisory experience. ; ; 
0 CAMS. Reporting direct to the CEO you will be the No 2 in the association. 

i ” K you wish to apply/details from and cv (in confidence) to: 

: . — ABCUL, 48 Maddox Street, London WIR 9BB. Telephone 01-408 1699. ax: 01 -355 3356. 
i Closing date 3 November, 1989. ; , ES e 

















A career as a Government Statistician is a pretty good way to ensure | 
fascinating work, good pay and prospects. Of course if you are on the : 
short list for a job as a house -sitter in the Bahamas at, lets say, £500k plus 
company yacht... we'd understand: But otherwise you'll want to Know 
more about what we have to offer: yey a: fee 

For a start, our work covers such a broad range of concerns that 
we're extremely hard to categorise, With over 20 government depart- ^ $ 
ments to choose from, our careers are determined very much by our 
personal strengths and interests. 

Secondly, our role means we're more often found interpreting the 
implications of our data than crunching numbers. We are the primary 
source of accurate, unbiased information for both the government and 
the wider public. 

Thirdly, there are three ways of joining; pick the route that suits you: 


Assistant Statisticians — (Ref: G/561/89/2) 


If you have recently graduated, or expect to do so this year with at 
least a second class honours degree which comprises 25% or more statistics 
we have about 50 posts. Starting salary is up to £13,824 or £18,086 if over 
26, depending on location and experience. 


Trainees - (Ref: G/974/89) 


This is a new scheme for up to 15 numerate people who have a good > 
degree but have studied little or no statistics. We will be looking for 
evidence of a proficiency in maths and an interest in statistics. Trainees 
will undergo a 6 months intensive postgraduate conversion course on a 
salary of £10,930 after which they will become assistant Statisticians. 


| But not that good. Experienced Statisticians — (Ref: G/619/89) 


If you have at least a second class honours degree or equivalent v 
containing a substantial amount of statistics and have a least five years’), 
experience working in statistics we have more than 10 senior posts. Starting 
salary is up to £26,910 depending on location and experience with further 
increments, depending on performance, up to £31,751* ("subject to ratification). 

Whichever route applies, you will receive excellent training and support 





together with levels of responsibility and job satisfaction that we think 
you'll find it hard to match elsewhere, except perhaps in that job in the 
Bahamas. 


Service Commission, Alencon Link, Basingstoke, Hants RG21 1B, or 
telephone Basingstoke (0256) 468551 (24-hour answering service), 
Closing date for receipt of applications is 6 December 1989. Please quote 
the appropriate reference number. 
GOVERNMENT STATISTICAL SERVICE The Civil Service is an equal opportunity employer 


For more information please contact John Cammack, Statistician 
| Group Management Unit on 01-217 4369 or apply direct to the Civil 













‘The University of Sheffield 
_ School of Management 
: RESEARCH ASSOCIATESHIP 


Applications are invited for the above 
post. available immediately for two 
years, to work on an ESRC/SERC 
funded project on "Performance Pres- 
‘sures and Technological Progress in 
-British Industry”. 

“The project is multidisciplinary, bridg- 
-ing economics, management, account- 
ing and the technologies of the indus- 
“tries to be studied (pharmaceuticals, 


APPOINTMENTS — 


electronics and metal goods). It forms 
part-of a Pan-European comparative 
project and if the latter is funded will be 
interlinked with studies in other coun- 
tries (France, Germany, Holland, Italy). 
it will focus on in-depth investigation of 
four to six multinational firms. Candi- 
dates should have an academic back- 
ground centred in accounting and fi- 
nance, management or economics, 
and a broad knowledge of the rest of 
those fields, together with experience 
of, or natural aptitude for, interviewing 
senior managers. Postgraduate qualifi- 
cation and/or industrial experience de- 

























sirable; if without a postgraduate quali- 
fication, the. appointee will be 
encouraged to register for one. Starting 
salary £12,381 pa, negotiable for ex- 
ceptional candidate. 

For further information contact: Dr 
istemi Demirag (0742-768555, ext 
6788) or Dr Andrew Tylecote (ext 6795) 
to whom applications, including a cv 
and the names/addresses of two refer- 
ees, should be returned to Sheffield 
University Management School, Con- 
duit Road, Sheffield S10 1FL by 6 
November 1989. Ref: MAP203/B. 

An Equal Opportunity Employer 


OPPORTUNITIES FOR 
ECONOMISTS & 




































four key posts: 


generating Companies. 


experience of VA 
(Ref. 115/89). 
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Forthcoming Privatisation in the Electricity Ind 
energy market-place. Yorkshire Electricity is current! 
is now seeking to strengthen its Energy Contracts an 


This invoives monitoring the noti 
d, and managing the associated settlement system. The work 
environment is Pe gad related to a DEC VAX based IT system, and hence for this post some 

d control software {ideally Oracle) would be desirable. 


called to meet YE deman 


interrogation an 


designed to assist the Company's 
contract evaluation in the light of varyi 
close liaison with the Settlements Ana 
be desirable. (Ref. 123/89). 
SENIOR ECONOMIST - MARKET ANALYSIS 

The post will involve the development of detailed databases and forecasting models 
important that analysis of markets and trends can be cogently 
arios and integrated into various generating and electricity sales 
forecasting models. Hence presentational skills as well as technical expertise are important 
aspects of this post. (Ref. 1 

SENIOR ECONOMIST - DEMAND FORECASTING 

The post will be responsible for the development and operation of demand forecasting 
the forecasts to the energy contracts function. Familiarity with 
Econometric techniques is required, together with an ability to 
tems for handling daily data input in bulk. (Ref: 124/89). ; 


for energy markets. It is i 
presented in a range of scen 


models, and, for relating 
Operational Research and 
organise management sys 


Candidates, preferably graduates, from an economic 
other relevant backgrounds are sought. Although experien 
sector and current developments would be an advantage, 
communicate and manage information. 


These challenging positions offer 
salary up to £24,000 plus other Company ben 
ideal opportunity to work in a rural setting between Wetherby and Leeds. As 
wellas being within reach of someofthe North's most beautiful countryside, 
this presents quality-of-life advantages including excellent Housing, 
Schooling and Sports facilities. 
ly for these posts with a detailed CV and covering letter 
current salary, to: The 


quoting appropriate reference number and stating 
, Wetherby Road, 


Group Personnel Director, Yorkshire Electricity 
Leeds LS14 3HS. Applications should be received by 10 November 1989. 


An Equal Opportünities Employer 


ANALYSTS 


ustry will involve many changes in the 
adapting to these new challenges and 
Forecasting Sections by recruiting into 


SENIOR SETTLEMENTS ANALYST 


The post will be responsible for the day to da managemen! > the contracts with the 
ication of generating contracts 


ANALYST/SENIOR ANALYST 


The post will involve the development and operation of computer-based systems 
power purchasing activities. Particularly important will be 
ng fuel prices and demand scenarios, This will require 
lyst, and an awareness of VAX based software would 


6/89). 


s, business analysis, statistics or 
ce or knowledge of the energy 
more important is an ability to 


a first-class remuneration package - a competitive 
efits, including relocation assistance - and the 


arcroft, 


Yorkshire 
Electricity 


Jing and research: Specialization 





The University of Wales 
Aberystwyth 

SENIOR LECTURER/LECTURER 

in Marketing 

Applications are invited for the above 
post in the Department of Economics 
and Agricultural Economics from candi- 
dates with teaching and research expe- 
rience in any area of marketing. The 
successful applicant will be expected to 
teach marketing research (and offer 
another specialist area) on a range of 
undergraduate and postgraduate mar- 
keting schemes including a thriving 
MBA programme. Applicants should 
demonstrate a strong academic or.. 
business background. Candidates for 
the Senior Lectureship must have a 
proven research capacity in marketing. 
Salary on the Lecturer Grade A or B 
scale (£10,458 to £20,469) or 
Senior Lecturer Scale (£21,48 
£24,285). : 


Application forms and further particu- 
lars from The Staffing Officer, The 
University College of Wales, Old Coi- 
lege, Kings Street, Aberystwyth SY23 
2AX (Tel: 0970 622054). Closing date 
for applications 17 November 1989. 

































AMERICAN UNIVERSITY 
OF PARIS 


l'université américaine de Paris 


FLORENCE J. GOULD 
VISITING SCHOLAR 


The Department of International 
Economics of The American Uni- 
versity of Paris invites applications 
for the position of Florence J. Gould 
Visiting Scholar for the 1990-91 
academic year. Candidates should 
be senior scholars in international 
economics with demonstrated suc- 
cess in both undergraduate teac" 


interest in the economics of tw 
EEC is preferred. Candidates avail- 
able for only one semester may 
apply. Applications received by De- 
cember 15, 1989 will receive priori- 
ty consideration. Please send cur- 
riculum vitae, samples of scholarly 
writing and three references to: 
Professor Ali Fatemi, Chairman 
Department of International 
Economics 
The American University of Paris 
31 Avenue Bosquet 
75007 Paris, FRANCE 
Tel (33/1) 45.55.91.73 
Fax (33/1) 47.05.33.49 


APPOINTMENTS 
WANTED 







ENTREPRENEURIAL SPIRIT 


with  writing/business/environmental bark- 

ground. prablem-solver, seeks employer with 
"wision ' to see how my experience can assist 

his business. Researching my specialty. Flex- 
ible; team player. organised, self-starter. 
French, German. Relocation desired. 

Elaina Kokoska, 126 Woods End Road, Fair- 
field, CT 06430, USA. Tel: (203) 259-2757. 
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years. 


The Flinders University 
of South Australia 
School of Social Sciences 

| LECTURER IN ACCOUNTING 

` (LIMITED TERM) 


. ` -Discipline of Accounting and Finance 
` (Ret No 89203) 


Further information may be obtained 


tion of Commonwealth Universities, 36 
Gordon Square, London WC1H OPF. 
Applications, Quoting reference 
number; should be todged, in duplicate, 
with the Manager, Human Resources, 
The Flinders University of South Aus- 
tralia, Bedford Park, Adelaide, SA 
5042, Australia, by 17 November 1989. 


EQUAL EMPLOYMENT OPPORTUNI- 
TYIS UNIVERSITY POLICY 









^, Applications are invited for the above 
"position, commencing in 1990 for an 
; initial period of three years, but which 
_ oy may be extended for up to a further two 












At British Aerospace (Space Systems) Ltd, 
Europe's largest manufacturer of commercial 
communications satellites, we constantly seek 
innovative commercial Strategies and financing 
packages which provide the edge over our 
competitors worldwide. To enhance an 
established team, we now seek two young 
contracts professionals who will: 

** help construct and draft complex commercial 

proposals 
* participate in preparing internal presentations 
to Directors l 

-* handle highly complex contract negotiations 

at both prime and major subcontract level. 

To succeed you must be: 

* alaw graduate, with an economics or 

. business studies background, or alternatively, 

a graduate in economics/business studies 

with a clear understanding of commercial law 





from Appointments (36980), Associa- 


London School of Hygiene 
and Tropical Medicine 


(University of London) 
Department of Public Health and Policy 


SENIOR LECTURESHIP 
IN HEALTH POLICY 


An established post has been created 
for a senior academic expérienced in 
health policy analysis to take a leading 
role in strengthening health policy stud- 
ies throughout a large multidisciplinary 
department and to a lesser extent in the 
School as a whole. Applicants should 
have had teaching and research expe- 
rience in both European and develop- 






CONTRACTS SPECIA 


Develop your career ina 
different atmosphere. 


* experienced in drafting high-value 
commercial proposals for products with a long 


lead-time 


* highly motivated, personable and ambitious 
* and ideally, fluent in a second European 


language. 


These positions offer the chance to gain- 
considerable experience in a high-profile 
stimulating environment. You'll enjoy the 









ing countries. A higher research 
is desirable. For further ink 
contact Professor Patrick Vau 
the School Telephone D1 
ext 431. 


Appointment: will be made 
Senior Lecturer Scale, with 
salary in the range £23,139 to 

Applications. consisting. of 1 

vitae and two telerees adt 
to the Personnel Officer, Lo 
School of Hygiene and Tropical M 
cine or telephone 01-636 8636, e; 
for further particulars, quoting re 
1. Closing date 1 Di 98 






























prospect of rapid promotion to a management 
position, plus a highly competitive salary and 
benefits package, including relocation where 
appropriate and a special Rover car discount 
purchase scheme. 

For an application form, please call 
Peter Sparkes, Personnel Officer, or send your 
CV to him at British Aerospace (Space Systems) 
Limited, Argyle Way, Stevenage, Herts S1 2AS. 
Tel: Stevenage (0438) 736785. 








SPACE SYSTEMS 











Progress through Learning 
Applications are invited from suitably qualified people 
regardless of race, sex, colour or national origin for 
appointment to the following post: 





Professor and Head 


Ph.D. or D. Com. in Economics. 


Qualifications: 
Appropriate teaching and 


Requirements: 
"c experience. . 
Assumption of duty: As soon possible 


Closing date: 15th November 1989. 


Additional benefits includegffayment of removal of furniture 
and personal effect ance towards university education 
‘of child ent insurance cover, study leave, 
leav®Pratuities on retirement and member- 
ship of group insurance, pension and 
medical schemes. 


research 






yeh 


PROJECT 
SPECIALIST 


On behalf of the London based Projects Division of an 
international business group, we are seeking a mature 
person with strong exposure to project related activites, 
` preferably in Africa. You should have the following 
attributes. 

— Sound educational background at least to University 
degree level with a strong Economic bias. 

Hands-on experience of handling joint-venture invest- 
ment opportunities. 

Knowledge of technology collaboration and transfer 
from developed to developing countries. 

Ability to prepare a bankable private sector oriented 
investment proposal with computer based analytical 































approach. 

— Willingness to travel particularly in developing 
countries. 

— Knowledge of French or Portuguese an added 
advantage. 


If you feel your background and experience fits in with the 
above requirements then please send your detailed cv with 
a passport size photo to: 

Managing Director, 

PH Recruitment, 
3 Shortlands, 
Hammersmith, 
-London W6 BAL. 


























































PLANNING IN CARE 

DEVELOPING COUNTRIES Regi | 
Assistant or associate motos T e iona i 
tenure track position beginning Ju ecnnica 
1, 1990. easels dal ave Advi 
strong specialty area, such as hous- visors 
ing, urban i re, economic Positions available in Primary 
development, land use or environ- Health Care, Small Enterprise De- 
mental planning, ond apply this spe- velopment, and Agriculture and 
cialty to developing countries. Com- Natural Resources. Responsibilities: 
pleted or n Is PhD in designing, planning and evaluation 


planning or closely related disci- 


oO of projects, staff training, project 
pline required. 


backstopping, and technical writ- 
ing. Qualifications; Master's degree 
in technical area; five years experi- 
ence in a developing country as 
oject manager/consultant,. excel- 
ent. writing: skills; willingness to 
undertake extensive and ‘difficult 
field travel. 
Send cv to: International Employ- 
ment, CARE, 660 First Avenue, NY, 
NY 10016, USA, 
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University of Sheffield 
CENTRE FOR JAPANESE STUDIES 


SENIOR LECTURESHIP/ 
LECTURESHIPS 


The Centre for Japanese Studies is one of the largest 
departments of its kind in Westem Europe, specialising in 
the study of modern Japanese language and society. As 
part of a major expansion, supported by the Depariment of 
Trade and industry and by private sources, applications are 
invited for four posts of Lecturer, available from January 
1990 or later by arrangement. One of these posts may be 
filled at Senior Lecturer level. . 

One post will be filled in Japanese Language. Candidates 
should have experience of teaching Japanese and research 
interests in language acquisition or a related field. The other 
three posts may be filled in any area of modern Japanese 
Studies, including business studies, politics, economics, law, 
international relations, modem history and linguistics. 
Applicants should possess native or near-native fluency in 
the Japanese language. ii 

Salaries will be in the range. £21,489-£24,285 for the Senior 
Lectureship and £10,458-£20,469 for the Lectureships, 
according to age, qualifications and experience. 

informal enquiries to Professor G. D. Hook, Centre for 
Japanese Studies (telephone 0742-768555, ext 4384; fax 
0742-729479). 

Further particulars from. Director of Personnel Services, 
The University, Sheffield S10 2TN, UK 

(telephone 0742-768555, ext 4201) to whom: 

appl cations should be sent by 17 November 

1989. Please quote reference MAP204:C. i2 


An Equal Opportunity Employer 


id 





at the leading edge we : 


INTERNATIONAL PROPERTY _ 


SPANISH MOUNTAIN 
VILLAGE 












SANIBEL ISLAND 
FLORIDA 






only 20 miles from Gibraltar, glorious coun- 
tryside and views, small foreign community. 
Houses for sale in all conditions from prime 
tive to luxurious. Prices £8,000 to 1400,000. 
ideal for retirement or holiday: i 
R. Mann, 3 St Martin's Road, London SWS: Available April- 25-May 25. Write 
OS, tel 01.978 9080 or Christine Chariton, nee PO Box M16, Sanibel 
994 1625. E c : 1357, for pictures and details. 


Large, airy private home: Two bed: 
rooms, three baths, pool, tennis, $ 
Two minutes to Gulf of Mexico 
beach. National Sanctuary nearby. 












APPOINTMENTS __ 








_ University of 
Cambridge . 


Faculty of Economics and Politics 
_ ASSISTANT DIRECTOR OF 

_ ; RESEARCH IN THE THEORY OF 
FINANCE oo oo 


Applications are invited for this new 





Office which has been established pri- 
marily to: provide additional: teaching 
Strength for the one-year MPhil course 
in Finance: 
The appointment will be for up to five 
ears, with the possibility of reappoint- 
| ment for periods. not exceeding ‘five 
:. years at a time or to the retiring age. 
K The Present pensionable scale of sti- 
~ pends is: £14,169 a year, rising by nine 
| annual increments to £20,469. 
.. Further information may be-obtained 
US e Secretary of the Appointments 
Sha littee for the Faculty of Econom- 
5o «Ad Politics, Sidgwick Avenue, 
. Austin Robinson Building, Sidgwick 
Avenue, Cambridge CB3 9DD, to 
whom applications (ten Copies), includ- 
ing. a curriculum vitae, the names and 
| addresses of three referees, and a full 
list of publications should be sent so as 
to reach him by 20 November 1989. All 
correspondence should clearly indicate 
to which vacancy it refers. 


The University follows an equal oppor- 
tunities policy. 














Federation's work. 


transport field. The main re 
an academic approach. 


we need. 


Road, London SE1 5TG. 














BILKENT UNIVERSITY 
FACULTY OF ECONOMICS 
AND ADMINISTRATIVE SCIENCES 


FACULTY 
POSITIONS 


Bilkent University is a rapidly expanding private, officially 
ecognised, non-profit, English medium University with Facul- 
ies of Economics and Administrative Sciences, Fine Arts, 
Engineering and Sciences, Letters, Music and Performing Arts. 
It occupies an attractive, custom-built campus on the outskirts 
of Ankara, Turkey. Rent-free furnished apartments are pro- 
vided. Undergraduate and graduate programs are currently 
run with many of the faculty having their PhDs from institu- 
tions such as Harvard, UC Berkeley, Duke, Johns Hopkins, 
“Northwestern, Sorbonne, and Stanford. Applications are invit- 
ed for faculty members at all levels in the areas of 
* Accounting * Marketing 
* Management Science and — * Production and Opera- 
Operations Research : tions Management 
* Computer Programming — * Statistics 
and Information Systems * Econometrics 
* Microeconomic Theory * Macroeconomic Theory 


beginning Fall, 1990. Applicants are expected to have a PhD 
and a strong commitment to both research and teaching. 
Applicants should send a CV. The names, addresses and 
telephone numbers of three academic referees should be 
| induded with each application. : 


: CONTACT 
t- Professor Sübidey Togan, Bilkent University Faculty of Eco- 
- nomics and Administrative Science, PO Box 8, 06572 Maltepe, 
-< Ankara, Turkey. Telephone: (90) 4 266 41 37. Fax: (90) 4 266 


















BRITISH ROAD FEDERATION LIMITED 


ECONOMIST 


The British Road Federation is a 


prominent organisation campaigning for a better. transport infras 
ture. We are looking for a well q 


ualified economist to join a small professional team aod to lp 
policy formation, oversee research projects and provide a sound economic and statistical base foi 


Duties. will include analysis of economic and statistical information, 
supervision of studies and research into the economic, social and environ 
investment with particular emphasis on the highway system. 


Candidates should have an economics degree, an interest in politics and preferably some experience in the 
quirement is a lively mind to bring to a job which needs a practical as much as E 


The job specification is flexible to offer scope for the development of individual talent and interest. : 
Salary will be related to experience and ability but we will expect to Pay well for the calibre of individual - 


Applications to: Peter Witt, Director, British Road Federation, Pillar House, 194-202 Old Kent - 





TENDERS 

























































































NATIONAL INVESTMENT 
CORPORATION (SNI) 


PO BOX 423 - YAOUNDE - CAMEROON 
PREQUALIFICATION NOTICE 


The National investment Corporation (SNI) is a state holding company ” 
with equity participation in enterprises covering a wide range of . 
sectors. SNI is currently making efforts to restructure its portfolio, 
within which there are a number of enterprises that may have suffered '- 
from the difficult economic conditions affecting many developing: 

countries. A major element of this restructuring effort is privatisation, 


SNI intends to invite bids from eligible bidders for the supply of 
technical assistance services related to the planning and implementa- 
tion of this privatisation program. Assignments will.vary according to 
the individual situation of each enterprise but will fall in the following» 
broad categories: 


— valuation of each enterprise under consideration 
— development and evaluation of alternative methods of divesti- 
ture for each enterprise in question 
— analysis of legal and tax aspects of each privatisation action 
— recommendations with regard to financial restructuring, enter- 
prise reorganisation and other preparatory steps where 
appropriate 
— assistance in identifying appropriate buyers 
— assistance in analysis of bids received 
— assistance in negotiations with potential buyers. 
interested parties wishing to participate in the bidding may apply for 
Prequalification to the following: 
Director General 
National investment Corporation (SND 
BP 423 - YAOUNDE - CAMEROON 
Tel: 22 44 22; Telex: 8205 KN 


No later than 7 November, 1989 


The prequalification of bidders will be based on the ability of 2m 
applicants to perform assignments satisfactorily as attested by-past 
performance and experience especially in developing countries. mc 


















































































. HOME STUDY COURSE in economics. 
A 10-lesson study that will throw tight 
on today's baffling problems. Tuition 

; free—small charge for materials. Write , 
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Kk... d Mie Prin Henry George Institute, 121 E 30th- 
ESS SCHOOL Your docknrruplng your career, earn Street, New York, NY 10016, USA. 

1 x your doctorate in Administration / Man- i 












DE a RECTE. agement, Education, Health, or Human 
R | | IB un m Buia upon your re record CHELOR, MASTER, \ 
I ae ea while working with nationally recogni Use a: 
faculty toward your doctorate. Accred- eir pen Jo Mri. tem pos 
tation: Candidacy Status granted by the : pars OF Ot-CIRUS. d . Studies. bul T 


North Central Association of Colleges 


and Schools. 
a Prerequisite: Masters or equivalent. 


tu WALDEN UNIVERSITY, Dept. EC 
e 415 Fist Ave. N. 
inneapoltis, 







The Senior 


. Executive Programme 


























SUN Mi , MN 55401 
With 20 years experience you're in a qoa ER SSD A 
position to benefit from it. p =a 
The Senior Execygfé Programme at London | UNIVERSITY DEGREE l 
Bug maA week programme for board | For Lite, Academic & Work Experience 
level executives seeking to expand their | Degrees for peopl wo want o ne more ee ne E: 
understanding d a management issues. It : | can cae n s — | 
provides a world-vision o corporate management by | wang ou e nd work erperence. Coleg ~ se | 
studying 4 major themes. | feminas on business euren Ne ace colege credits no | 
‘The changing international business | Out graduates sue reco ak tr achoveats bse we 1 
: "environment' is a study of economic, political and | pre We Sone ch manne di oa cen paco and ime | | 
technological trends, whilst ‘Strategic decision | Bu eges Send dead rnm on wrk and academie 0170000 1 uc 
~ making’ will help participants react to such changes | i ND Ls 
effectively. Establishing and running an internal | PACIFIC WESTERN UNIVERSI TY | 
fiscal system is explored b ‘Financial management’ t 500 N Sepulveda Big on A uer Taaa Fax: 2 Am n 
y ge -i 


L me mee cae en ae ei nee À € P 


and, finally, ‘Managing change’ addresses the 

challenges of implementing new strategies. 
Applicants are expected to demonstrate an 
ability to master a broad range of concepts and 
perspectives. Most, therefore, are in their early 40s 
with some 20 years’ business experience. 

The quality of the participants, combined with 
the quality of the faculty, means LBS offer one of the 
most influential Senior Executive Programmes in 
the world. 











































The SEP next year will begin on February 11, eae x i 
. whilst a second programme begins on September 30: 4 X producing global 
a choice of two, providing flexibility for both fU. E business executives 
1 J N - A "4 \ ~ 
dean D" in the 


City of London." 


A unique 14 month intensive full-time course or. 

in exceptional circumstances part-time, combining theory 
and practice in the areas of Shipping. Trade and Finance for 
people with a good undergraduate degree or equivalent 
—— professional qualification. - Jos i 

To date a 100% employment record has been maintained, 
with graduates of this course having found employment in 


all sectors of intemational business. = 


asit a sn n: —— GÓC 


Job title eem 


EV NR 






























hei send me d of: Gi Senior Executive Programme 
tick appropriate box) Q All other Executive Programmes 

















For a prospectus and details of the 1989-90 set 
Days please contact: Mrs Debra E. Durston, - 
City University Business School. Frobisher Crescent. 
Barbican Centre, London EC2V 8HB. 

Tel: 01-920 0111 ext 2238; Fax: 01-588 2756. 


Department of Corporate Releations, London Business School, 
Sussex Place, Regent’s Park, London NWI 4SA, UK. 
Tel 01-262 5050. Fax 01-724 7875. Telex 27461 LBS KOX G. 










MBA & GMAT 
ADVICE CENTRE 


For choosing an MBA course we y 
rankings & guide books. To help with 
GMAT we sell the Official Guide, practice 
papers and a course on Dec 9th. 


For immediate attention contact 
PasTest UK. Tel: 0565-55226 
Fax: 0565-50264 


Taking the GMAT or GRE 


exams? 
- We CAN help 


B Write to: 
| Graduate Tutorials, GTAC Associates 
| . -FREEPOST, London W5 4BR 
Tel: 01-093 3983 


.. INDUSTRIAL BUILDING LAND— 
65p PER SQUARE FOOT 
LOCAL TAX FREE FOR 
UP TO THREE YEARS 
BORROWINGS FROM 6% 


Why expand into Normandy? 
* How to operate a British Company in France. 


* Peerything you need to know about: Legal requirements, Tax, Finance, Recruitment & Labour 


A FRENCH WORKSHOP— 
YOUR EXPANSION INTO EUROPE 
THURSDAY, 23 NOVEMBER, 1989 
BRISTOL EXHIBITION CENTRE 


You don't have to go to FRANCE. , . 
The French are coming to you 


Price: £65 + VAT inc Lunch 


For further information, please contact: ERÍC 
(Enropean Research for Industry & Commerce Ltd) 
Telephone: 0373 830300 Fax: 0373 830621 


__ SE LONDON BUSINESS 


l 


Public Sector 
Management Programme 1990 

London Business School provides a special programme for 
managers in public sector and nonprofit organisations. 

The programme covers major issues facing managers in the 
public sector today, including managing in a political 
environment, strategy, marketing, performance management and 
the implementation of change. 

It is designed for senior people who want to rethink their 
approaches to management in the company of peers facing similar 
challenges. The next programme will 
weeks in 1990, 23 


Public Sector Management Group, London Business School, 
| Sussex Place, Regent's Park, London NWI 4SA, UK. 
ll Teb 01-262 5050. Fax: 01-724 7875. Telex: 27461 LBS KOX G. 


Executive Programs 
The University of Virginia 


General Management x 

a The Executive Program '90 - June 3-July 13, 1990 

2 Managing Critical Resources - Charlottesville, Virgi 
Feb. 12-23, 1990 + May 21-June 1, 1990 B 

2 Managing Critical Resources - Cambridge, England 
June 11 -22, 1990 

2 Management Program in Australia - June 24-July i 

a Young Managers’ Program - March 11-30, 1990 


Leadership and Managing People 
0 Creating the Future: The Challenge of Transformatio: 
Leadership - April 8-11, 1990. ' ES di 
a Creating the High-Performance Wo 
a Leadership for Extraordinary Performance 
Nov. 28-Dec. 1, 1989 - June 5-8, 1990 
2 Managing Organizational and Individual Change 
May 8-11, 1990 - Sept. 4-7, 1990 
o Power and Leadership - Oct. 8-11, 1990 


Financial : ; 
3 Corporate Finance for Commercial Bankers - Feb, 11-16, 1990 
a Financial Management for Non-Financial Managers... 

Jan. 21-26, 1990 - April 8-13, 1990 - Sept. 23-28, 1990 . 


Manufacturing 

a Global Manufacturing Competition - March 4-9, 1990 

a Innovation and Technology Management - Oct. 14-19, 1990- 
2 Manufacturing Management Program - April 22-May 4, 1990 


Marketing and Sales ds 

© Marketing and Sales Executives! Program - May 6-18, 1990 

2 Marketing Strategy: Business to Business - April 29-May 4, 1 

a Sales Management and Marketing Strategy - Dec. 3-8, 1989 
Jan. 14-19, 1990 - April 1-6, 1990 


Special Topics 

a Evaluation of Capital Projects - Feb. 25-March 2, 1990 

3 Managing Information Technologies - March 18-23, 1990 

a Mergers and Acquisitions - Nov. 5-9, 1990 

a Strategic Management for Line Managers - April 16-20, 1990 


Please return this ad to receive a detailed brochure 
for each program checked. 


Name /.  .  ?ZJ Title — 


Company 


Mail to: Executive Programs, The Darden School, Box 6550- 
Charlottesville VA 22906 Phone: (804) 924-3000 


EN ERE 
DARDEN 





































"MEANS BUSINESS 


Strategic Management 


Short Courses for Senior Executives 


m The Director as Strategic 
Leader — 5 days 

m international 
Strategy - 3 days 

m The Strategic Management of 


: One of Europe's leading 
' university management schools, 
Cranfield's international repu- 
tation has been built up on 
providing ambitious managers 


Business 












with the skills. to excel. Acquisitions - 2 days 
Our courses are designed m Managing — Strategic 
Investment Decisions 


with quality in mind, reflec- 
ting the latest thinking in 
management development. 
Our 1990 programme 


- 2 days 

For more information 
on these courses, or any 
other Cranfield course, 
please write to 
Fiona Sparkes, Cranfield 
School of Management, 
Cranfield, Bedford MK43 
OAL, and ask for our 1990 
brochure. Or call her on 
0234 751122. 








s Od 

"land. senior executives, 
consists of the following 
“courses; : 
‘Managing Strategic @ 
"Change: for Chief & 
Executives ~ 3 days 


es Cranfield 


School of Management 
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ELEY EXECUTIVE 


HOME LANGUAGE LESSONS 
IMPOSSIBLE TO SPEAK YOUR OWN LANGUAGE 


HOME LANGUAGE LESSONS, probably the most original and certainly the 
most effective way to. learn the language of the country. you have chosen, 
guarantees total isolation since you LIVE and STUDY in your teacher's home. 
"The countries we offer are: UK, USA, Australia, Malta, France, Germany, 
Spain, Argentina, Portugal, Italy, Taiwan and, from January 1990, USSR 
(Moscow and Leningrad). 

Total isolation from your own language is the surest way to progress in learning à 
foreign language. 

HOME LANGUAGE LESSONS. Department E, Reservations Office, 12-18, 
Roval Crescent, Ramsgate, Kent CT11 9PE. Telephone (0843) 589853. Fax: 
(0843) 590300. Tix: 94016388. 

New York Tel: (212) 6621090. Rio Tel: 2245588. Buenos Aires Tel: 
3112816 Osaka Tek 344317 1. Paris Tel: 48049997. Frankfurt Tel: 293733. 

596406. 





















































LANGUAGE 
LEARNING 


The foreign language RESOU RCE 
for professionals who have to 
communicate in the real world: 




















Toll-Free 24 hours day, 7 days-a- hes 
800-222-5860 ext 20 
Self-instructional cassette programsin ; 
50 languages: from Albanian to Hindi,” 
Italian to Welsh (plus English for business). 
eae: 7 rree P m 
CATALOG 







29 Lexington Rd., 
Concord, 


USA TeleFAX: : 
| Mass 01742, USA. 


010-1-508 
371-2935 









EDUCATIO! 


University of California, Berkeley 





1 b- Competitive Marketing Strategies: 


For High-Tech Products, March 4-9, 
Berkeley, and Oct. 14-19. Sturbridge, Mass. 


For Service Businesses, July 15-20, Berkeley 
For Consumer Products, Sept. 23-28, Berkeley 


» Advanced Strategic Market Planning and 
" Analysis, March 11-16, Berkeley 













Corporate Financial Management and 
Strategy, May 13-18, Monterey, Calif. 


> The Berkeley Executive Program, 
# Sept. 30-Oct. 26, Berkeley 


P Managing High-Technology Companies, 
T" March 25-30, Berkeley, and Oct. 14-19, Sturbridge, 





Mass. 











Management Development, July 22-27, 
” Berkeley 


t» Competitive Strategies and Public 
* policies for Telecommunications 
Companies, Nov. 4-9, Berkeley 


“> The Berkeley Program in Executive 
Compensation, June 10-15, Monterey, Calif. 


$ Custom-Designed Programs 


For further information: Betty R. Robinson, 
Administrator, Berkeley Executive Education, 
University Extension, Dept. 587, University of 
California, Berkeley, California 94720, USA 
Telephone: (415) 642-4267, ext. 587 

Fax: (415) 643-8683 
















The 
Oxford 
Executive 
Seminar 


27 March - 5 April 1990 


"My objectives in joining the seminar were 
threefold: Firstly a change of pace and 
environment; secondly an Opportunity to study 
and discuss themes which are not given enough 
attention amid the usual short term pressures 
and thirdly to gain an insight into the key issues 
likely to a'fect the business environment in the 
1990s. There was a high score of achievement 
on all three counts - | came with high 
expectations and these wera amply fulfilled". 


_ This seminar offers an annual Opportunity for 
senior executives from various organisations and 
countries to review developments throughout the 
world with the help of eminent academic and 
business specialists in presentations and 

_ discussions, and with men and women of similar 
Status, but different backgrounds, in syndicate 
and plenary sessions. 


Current developments to be discussed will 
Include: 
e Implications of the greening of contemporary 
“polities; 


* The effect on business opportunities with the 
... Soviet Union of Gorbachev's continuing 
reform programme; 


* 1992: the challenges and the opportunities 
as the starting date for the "single market" 
approaches. ` 


Seminar Director: Bob Vause 

Fellow In Accounting 
Price: £4,000 + VAT - Residential 
Enquiries to: Mrs Dorothy Cooke 












Seminar Co-Ordinator 
Telephone: (0865) 735422 
Telex: 83147 attn TEMCOL 
Fax: (0865) 736374 
Templeton College Ref: M620 
Oxford OX! SNY 





ANNOUNCEMENTS 







PENSION SCHEME _ 
ROYAL ULSTER 
CONSTABULARY 


ADDITIONAL 
VOLUNTARY 
CONTRIBUTIONS 


It is proposed to introduce new AVC facilities for m. 
Royal Ulster Constabul. i 














management and other charges and favourable administrati 
arrangements, including assistance with the task of i 
additional benefits against Inland 













The detailed requirements are still 
options will be confined to enhanced death in service fis anc 


additional pensions for certain officers with potentially shore 
service. ` 


Organisations with an interest in providing such faciliti 
should apply for further details to Police Division, North 
Ireland Office, Stormont House, Stormont, Belfast BT4 
by 25 November 1989, . eS 























The Center for International Food 


and Agricultural Policy 
University of Minnesota 


Policy Article Prize Award 


The Center is pleased to announce that “Liberalising OECD Agricultural 
Policies in the Uruguay Round: Effects on Trade and Welfare” , published in 











policy. article. 
competition. The authors, Anderson, of the - 
University of Adelaide, Australia, will receive a $2,000 prize and will 
present a seminar at the University of Minnesota iri 1990. 


The article competition will be cónducted again in 1990. A $2,000 prize will 
be awarded to the authors of à published article in an academic, 
professional, or popular publication which, in the opinion of the Center's. . 
staff, best advances understanding of an international food, agricultural or © 
environmental policy issue, à 


Interested persons should submit any article published during calendar year. 
1989. The submission deadline is June 1 and the winner will be announced 

on September 1, 1990. The winner will be expected to make a seminar 
presentation at the University of Minnesota, with all expenses paid: Submit 
entries to: Dr C. Ford Runge, Director, Center for International Food and 


Agricultural Policy, 332 COB, 1994 Buford Avenue, St Paul, MN, 55108, 
USA. 










































Graduate Study Fellowship Award 


The Center also announces that its first fellowship in international food and 
agricultural policy has been awarded to Michael Collins, a native of Peru. - 
A second fellowship will be awarded in 1990 to an outstanding student: 
enteríng the PhD program in agricultural and applied economics. The four: 
year fellowships include a generous stipend, full tuition waiver, and $2,000 
dissertation research travel grant. Information can be obtained from: 
Director of Graduate. Studies, Department of Agricultural & Applied 
Economics, 231 COB, 1994 Buford Avenue, St Paul, MN, 55108, USA. 
The Center for International Food and Agricultural Policy is a multidisci- 
plinary research and policy education unit of the University of Minnesota. 
Policy program areas include commodities and trade; agricultural research; 
economic development; and natural resources and the environment. 

The University of Minnesota is committed to the policy that all persons shall 
have equal access to its programs, facilities, and employment without regard 
to race, religion, colour, sex, national origin, handicap, age, veteran status or 
sexual orientation. 




























































NESS & PERSONAL - 


FRANCE 
Thinking of buying 

IN FRANCE? 
our FREE monthly copy g of MAISON 
SE is a must. The UK's leading 


independent newspaper tor French property. 
For your FREE copy 


Call as z us a 


BUSINESS VENTURES - 


EASTERN BLOCK 
COUNTR ES 








MINETEC FINANCIAL 
SERVICES CORPORATION 
1950 Park Place, 666 Burrard Strest 
Vancouver, Canada VEC 2X8 


64 54654 


HOW TO LEGALLY OBTAIN A 
SECOND FOREIGN PASSPORT 


A SECOND PASSPORT OFFERS 

MORE FREEDOM, GREATER SECURI- 
TY, INVESTMENT OPPORTUNITIES 

AND CAN HELP TO SAVE TAXES 

The exclusive PASSPORT REPORT is 

the most heec e guide on obtaining 


feel 3) counties and bond cheaply (if not 
examined in detail. 
borg if not completely 


VCR Code: MFS Corp 









—— 
GREEN HOTEL 








































free). 


pes * 
) extra or surface 'ee. Or details 
Scope Books Lid, Box No tiS 62 
Road, Homdean, Hants POS SJL, 
or fax 


OFFSHORE 
COMPANIES 


COLIN FOSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. 

COMPANIES HOUSE 

TOWER STREET 

; RAMSEY 

5 ISLE OF MAN 
TEL: 1 800 2834444 

PHONING 








mee 





TEL: 0800 269900 FREE) Telex: 8952145 
0624 815544, TELEX 628488. Contact Neil Harrison. Fax: M- 
FAX 0624 815548 i pid dion 









IMMIGRATION —CANADA 


One of Canada’ largest investment houses offers bank or first mortgage 
guaranteed i investments In the investor- Immigrant Program. 


We are leaders in the field of REA in Canada. Confidentiality is 


C/O Mer Louis Leblanc or Mr Stan Mergan a PE Condo HIB 
Telephone SISTI es EOS os 


VICTORIA 
BUILDERS 


All private building work undertaken—conver- 
sions, extensions, cabinet making and joinery to 
the highest standards. 


To arrange a visit for a full estimate please call 
01-595 6785. 




























ITALY 
CASTLES IN THE SKY 


add villas in the vineyard. The best city or 


rentals all over ITALY. American 
iafist based in ROME will help design 
special lect holiday. INTERNATIONAL 
RACES Piazza di Spagna 35, 00187 
Rome, ITALY. Tel : (011-39-6) 
684-0288. In US call (212) 794-1534. 


ala Hedez. 
Sarah Hodge Recruitment Consultants 


Need a Top Secretary? 


Call (01)434-0030 
215-217 Oxford St London WIR 1AH 


WILLETT HOTEL 


32 Stoane Gardens 
London SW1W 8DJ 
Tel: 01-824 8415 
Fax: 01-824 8415 
Telex: 926678 


Small character town house off Sloane 
Square. All modern facilities. Full English 
breakfast inclusive of very modest rates. 


A LINBAR EXCLUSIVE HOTEL 


LONDON 


South Kensington 


Luxury fully furnished one and two bed 
flats in quiet cul-de-sac off Queens Gate. 
Resident manager, direct diai telephones, 
video security and colour TV. Weekly 
rates from £266 to £560 plus VAT. 


FULL DETAILS: TEL 01-225 0184. FAX 
01-225 0280. TELEX 893095, 


US IMMIGRATION 


Obtain US Immigration through pur- 
chase of secured and well-rewarding 
real estate or opening of American 
branch companies, etc. ALL MAT- 





TERS HANDLED BY A LICENSED US 
ATTORNEY/PhD ECONOMIST. 


Contact: Edward P. Gallagher, Attor- 
ney-at-Law, PO Box 70302, Wash- 
ington, DC 20088 USA. Tel: (301) 
299-7269. Fax: (301) 983-3439. 





















THE 
ECONOMIST 


For information about 
classified advertising 
contact 


Elizabeth Bisson 

The Economist Newspaper Ltd 
25 St James's Street 
London SWIA IHG 

Telephone: 01-839 7000 
Fax: 01-839 4104 
Telex: 24344 ECON G 
or 


10 Rockefeller Plaza 
New York, NY 10020 :. 
Telephone: 212 541 5130 
Fax: (212) 541 9378 
Telex: 148393 


RENT-FREE HOLIDAYS: Fine houses 
for exchange in 25 countries. World- 
wide Home Exchange, 45 Hans Place, 
London SW1X 0JZ. Tel: 01-589 6055. 
BE OS 
2ND PASSPORT/DR LICENCES. Any 
country, various reports on how to 
obtain them. INI, 26 Kleomenous, Ath- 
ens 10675, Greece. 





BUYING: WORLDWIDE electronic, in- 
dustrial; scientific inventories. H-Corp. 
Surplus, 215-238 9303. Fax 215 922 
5621. 





START an Import/Export Agency. No : 
capital or risk.. Immediate access to 
profits in world trade, FREE booklet.: 
Westlink (C), 55 Constitution Street, © 
Edinburgh EH6 7AY, Scotland. 





US/CANADIAN IM/EX FIRM to b^ i^ 
London November 27-30 to dev 
export with individual manufacture... w 
industrial, medical, scientific products. 
Fax (313) 681 8776. 





INVESTMENT IN MEXICO: Advice for 
forming companies, jointventures, tax 
planning, permanent address for doing 
business in Mexico. Grupo Cadmo, PO : 
Box 5-127, Mexico City. Fax 905 545- 
37-48. 
m——-————Á 
“HENLEY'S FORMULAS”. 10,000: 
ideas. Research, workshop, chem, sci- 
entific methods. 800 page book A to Z. 
10%. disc libraries. Burke Assoc, 
Books, Box 248, Manchester, MA, USA 
01944. Other books located. 





OVERSEAS POSITIONS. Hundreds of | 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7. 











US TAXATION 


US Expatriates 
Resident/Non Resident Aliens 
Sonya Morrison Clark 
Certified Public Accountant 
125 Main St, Westport, CT 06880 

Tel: (203) 222-9670 
- Fax:(203)454-7890 





















North American 

industrial Group 

^ Would like to acquire a UK-based man- 

ufacturer of consumer products with a 
North American export presence or 

f poene Sales of £5-15 million. Reply 






Sté 2316, 120 Adelaide Street West, 
Toronto, Ontario, M5H 1T1, Canada. 





Central Pacific. No ex 

quired. Bearer saree. Nes ull 
powers. U5$7;500. Na E 
at Services, 


Drive, Ste 201, 
95288 USA, Fa Fax: 68) 2 631-204: “Tet 


* a 


ECONOMIC AND FINANCIAL INDICATORS 1 


OUTPUT, DEMAND AND JOBS France's industrial production grew by 4.8% in the year to August, 
up from 4.6% in July. Italy's industrial production increased by 2.1% in the 12 months to July. Copper prices look set to fall 
Canada's retail sales were static in the year to August; in the year to July they fell 0.296. Four further. Prices on the Lon- 
countries released unemployment figures for September. Britain's jobless rate stood at 6.0% (down | don Metal Exchange touched a ten-week low 
from 7.7% a year ago), Italy's was 16.6% (16.1%), Belgium's 10.5% (11.4%) and Switzerland's of £1,674 a tonne this week. This followed 
0.5% (0.6%). Holland's unemployment rate was 5.8% in August, down from 6.3% a year ago. | heavy selling in New York, influenced in part 





COMMODITY PRICE INDEX 





































































% change at annual rate by jitters on Wall Street and signs of a 
industrial production GNP/GDP retail sales [volume] unemployment % rate | Slowdown in the American economy. Several 
3mthst 1 year imt iw year imt wr your he ‘week ae year ago of copper's supply problems have now been 

Auta +42 +03 » +25 +390 —02 +3950 tla T settled. The 15-week strike at Canada’s 
FAT 43 50 uy na na *37 4308 105 «* 114 Highland Valley mine is over, and the 

Canada — -25 +11 w +06 F250 — 29 nil Xx 73 ss 78 Cananea mine in Mexico will reopen soon. 

France +81 +48 m +32 +38 @ —44  * 1X 95 a — 104 Nonetheless, supplies will be tight for sever- 

W.Germany + 74 +21 +20 +49 a +36 436 78 se 86 al months yet, and there will be a 300,000- 

Holland + 88 +56 ay + 78 + 29 a + 48 — 02 ret 58 aw’ 63 tonne shortfall of refined copper in 1989. 

Italy +13 *21 A * 30 * 310 + 78 — 7.1 Det 166 se* 16.1 Stocks on the LME fell by 4,800 tonnes to 

Japan * 11 + 61 tg — 31 + 48 a —37.9 + 6.0 sn 23 Aug 27 

Spain + 58 *33 sd na na + 99 + 9.7 agt 168 sep 19.1 84,000 tonnes last week ve , worldwide, me 

"uM .—1! +53 my te i280 +1S 427 15 w' 18 down to just 84 weeks of consumption. 

fitzerland —217 * 18 o — 34 *14m —15.5 + 15 sung 05 sep* 0.6 
wd $25 409 m —10 2235 —02 +22 s 805 — 77 35005109 adir meo. on 
USA * 18 +27 Se + 25 * 300m + 47 + 28 A» 53 fep 54 month year 
1Value index detlated by CPI. * * New series Dollar index 
All items 13221 — 1299  — 04 —192 

PRICES AND WAGES In the 12 months to September America's consumer prices rose by 5.0%, | Food - 904 — 9803  $— 15 —144 

Canada's by 5.2% and France's by 3.4%, Italy's consumer prices increased by 6.8% in the year to sag ae 1a "as ae 

October; its wholesale prices climbed 6.1% in the year to August. Sweden's wholesale prices rose Nia? saan ME -— as = ae 

by 6.6% in the 12 months to September; in the same period Switzerland's climbed 3.9%, while in Metals RS MO I ds —125 





the year to August Spain's rose 4.4%. In the 12 months to August British wages increased by 8.8%. | Stering index 
% change at annual rate All items 107.0 103.7 *04 - 52 













































































consumer prices* wholesale prices* wages/earningst Food 787 785  — 05 — 66 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year Industrials 
All 134.1 1287  * 11 — 44 
Australia +10.3 +76 my +12.7 +74 wa +63 + 76 aw Nag $109 2491 08 1720 
Belgium + 35 + 35 se + 82 + 7.1 w nil + 5.4 m* : : : : 
Canada +159 ^ 4-524. —91 *19 A fis + 60.0 Metals 1506 ' 1426 — - 15 —100 
_ France *27 + 34 se £26 tele — +62 39 atone ae ee 
W. Germany - + 05 + 3.1 5 + 08 + 3.0 sep + 48 + 38 a«** Food ys vat » 2s ED 
Holland * 24 +13 Sep nil + 28 a * 13 + 1.4 Aw : : : 
sci TAS 980 1238. R1 dq 82 0159 sn All 1323 — 1281  — 08 — 88 
Japan + 29 + 26 rug + 33 + 33 sep + 96 + 63 Aw As 
Spain +10.6 + 68 se * 31 * 44 us * 27 + 53 An wads ea ray » A ET 
Sweden +37 + 64 S + 23 + 66 Sep +148 +10.7 ag’ Gold x P £ : 
Switzerland +13 * 34 se — 08 + 39 sep +15.7 + 3.6 u° $ per oz 36750 36825 +01 — 96 
* 38 + 76 Sep + 44 + 5.0 sep + 53 + 88 hw Crude oil North Sea Brent = 
+ 42 + 50 sep — 05 + 45 s + 38 + 38 se $ per barrel 19.65 18.83 +79 +560 








earning: UR mony comings except Australia, weekly earnings: Japan, and Switzerland, monthly earnings: Belgium, Canada, Sweden and USA, hour $ Provisional £f Non-food agriculturals 


B WORKING HOURS Judging by the num- 
ber of hours worked per employee, Swedes 
and their Scandinavian neighbours appear 
| to lead a leisurely life compared with Britons 
| and Americans. But totting up hours worked 
per person of working age (whether em- 
ployed or not) gives a different picture. The 
difference in the two figures is largely due to 
two factors—the number of women in the 
labour force, and the unemployment rate. 
The higher the overall rate of participation in 
the workforce, the smaller the difference 
between the two measures. In Sweden 82% 
of those aged between 16 and 64 work, 
whereas in West Germany and France the 
Share is around 60%. On both measures the 
Japanese work the longest hours, although 
their 70% participation rate is on a par with 
America's. 


i MÓttt Rn ——————'''Ó'ÁÁÓÓ! * not seas. adj. f Average of latest 3 months compared with avg of previous 3 mos, at annual rate. na no! available. 
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| ECONOMIC AND FINANCIAL INDICATORS 2 


4 
m THIRD-WORLD DEBT Prices in the sec- WORLD BOURSES Wall Street recovered from a second withdrawal of the proposed UAL takeover to. | ^ 
ondary market for bank loans to developing finish 0.8% up on the week. Tokyo rose 1.5%, while London struggled up 0.696. Paris was volatile, 
countries have tended to move in only one | but finished 0.8% ahead thanks to takeover activity. Italy kept on falling, losing 2.4%. 





















































































direction—down. Most banks are now even | Stock price indices % Change on T 
gloomier about the chances of the loans Oct 24 mE 0 one one record 31/12/88 —— 3 
being fully repaid. There are two main high lou wk c^ wc — C ee ee 
buyers of third-world debt: companies hop- Australia 1649.1 1781.8 1412.9 — 08 + 43 —285 +10.9 +28.4 1 
ing to make cheap investments in the third | Belgium 6563.5 68053 55193 —4 "280. — 35 T179 11351 4 
world (by swapping bank debt bought at à | Canada 3899.1 4037.8 $505  -—01 139 .—52 +S HIE 
discount for local currency), and third-world | France 530.7 561.6 4179 os +366 -55 42017 +238 
governments buying back their debt on the W.Germany 1890.5 2056.8 1595.7 422 4176 -170 +144 +104 
cheap. Chile's debt fetches the highest price Holland 194.3 210.5 166.7 + 02 + 19.9 — 77 +17.2 +13.0 
because Chile operates both a debt-to-equity | Hongkong 27320 3309.6 2093.6 tis ou --8- WU AT 
scheme and buys back its debt. The price of Italy 652.4 7348 5775 —24 +120  -282 +106 +689 
Argentina's debt may rise if President Japan 35526.6 35690.0 30183.8 * 15 * 296 — 05 +178 + 37 
Menem succeeds with a scheme that will let Singapore 1358.4 1431.9 1030.7 +12 + 31.0 — 98 *30.8 +29.9 
; South Africa — 2540.0 2838.0 1961.0 +37 +410  -105 - 43900 . +257t 
investors pay for shares in sfate-owned | Spain — 3132 328.9 208$ ^ 407 + 7A —48 . 44i ee 
businesses with hgiemeter fid bank debt. | Sweden 429921 — 46603 33339 +08  * 344  —79 +246 — +184 i 
T Switzerland 770.0 829.1 613.1 +40. +931  —71 +27.5 +189 1 
Secondar rk UK 2149.3 2426.0 1782.8 Jos 4 163  -120 +199 +464 
/*h of face value USA 2659.2 27914 2144.6 +08 +224 —47 +226 +226 






















at financial rate 


MONEY AND INTEREST RATES The 12-month rate of growth of Britain's narrow-money supply, Mo, 
slowed to 4.596 in September; growth in broad M4 remained at 17.396. Australia's narrow money 
expanded by 5.596 during the same period; its broad money soared by 29.096. 












































Money supplyt Interest rates * p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency E! 
Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits Bonds |- 
[M1] lending 3months long-term 3 months 
Australia +55 +29.0 sẹ 1825 18.38 20.50 18.05 1374 1474 1816 — 1471 
Belgium +70 +69 % 663 9.65 1225 9.40 9.16 8.95 969 3911 
Canada +25 +10.1 sẹ 1231 1235 13.50 12.35 949 10.23 11.94 994 
France +55 +77 » 1000 10.00 10.50 — 10.13 8.86 9.49 1000 9.18 
W.Germany+ 48 +53 a 7.90 8.05 900 7.33 7.35 7.35 800 729 
Holland +37 +116 x 780 8.13 1025 8.13 7.53 8.17 800 7.67 
Italy +80 +297 am 1263 13,13 14.00 na 1200 11.52 1269 11.19 { 
Japan 4 16 +96 — 609 538 488 — 204 541 5.67 631 580 i 
Spain 4138 +146 sp 1486 1496 1625 7.75 1256 14.03 13.75 na | 
Sweden na +64 w 12.00 1230 1250 11.95 11.56 — 1236 1188 — 11.69 
Switzerland — 74 + 54 J 7.25 7.75 850 7.25 5.43 6.07 775 618 
UK +45 +173 s 15.19 1506 1600 1506 966 1168 1506 11.23 
USA — 03 +39 s 868 846 10.50 8.50 7.98 9.05 856 8.59 





Other key rates in London 3-mth Treasury Bills 14,4%, 7-day Interbank 15.2%, clearing banks’ 7-day notice 4.0%. 
rates (Libor): 3 mths 8.6%, 6 mths 8.4%. 
Y sicut UK ME: oat aa eee and Sweden M2, Japan M2 plus CDs, UK M4, Definitions of interest rates quoted available on request. 


Ttaly 
Bilbao Chase Manhattan, Banque de Commerce (Belgium), Credit Credit Lyonnais Bank 
ANZ Bank, CSFB, The WEF. t Chass Manhatan, Bangos cae canna e consed as oir y ese Dent 


TRADE, EXCHANGE RATES AND RESERVES Britain's deficit on visible trade narrowed to $3.0 billion in September, but its cumulative 12-month 
deficit rose again, to $42.2 billion. Britain's current-account deficit rose to $35.2 billion for the same 12-month period. Sweden's visible-trade surplus 


climbed to $390m in September. The dollar's trade-weighted value fell by 0.6% during the week; the yen fell by 0.4%, while the D-mark hardly 
changed. The dollar fell against all currencies except the Japanese yen. 





















































trade balancet current- trade-weightedtt currency units per $ currency units foreign reservestt 
$bn account exchange rate $bn 

latest latest 12 balance $bn 

month months latest 12 mths latest year ago latest year ago per£  perSDR  perecu Aug  yearago — 
Australia — 0.68 A» - 40 — 155 sep na na 1.30 1.22 2.08 1.65 1.43 13.0 12.9 
Belgium + 0.29 se + S + 32 0€ 107.0 106.8 38.6 37.5 62.0 49.2 43.2 9.9 8.6 
Canada +017 ag + 57 — 13.1 a 104.9 100.8 1.17 1.20 1.88 1.49 1.30 159 13.1 
France — 11 x» — 69 — 4Bo 100.8 99.7 6.25 6.12 10.0 7.97 6.98 25.8 29.3 
W.Germany + 6.96 a + 756 + 54.1 Aw 115.1 1142 1.84 1.79 2.95 2.34 2.05 56.9 59.0 
Holland — 0,08 àn + 45 + 590 111.7 111.3 2.08 2.02 3.34 2.65 2.32 158 145 
Italy — 134 ^» 13.5 54 a 99.1 97.0 1351 1333 2171 1722 1507 43.4 30.5 
Japan + 508 a + 893 + 69.5 Aw 137.1 150.4 142 127 228 181 157 87.4 89.4 
Spain = 230 sp — 270 — 8.1 w 103.3 99.3 117 118 189 150 131 41.2 34.5 
Sweden +039 sp + 39 — 3.8 rg 95.9 95.3 6.40 6.21 10.3 8.15 7.13 84 80 
Switzerland 0.44 m — 62 * 550 107.3 110.0 1.61 1.52 2.59 2.05 1.80 20.9 22.1 | 





UK - 299 se  — 422 — 352 tw 89.8 95.4 0.62 0.57 
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How Do You See Hyundai? . 


You probably picture Hyundai as a maker of affordable, high- 
quality cars. 


That pictures not wrong. Just incomplete. 


Those who work with advanced computers, ships and nuclear 
power plants have a better idea of our Scope. 


In fact, you'll find the Hyundai name behind sophisticated 
engineering projects, petrochemicals, robotics, and satellite 
communication systems, among other exciting and diverse 
industries. 


Which is why, in Korea, Hyundai has become a symbol of our 
nation's economic progress. 


So by all means, remember our cars. But don't forget the big 


AHYUNDAI 


K.P.O. Box 92 Seoul, Korea 
. TLX: K23111/5 FAX: (02) 743-8963 


